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INDEPENDENT OFFICES APPROPRIATIONS FOR 1952 





TueEspay, Fepruary 13, 1951. 


EXECUTIVE MANSION AND GROUNDS 


WITNESSES 


H. G. CRIM, CHIEF USHER, THE WHITE HOUSE 
F. T. GARTSIDE, ASSISTANT SUPERINTENDENT, NATIONAL CAPI- 


TAL PARKS 
Funds available - obligation 





1950 actual | 1951 estimate | 1952 estimate 


Appropriation or estimate... ...........-...----.-...-.- : $260, 400 $266, 000 $315, 600 


Unobligated balance, estimated savings__--_...........-..---- NE As ped den deg un bio sscep bake nce 
NR ee Sia oi can wedi aacniouedes 260, 233 | 266, 000 | 315, 600 








Obligations by activities 


Care and operation of the Executive Mansion and Grounds: 


1950_ __- igre mits iphone om agen ip . $260, 233 
1951 _ - : ; ee: ee 266, 000 
1952 -. : ge ; bEmee th wh F b% - 315, 600 


Obligations by objects 


| 


ene classification | 1950 actual | | 1951 estimate | | 1952 estimate 
Total number of permanent positions. ---.............------.-| 61 z 61 71 
Full-time equivalent of all other positions..__.._______-- 2) 6 | & 
Average number of all employees----...-........-..-...-.--- s 58 | 66 | 75 


Ol Personal services: 
$165, 952 | $187, 034 $208, 241 


Permanent positions. - --._- nab tipciiding wanna 
Part-time and temporary positions SR ence acetone 4, 258 | 12, 426 | 14, 929 
Regular pay in excess of 52-week base __..--...__..-.-- (| RES ee 850 
Payment above basic rates_.............-- soca 4, 944 | 4, 945 4,945 
Total personal serviees___._.._..-- eg ‘ ; 175, 878 | 204, 405 | 228, 965 
02 Travel. 5 La ieee EL iin gihadngeahhas | 41 | oo Or AE se Is clini aie Anal 
04 Communication services. VSk2 SEES eR ba oy Peas Sa ae res ES 145 | 145 
05 Rents and utility ON ERED SSID cepeakiaeil “12, 635 | 12, 700 | 27, 290 
06 Printing and reproduction... _..............-......-..-.-.| | 25 | 125 
07 Other contractual services... ..........-..........-.------ | 9,043 8, 500 | 13, 200 
08 Supplies and materials.__...................--- 25, 143 | 35, 375 37, 875 
09 Equipment-. Lined a bdkk Midd athe donabisarewide 37, 408 4,7 8, 000 
es II oe aos oe RES Lp eK 260, 233 | 266, 000. | 315, 600 








Mr. Tuomas. This is our first meeting for the fiscal year 1952. 
We are delighted to welcome our colleagues, Mr. Yates, of Illinois, 
Mr. Coudert, of New York, and Mr. Cotton, of New ‘Hampshire. 
Unfortunately, Mr. Cotton and Mr. Coudert are unavailable this 
morning, but they will be here tomorrow. 


(1) 
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Mr. Yates, it is nice to have you with us. 

Mr. Yares.. Thank you, Mr. Chairman. It is nice to be working 
with you. 

Mr. Tuomas. I know you will discharge your duties very faithfully, 
and we have every confidence in you. 

The first budget we have this morning is for the Executive Mansion 
and Grounds. 

It is nice to have with us Mr. Crim, Chief Usher of the White 
House, and Mr. Gartside, Assistant Superintendent, National Capital 
Parks. 

Gentlemen, if you have a statement for us concerning the Executive 
Mansion and Grounds, we will be delighted to listen to you as long or 
as briefly as you care to make it. 

Mr. Garrsipe. Before we get under way, I would like to say Mr. 
Demaray asked me to express his regrets for not being able to be 
present. He was called out of town on official business. 

Mr. Tuomas. Well, one cannot be in two places at one time. 

Mr. Gartsipr. That is right. 


GENERAL STATEMENT 


Mr. Crim. The estimate for Executive Mansion and grounds in the 
amount of $315,600 reflects a net increase of $49,600 over the appropri- 
ation for the current fiscal year. 

The rehabilitation and renovation of the Executive Mansion is now 
in progress, and this estimate is based on the anticipated occupancy of 
the Mansion by the Presidential family on December 1, 1951. 


EXPANDED FACILITIES OF WHITE HOUSE 


The renovated Mansion will provide approximately 30 percent 
additional space for expanded facilities, including accommodations for 
the comfort of the visiting public, broadcasting, an enlarged mechanical 
plant, and additional elevators. 

The increase requested includes operating expenses for the expanded 
facilities described above for 7 months of the fiscal year 1952 on a 
24-hour daily basis and certain expenses for personal services, all of 
which will be justified in greater detail. 


PRESIDENTIAL APPROVAL OF ESTIMATES 


I might say, Mr. Chairman, these estimates were prepared by Mr. 
Gartside and myself and subsequently submitted to the President, 
and we will offer here, as we offered last year, a memorandum that 
bears his endorsement of approval of the amount. 

Mr. Tuomas. At this point in the record, we will insert a memo- 
randum prepared by Mr. Crim and submitted to the President which 
bears the endorsement of approval by the President, dated November 
24, 1950. 

(The matter above referred to is as follows:) 








Tue Wuite Hovsse, 
Washington, October 27, 1950. 
Memorandum for the President: 

Attached hereto is tentative budget for the fiscal year 1952, based on the 
assumption that the Presidential family will reside in the Blair and Blair-Lee 
Houses until December 1951, after which they will resume residence in the recon- 
structed Executive Mansion. 

I am advised by a representative of the Commission on Renovation of the 
Executive Mansion that approximately 21,435 square feet of additional space will 
have been provided; that the building will be completely air-conditioned through- 
out; that two additional elevators will be installed; and that the resulting increase 
in the use of electric power will amount to approximately $25,000 per annum. 

Due to the increased space and additional facilities, proper provision has been 
made for additional personnel to become effective on the resumption of residence 
in the Executive Mansion, estimated to cover 7 months of the fiscal year 1952. 

H. G. Crim. 

Approved November 14, 1950. 

Harry 8S. Truman, 


Budget estimate, maintenance, Executive Mansion and Grounds, 1952 





1951 1952 
1. Personnel: | 
en NN ee eee i cks dh ubadeweuse bus Rie) AN «emp iea eer eae $191,979 | $214,036 
(b) Salaries, temporary --..-....-----.------- siciie sacashclgra nace ck aeag nice ath iin CaO 14, 929 
2. Fixed operations: 
(a) Electricity _._._-.- LED a ss don G ce dk bb biAlctdcmaits sudiawiiows miadkcgids | 12,700 | 27, 290 
oy Teeonone. ..........-..-.... Lisi kanshoplanebivign ~Raainises agape aisha 145 | 145 
(c) Elevator maintenance.............--..-...------- FETS Es ORS 8 SES LDS | 2, 500 | 6, 000 
(d) Air conditioning .._..............- Sens, Ae Nom neat eae Lor tei Seta 600 | 1, 800 
cee I Sn ee pene ee Y Jig hehe cabasee 200 300 
ee IN MUNIN a Ses Sue iciie's Ge sheisewu odackh vince NAL TU lees oh 6, 800 | 8,000 
3. Household operations: | 
De Se ale ia cc ee gh ei dct ue tancdewep ackrupiecatees | 6, 000 | 7, 200 
(6) Miscellaneous (kitchen equipment, china, ete.) ._........-..--.---.-..---- } 4, 750 | 8, 000 
4. Maintenance and repair: (a) Supplies, materials, and repair--.-__--...-.....--..-- | 27,900 7, 900 





EPS SiN ERS SETS clara Fe aml ick Pb et ees eR MR SF Ee 266, 000 | 315, 600 


OBLIGATIONS BY OpJeEcTs, 1951-52 


Mr. Tuomas. We will also insert the table on page 1 and all of 
pages 2 and 3 of the justifications. 
(The matter above referred to is as follows: ) 
STANDARD CLASSIFICATION SCHEDULE 


Executive Mansion and Grounds 





Increase (+) 








| | 
Standard classification a | = — , | or de- 
Ni } r | crease ( —) 

sh eit ak ies SAC UISE 3 RANGER Srna. "hes 
01 Personal services, field__._......_.-- iaey Rds Se eed $204, 405 | $228, 965 | +$24, 560 
04 Communication services. .............-..-.-.-.-.- saddee 145 MB aneninasccss 
05 Rents and utility services_..............---.---- fais 12, 700 | 7,290 | +14, 590 
06 Printing and reproduction __--_-...-.---- eee 125 ds & AES 
07 Other contractual services ca AO Sue see. 8, 500 | 13, 200 | +4, 700 
0S Supplies and materials _.....-......-- See Caan a 35, 375 37, 875 | +2, 500 
09 Equipment Bs Snap SAM 4, 750 8,000 | +3, 250 


Total appropriation or estimate... _.........-- 266, 000 315, 600 | +49, 600 
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JUSTIFICAFION OF ESTIMATE 


Executive Mansion and Grounds 
NI GE OTOES 6 6 5 iainide cniei~ Hed - edad 6 bdiznenkcdomeenk $266, 000 
Change for 1952: Increases: 
1. Personal services: 


Administrative promotions___.___...__.-__--- $4, 930 
10 additional employees (approximately 7 
IN sos ctiin cs Ae ceienndunwenn ane 17, 127 
Temporary employment---__--...--.-------- 2, 503 
_ 24, 560 
2. Other obligations: 
Mapoteeaty (7 months) - 5.525. 14, 590 
Increased cost of contractual services, including 
elevator maintenance and laundry__.____..._-. 4, 700 
Miscellaneous supplies____.___...._....-.....-- 2,500 
Miscellaneous equipment, including kitchen, 
ee, O02 Se eet Ra, See 
ne 25, 040 
POE NR oo nn ee Se Pe ee ype tat ar bie i 49, 600 
amet emtamate. 1053. PRLS A 315, 600 


EXPLANATION OF INCREASES 
1. Personal services 


Administrative promotions, $4,930.—This amount is requested for administra- 
tive promotions for the unclassified employees not subject to the uniform within- 
grade salary advancements as provided in sections 702-703 of the Classification 
Act of 1949. ; 
® New positions, $17,127.—Ten additional employees will be required for the 
necessary continuous operation of the enlarged mechanical plant and the increased 
amount of cleaning and incidental work in the renovated mansion. The follow- 
ing additional personnel will be required for approximately 7 months of fiscal 
year 1952: 


4 operating engineers at . ei bea - ee: * 225 
2 electricians at______- ie x. _ 3,125 
4 housemen at. ______ ah 2, 200 


Temporary employment, $2,503.—This amount is requested to provide for tem- 
porary employees required in connection with the resumption of special activities. 


2. Other obligations 


Electricity, $14,590.—The increased cost of electric energy required for the 
operation of the new air-conditioning equipment, additional elevators and facili- 
ties for broadeasting, and other miscellaneous installations for 7 months of the 
fiscal year will require additional funds amounting to $14,590. 

Elevator maintenance and inspection, $3,500.—This amount is requested for 
maintenance and inspection of new elevators. 

Laundry service, $1,200.—The increased cost of laundry service will require an 
additional $1,200. 

Supplies and materials, $2,500.—This amount is requested for the cost of addi- 
tional materials regularly used. 

Equipment, $3,250.—The amount requested will provide for the purchase of 
miscellaneous kitchen equipment, china, etc. 


COMPARISON OF 1943 COST AND 1952 ESTIMATES 


Mr. Tuomas. We notice that in 1943 the cost of operation and 
maintenance of the mansion and grounds was $145,570 and for 1952 
the estimate is $315,600. If my memory serves me correctly, that is 
only for 6 months of the fiscal year 1952, which would make that 
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figure considerably more than $315,600 based on an annual appro- 
priation. Is that correct? 

Mr. Crim. I do not have the 1943 figures before me. 

Mr. Tuomas. Well, that is correct. It is $145,570. In other 
words, on a fiscal year basis for 1952 the increase for 1952 over 1943 
would be in the neighborhood of 135 percent. Why that large increase 
over a period of 7, 8, or 9 years? 

Mr. Crim. I have a few thoughts on the matter. I think there 
has been a decided increase in the cost of everything in 1951 over 1943 
and, during the war the activities at the White House, I believe, were 
more or less restricted. We had just one objective—getting the war 
over with—and there was little in the way of entertainment. 

Mr. Puruurrs. It would be $350,000 for a full year; so that we have 
jumped from $145,500 to $350,000 on a full-year basis. I think that 
is a pretty good jump. 

Mr. Crim. In the interval from 1943 to the present time, the 
Congress has very kindly increased the salaries of Government em- 
ployees, and I think roughly 75 to 80 percent of our appropriation goes 
for personal services. 





NUMBER OF EMPLOYEES, 1951 AND 1952 


Mr. Tuomas. I notice your justification is silent as to the number 
of employees for 1951 and 1952. At this point in the record, tell us 
how many employees you had in 1951 and what is the anticipated 
number for 1952. 

Mr. Crim. We had 61 and, under this budget, we are asking for 71, 
or 10 more. In justification of the increase in the number of em- 
ployees, may I say that the Executive Mansion is being renovated 
under the jurisdiction of a very able Commission. Four members of 
that Commission are Members of Congress. They have increased the 
floor space in the Executive Mansion by the addition of a basement 
and a mezzanine floor, and there is a 30 percent increase in floor space. 

Mr. Tuomas. We do not find any salary schedules in vour justifica- 
tion. For the information of the committee, we would like to see that. 
Do you have that? 

Mr. Crim. Mr. Gartside has that. 

May I also say that the renovated White House will have been 
completely air-conditioned.: It never has been before. There will 
be installations of about $600,000 worth of air conditioning, heating, 
and ventilating machinery, and the additional employees are needed 
to clean the increased space and to maintain and operate this 
machinery. 

DETAIL OF PERSONAL SERVICES 


Mr. Tuomas. I notice you have the present average salary rate 
by averages. I think it would be a little more helpful if you listed it 
there according to individuals, and so forth. 

Mr. Garrsipr. We could furnish that for the record if you would 
care to have it. 


(The information is as follows:) 


Executive Mansion and Grounds, fiscal year 1951, detail of personal services 
MECHANICAL AND MAINTENANCE FORCE 




































































| seinen 
— Position Salary —_ Position Salary 
} 
1 | Principal operating engineer -_. $4, 525 DE a aoe $3, 050 
4 | Operating engineers at $3,325__- 13, 300 |) 3 | Gardeners, at $2,930. ._...__._- 8, 790 
1 | Foreman carpenter----__-.-..- 4,525 || 1} Gardena. «oo. onc signe. ood 2, 850 
3 | Carpenters, at $3,380. -_.-...-- 10, 140 |) ) eee MO. 4~< Sete TSE ae tata 2, 530 
1 POGUES hci a5 cp cwee desks 3, 140 || 1 | Foreman plumber- -------.--_- 3, 900 
1 | Carpenter’s helper_......--..-. 2,770 ES RSS Se BR Sere 3, 140 
1 | Foreman electrician -. - --..--.-. 4, 525 Be. fet iats SRR gh asals Se | 3, 625 
1 | Electrician 4,150 || 1 | Storekeeper. __.--...-..- 3, 725 
PR ree 3, 140 || 1 | Assistant storekeeper - -- 3,115 
1 | Foreman gardener__ 4, 525 || 1 | Maintenance foreman --.--___- 3, 625 
1 | Gardener | 3, 725 |} SP" “het ia ay eae } 2, 955 
er A eee ere: 3,460 ||} —————_-| — 
2 | Gardeners, at $3,275... ......-- 6, 550 || 32 | | 109, 780 
| | 
DOMESTIC FORCE 
| 
Num- Position Salary Num- | Position Salary 
ber ber 
Se SEE CPRN SE ert SEE TA nM. FASE 
1 | Housekeeper ___....-....---- | $4,325 || 3 {isonet gas 2, 732 
1 | Maitre de Hotel. ___.........-- 4,325 || ie ii OO eK HG | 2, 652 
A. OEE. on iiononsngnns ied 3, 140 | 1 ON ce iiacae dig die into Sa sk 2, 540 
1 | Second butler. __............--) 2,914 | ye eR We. wkls tb den tks ie eh } 2, 470 
By FSS ee ee ee ee noel 2, 450 || 8 Fis (ee Sa any Rh ae oka } 2, 260 
1 | First cook.---------------- ‘| 310 fe MARES! “AB od eet ATO ELE ROL, | 2190 
1 | Second cook............--.- al 2,914 || A joeas GR. hoi Gace <x gable baagesas 2, 120 
2 | Cooks at $2,770._....-.-..----. 5, 540 || | Sie | 2,4 
Go)" SUN ae sear oie ae Se | 2652 |] 3 | Housemaids at $2,400__._-___- 7, 200 
> DA Feit dip piuces. 2, 530 || 1 | Housemaid_.-_- Sp rere ET 2, 120 
‘MARES SRS Aas. | 2, 850 || 1 | RT SS | 2, 930 
D Pare EROS ES Pee 2, 732 || Sh.” ee ee ee 8 2, 850 
“gy SS ETE SOS HRs 2, 652 | ——-; |———_—_—— 
ih Saker Ms) cals).d, abe choueds 2, 120 || 29 | | 78,818 
| 
Number | Salary 
Total, mechanical and maintenance force. __.............---.--.-------------.----- 32 | $109, 780 
Total, domestic force. ..............----. Cs RS LE RI EE re EE Sp ESE LN | 29 | 78, 818 
Ne ne ae ae an ad | 61 | 188, 598 





ADDITIONAL EMPLOYEES REQUESTED 


Mr. Tuomas. Why the 10 additional employees, in view of the fact 
that the place has been renovated and remodeled and so forth? 

Mr. Crim. The renovation is still in progress. The Commission 
still has $1,000,000 worth of contracts to let, and there is an untold 
amount of work yet to be done on it. So our budget is based on 
residence of 5 months in the Blair and the Blair-Lee House, from 
July 1 to the 1st of December, and 7 months in the renovated mansion. 
These additional employees will not be added until about the Ist 
of December. 

Mr. Tuomas. Your budget as now submitted calls for a fiscal year 
expenditure of $315,600, based upon the assumption that the White 
House will be ready for occupancy on or about the Ist of December 
of the calendar year 1951. I wonder what the estimates for 1953 will 
be on a full-year basis of occupancy of the White House. 

Mr. Crim. We have no actual experience on it. We do not know 
at this moment. We are concerned with the present year and have 
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not thought ahead of that. Maybe we should have, but it is difficult 
to say now what our estimates will be next year. 

Mr. TxHomas. You have personal services for 1951 of $204,455, and 
1952 shows an increase of $24,560. Does that $24,560 include the 10 
additional employees? 

Mr. Crm. Yes, sir. . 

Mr. Tuomas. Or does it include upgrading of the 61, or what does 
it include? 

Mr. Crim. It does include the 10 additional employees. 

Mr. Gartsipe. It includes $17,127 for the pay of new employees, 
$4,930 for administrative promotions, and $2,503 for temporary em- 
ployees. 

Mr. THomas. That $17,000 plus increase for 10 additional employ- 
ees is only for a 6-month period and not on a full-year basis; is that 
correct? 

Mr. Gartsipe. It is for 7 months, from December 1. 

Mr. Tuomas. So it looks like it is a cinch that for 1953 you will 
have an increase of at least $8,000 or $10,000 in salary cost over and 
above your $315,600 for 1952. 

Mr. Crm. Yes, sir. 

Mr. Garrsipe. In other words, it will reflect a full year’s operation 
rather than seven-twelfths of a year. 


ANTICIPATED COST FOR 1953 


Mr. Tuomas. How much more anticipated cost will you have for 
1953? 

Mr. Garrsipe. I do not know exactly what the cost will be. I 
would say the total cost based on the expanded facilities will be around 
$85,000 a year. We are requesting $44,000 of the $85,000, exclusive 
of administrative promotions, at this time. 


INCREASE IN NONLABOR ITEMS 


Mr. Tuomas. Well, you have an increase here of about $14,590 for 
electricity cost for a 7-month period; you have increased cost of con- 
tractual services, including elevator maintenance and laundry, of 
$4,700. How do you break down that $4,700 between maintenance 
of the elevators and laundry? 

Mr. Garrsipe. $3,500 is for the cost of maintenance and inspection 
of the elevators, and $1,200 is for the additional laundry because of 
the expanded facilities—more bedrooms, more bathrooms—in the new 
house as compared with the old. 

Mr. Tuomas. How many additional employees will you have for 
inspection of the elevators? 

Mr. Gartsips. That will be handled on a contract basis by the 
Otis Elevator Co. It is almost a proprietary item. It will furnish 
any spare parts as well as the regular inspection. 

Mr. Tuomas. That item of $3,500 is purely problematical, because 
with new elevators you have all new equipment in the way of elevators; 
do you not? 

Mr. Gartsipp. No, sir. 

Mr. Crim. Three elevators are not new. There is one in the 
executive office of the President—— 

Mr. Tuomas. How many elevators will there be all told? 
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Mr. Crim. All told, there will be seven elevators. But please do 
not let this confuse you now. Two of them are sidewalk elevators, 
and they are at the ground level. They will permit us to take heavy 
equipment down two floors to the basement so that we won’t have 
to go through the house with this heavy equipment. They are in- 
expensive elevators, costing around $1,500 per unit, and there are 
two of them. The other elevators are in the mansion itself—in the 
Executive Office of the President and in the east wing. They are 
passenger-carrying elevators. 

Mr. Tuomas. What is this miscellaneous equipment item of $3,250? 

Mr. Garrsipe. That is requested for the purchase of miscellaneous 
chinaware, glassware, kitchen equipment, linen, and so forth. 

Mr. THoomas. That item is not duplicated in the renovation cost 
of the building? 

Mr. Crim. No, sir. 

Mr. Garrsipre. The renovation funds include furniture, draperies, 
ete. 

INCREASED COST FOR PERSONAL SERVICES 


Mr. Puitures. You have made material increases in salaries. I 
have figured it up quickly, but maybe you can tell me what increases 
there have been since the time you testified last year. You are ask- 
ing for administrative promotions $4,930. Do not you think you 
had better tell us just what you have in mind on those administrative 
acca ep For example, you have reduced your housekeeper in 
salary. 

Mr. Crim. We actually have no housekeeper. She is ill and is on 
a leave-without-pay status. 

Mr. Puixuirs. You reported that last year; but you still carry her 
salary? 

Mr. Crim. We carry her salary, and we are hoping that shortly 
. she will be able to return. 

Mr. Puiturps. Why did you reduce her $75? 

Mr. Crim. I did not know we reduced her. We just did not 
increase her. 

Mr. Putuurips. You reported her salary last year as $4,400, and this 
time you report it as $4,325. 

Mr. Gartsipe. Because last year she was supposed to get a pro- 
motion; but, as Mr. Crim said, she did not render any service. 
Obviously her salary is the same as it was before the last hearing. 

Mr. Puiturps. I am reading your testimony. 

Mr. Gartsipe. I think, Mr. Phillips, you will see we anticipated 
two promotions last year. One was an adjustment that was compar- 
able to the $140 average to straighten out the Classification Pay Act. 

Mr. Puiturps. Yes; you reported that. 

Mr. Gartsipg. And we asked you for money for administrative 
promotions that were comparable to those received by the classified 
employees. That varied from $70 to $125. 

Mr. Puriurps. Let me get clear what you are saying. You are 
saying you asked us for money for promotional increases, and in report- 
ing those to us you included those increases in the statement you 
gave us? 

Mr. GartsipE. We estimated it; yes, sir. That was included in the 
estimate, but not in the statement. 
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Mr. Puiuurps. At that time you estimated you would give the 
housekeeper $4,400 instead of $4,325? 

Mr. Garrtsipe. That is correct. 

Mr. Puiuurps. And now you ask for the next fiscal year $4,930 for 
administrative promotions? 

Mr. GartsipE. That is right. 

Mr. Putuurps. But in between this you have made another promo- 
tional increase that you did not ask for and did not report. 

Mr. GartsipDE. No. 

Mr. Puruurps. Well, that is what it shows here. It is in your own 
record. 

Mr. Gartsipe. I think that is a little confusing there, because these 
rates were the rates at the beginning of the 1951 fiscal year and re- 
flected that $140 average which we pointed out was to adjust the 
general pay schedule in accordance with the classification rates. 
Previous to that, we had some administrative promotions reflected 
the same as we had last year and the same as we request for next year. 

Mr. Puixurres. But in addition to that, you have made others. 
I have your report before the committee a year ago; I have the state- 
ments you brought with you at that time and the request for the next 
year, and each of them shows the different salaries. And the state- 
ment you made last year, on your own testimony today, takes into 
consideration wage increases for which you asked us. 

Mr. Garrsipr. That is right. 

Mr. Puiturps. And that shows here, because it shows you increased 
the housekeeper to $4,400 and she was getting $4,325. 

Mr. Gartstpr. Yes; a proposed adjusted rate. 

Mr. Puruiies. And coming down the list you gave, the foreman 
electrician at $4,400 is now getting $4,525, or $125 more. 

Mr. Gartsipr. Yes. That was money we requested last year for 
administrative promotions. Obviously we had not given the raises 
before you appropriated the money. 

Mr. Puriurrs. Well, you just testified to the contrary. The 
housekeeper’s salary you include at $4,400 in here and the foreman 
electrician at $4,525. I do not want to take the time this morning, 
but I think you had better go over your memorandum for correction, 
because I think you have given three sets of figures, and you need 
more justification than you have given the committee this morning 
for the additional $4,930 on the basis of the statement you made here. 
You see my point? 

Mr. Garrsipe. I get your point. I am sure the figures are correct. 
We told the committee last year there would be a double-barreled 
adjustment—one for administrative promotions and one to straighten 
out the rates in accordance with the Classification Act. We did that, 
but there were administrative promotions made just previous to July 
1 which were reflected in these figures, and the last promotions, which 
were made last October 1, are reflected in the new figures that are now 
presented. We obviously could not spend the money before it was 
granted us. 

Mr. Puiturps. Maybe obviously, but you did. 

Mr. GartsipeE. No, sir. 

Mr. Putiures. You did on the basis of the only salary we can 
identify here. 
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Mr. Garrtsipe. I think, if you will go back to the previous year, 
you will find you granted us money for the purpose of administrative 
promotions. In fact, the committee each year has granted money 
for that purpose. 

Mr. Puiturps. All I am contending is that the figures I have before 
me and that I am relying on do not support what you are saying. 

Mr. Garrsive. I think if vou will look at them as being as of 
July 1, 1950, rather than as going throughout the year, it will clarify 
that. 

Mr. Putturps. I notice you have dropped a laborer from the me- 
chanical force who was making $2,200, and you add an assistant 
storekeeper at $3,115. 

Mr. Gartsipre. We.try to plan 18 months or 2 vears in advance 
what is going to happen. We give you the benefit of our best judg- 
ment. We cannot foresee exactly all the operations that will take 
place in that period. This money is to be expended as the President 
may direct in order to meet situations as they arise. 

Mr. Puruuips. Is that the same individual? 

Mr. Crim. No, sir. 

Mr. Puiturpes. How about on the domestic force? You drop a 
laborer at $2,200 and add a valet at $2,850. Is that the same indi- 
vidual? 

Mr. Crim. No, sir; it is not. 

Mr. Puiturrs. Why is it necessary to have a valet now if you did 
not have one in the past? 

Mr. Crim. We have had one through the years for the President. 
President Roosevelt employed a valet, and President Truman carried 
him over. He had been retired after 30 vears in the Navy, and when 
the war came on he was placed in active service, and he continued to 
serve as such. He was recently released from the service, and we took 
him back in a civilian capacity. So it would indicate that for an 
interval there was no valet, but actually he was there on duty all 
the time. 

Mr. Puiturs. How many other employees do you have at the 
White House who are being carried on somebody else’s payroll? 

Mr. Crim. In connection with this request, none. 

Mr. Puiuurps. Either on the domestic force or the mechanical force? 

Mr. Crim. No, sir. 

Mr. Puiuurps. Or any other force? There are no other employees 
over there who are on somebody else’s payroll? 

Mr. Crim. I do not know about the Executive Office of the Presi- 
dent, but I do not think so. 

Mr. Puriuips. How about guards? 

Mr. Crm. The guards are 1n the Secret Service. 

Mr. Puiturrs. The guards around the White House Grounds? 

Mr. Crim. They are at the White House and the Blair House. 

Mr. Garrsipe. They are not carried in this appropriation. 

Mr. Puiturrs. That is what lasked. They are not in this appropri- 
ation, but I want to know how many more employees there are around 
there who are not in this appropriation but who work at the White 
House. 

Mr. Crim. I do not know. I have to do with the maintenance of 
the Executive Mansion. I do not know about the police force. 
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HOURS WORKED PER WEEK BY EMPLOYEES 


Mr. Puituirs. How many hours a week do you work at the White 
House? 

Mr. Crim. The White House goes on 24 hours a day. We are on 
a 5-day week in the majority of cases for all of these maintenance 
employees. 

Mr. Puiuuirs. Forty hours a week. 

Mr. Crim. Yes, sir; with one or two exceptions of 44 hours a week. 


OVERTIME IN 1951 


Mr. Puituirs. How much overtime did you have last year? 

Mr. Garrsipr. $4,945 for overtime and night differential. 

Mr. Puiurrs. I do not think I will ask anything more. You have 
given a fairly complete statement here of the small items, but I 
think I should say, supporting what the chairman said, that I for 
one am not at all satisfied of any necessity for an increase, under the 
present financial emergency, to $315,000, which is an increase on an 
annual basis of about $84,000 compared to previous years for the 
White House, for which 5 years ago we appropriated only $150,000. 

Mr. Crim. Well, sir, we are getting additional space; we are getting 
a complete air-conditioning system; we are getting an elevator or two. 

Mr. Puiurrs. The air-conditioning system ought to make it 
possible to turn out more work for the same amount of money. 

Mr. Crim. The air conditioning is there for the comfort of the 
Presidential family, not the employees. 

Mr. Puiturps. Well, you take back for me to the President in the 
most respectful way the fact that there is one member of this sub- 
committee who thinks it would be a good thing for him to set an 
example of economy in his own household. 

Mr. Gartsipre. May I further clarify the record by citing the fact 
that Congress has passed three pay acts—Public Law 390, Seventy- 
ninth Congress, which reflected an increase of approximately 14 
percent; Public Law 900, Eightieth Congress, approved June 27, 
1948, which gave a blanket increase of $330, which amounted to 
about 12 percent; and Public Law 429, which straightened out the 
Classification Act schedules, which amounted to an over-all of about 
6 percent. 

In addition the 40-hour workweek, which requires payment for 
overtime and night differential, is reflected in increased operating 
costs. 

According to the Bureau of Labor Statistics, since 1945, when 
price controls went off, the price index on all items other than farm 
and food products show there has been an increase of 66 percent as of 
December 1950, all of which was reflected in expenses other than 
personal services. 

Mr. Puiuurrs. Mr. Gartside, you do not think that all adds up to 
$165,000 a year; do you? 

Mr. Garrsipe. That is a fact. If you would like, I can show for 
the record the increment by years, to show exactly how much has 
been appropriated for these purposes since 1943. 

(The information requested is as follows:) 
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Executive Mansion and Grounds—Explanation of increases, fiscal years 1943-52, 








inclusive 
Posi- Work- Total a 
Fiscal year tions week propriation Remarks 
Hours 

ebb cab tcondsodne 58 48 $145, 570 

SRE ee er Rie, Bc 59 48 151, 500 | +$5,930 (—$1,500 temporary employment, +3,390 
supplies and materials, +$2,040 oe he 

motions, +$2,000 auiticity, East W 

_ pesos 55 48 150, 000 1,500 (reduced maintenance and equipment). 

SIRE SE See 49 48 1171, 940 4+$21, 940 (legislative salary increase comparable 
to Public Law 106. . 4, 1945, officially 
established 44-hour workweek). 

A RAE ARE SA 56 44 2 202, 250 | +$30,310 (—$3,850 overtime, +$15,910 additional 
temporary employees, "+$18 8,250 legislative 
salary increase comparable to Public Law 

1948. ___- ante nat cance 57 40 202, 250 | 40-hour week officially ad so Aug. 1, 1947. 

, Sve BETES Fs ee 61 40 3 244,200 | +$41,950 (+$3,649 adm rative promotions, 


+$12,477 for 6 new positions to replace loaned 
employees, +$1,074 increased elevator main- 
tenance, +$1,250 increased cost of laundry, 
+$10,000 increased cost of materials and fur- 
nishings +$13,500 pay increase comparable to 
Public Law 990, Oct. 17, 1948, to June 30, 1949) 
"Meee! 61 40 | 260, 400 | +$16,200 (486,630 provides full year cost pay 
increase comparable to Public Law 900 made 
effective Oct: 17, 1948, +$5,000 increased cost 
- cama +$4, 570 administrative promo- 
tions). 

Tae IE fc Bins 61 40 266, 000 | +$5,600 (—$7,550 temporary services and mate- 
rials, +$8,650 pay increase comparable to 
Public Law 429, +$4,500 administrative pro- 
motions). 

OI So decthnane 71 40 315, 600 | +$49,400 (+$4,930 administrative promotions, 
+$17,127 for 10 new positions, + $2,503 tem- 
porary employment, +$14,590 electricity, 
+$3,500 clevator maintenance, +$1,200 laun- 
dry, +$2,500 materials, 4-$3,250 equipment). 


ee 


! Includes $21,940 in first deficiency, H. Doc. No. 288. 

2 Includes $18,250 in joint resolution, Public Law 25, 89th Cong. 

3 Includes $13,500 in second deficiency 1949, Public Law 119, June 23, 1949. 

4 Renovated Executive Mansion will provide 30 poet additional space and expanded mechanical plant 
and facilities. Increases of 10 employees and other obligations, except administrative promotions and 
equipment, reflect 7 months’ operations only (Dec. 1, 1951, to June 30, 1952). 




















Mr. Tuomas. You have about a 32-percent increase plus 6 or 8 
percent on top of that for going on a 40-hour week. So, at best, you 
have about a 41- or 42-percent increase in salaries. 

Mr. Puiurps. That is about $60,000. 


SALARY SCHEDULE OF EMPLOYEES 


Mr. Tuomas. At this point in the record we will insert the salary 
schedule, showing 61 employees for 1951, which breaks down to 32 
for the maintenance and mechanical force and 29 for the domestic 
force. 

(The information is as follows:) 
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Present operating force—Executive Mansion and Grounds 





ON 6 i oh es eas Sai amdntenn ena dcacvcosedancce 61 
ania les en Gulnid ange an ode Miles een oe $3, 074 
MECHANICAL AND MAINTENANCE DOMESTIC FORCE (29) 
FORCE (32) Present 
Present ‘dine. 
— rte 
rate Housekeeper-_-__---...-------. $4, 325 
Principal operating engineer... $4, 525| Maitre de Hotel.............. 4, 325 
4 operating engineers_.__. 3, 325) First butler_________--_---_-_- 3, 140 
Foreman carpenter -_- ~~~ --- 4, 525 Second butler______-__- 2, 914 
4 carpenters. ______------ 3, 320 Dee? i. ke eee _ 2, 450 
1 carpenter’s helper___._.._. 2, 770} First cook- Rupees erin: Ns St 
Foreman electrician__....__.._._ 4, 525 Second cook._________- 2,914 
2 electricians__________--- 3, 645 @emense.. She 8 2 2 6 
Foreman gardener__.______.._. 4,525] 4 doormen__. ‘ ay ce 
10 gardeners-_-------- _.. 8,095) 7 housemen___- rere uaperepspiatarees 
Foreman plumber - . wie in ns I Soke 2, 358 
1 plumber__- ang ...-. 9, 140| Messenger_._._._______-_- _ 2,930 
Peer 2 rl _ 8,625) Valet - i cities Pag aematint te 
Storekeeper---_---- _-- aptao Average salary, $2,718. 
1 assistant storekeeper-- ..{.. 3, 115 
Maintenance foreman___-____._ 3, 625) 
[SRE ae ihe Tae SE? gril meet 2, 955 
Average salary, $3,430. 


Mr. Tuomas. In addition to this sheet, there is a request for 10 
additional employees for fiscal 1952. 
How many employees did you have over there in 1945? 


1945 BUDGET 


Mr. Puruups. Let us have at the same point in the record not 
only the number of employees in 1945, but put in the record along 
with that the budget for 1945. 

(The statement above referred to is as follows:) 


There were 55 employees in 1945. 


EXECUTIVE MANSION AND GROUNDS 


Maintenance, Executive Mansion and Grounds— 

For the care, maintenance, repair and alteration, refurnishing, improvement, 
heating and lighting, including electric OW er and fixtures of the Executive Man- 
sion and the Executive Mansion grounds, and traveling expenses, to be expended 
as the President may determine, sataeibiotandine the provisions of any other Act, 
[$151,500] $150,000 (Act of June 26, 1943, Public Law 90). 


Estimate 1945, $150,000 Appropriated 1944, $151,500 
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Obligations 
Rape Bes Estimate, 1945 Estimate, 1944 Actual, 1943 
By objects : 
] 
Mane |micrc | Man- | .| Man- | oF 
years haa salary) years Total salary years |Total salary 
PERSONAL SERVICES, FIELD 
Unelassified service: | } 
ee OER AGES 1 | $3, 300 | 1 $3, 300 1} $3, 300 
Ger... ....... pe SUA! ic 127: ie 58 | 83,440 | 58.2 83, 704 57 | 80, 483 
Total permanent, field_._._____- " 59 86,740 | 59.2 87, 004 58 83, 783 
Temporary employees, field ______- om tkGety ake 2 fae .| |S eer 8, 103 
oN Rata am Pape Seay maa. letras 19, 711 aS 19, 786 |_.-....- 10, 082 
01 Personal services (met)_......._...- 59 | 114,554 | 59.2 114, 893 58 | 101, 968 
OTHER OBLIGATIONS A inet oe 
j 
03 Transportation of things... .._-_- bie _ | Te aeaeen ee 14 
04 Communication services____- oe Speers es | See 144 a 144 
05 Rents and utility services__- | ‘ | SS een } 13, 268 |.......-] 13, 268 
06 Printing and binding. ____- Rea -e Gea 7) ae 70 
07 Other contractual services. _......-__| | Ct 3 eee | et na | 11, 073 
08 Supplies and materials______- ‘ ct) [Eee } 14, 932 |......-- 14, 932 
09 Equipment-...........- ath oem ey eae | eg eee | 1, 304 
| |__| —|- 
Total other obligations...._.__....__| 35, 446 |........] 36, 607 | ......- 40, 805 
Grand total obligations. ___..__- é ~ 150, gy ape as } 151, 500 | PE CLUES 142, 773 
Obligations 

By objects l 
Estimate, Estimate, | Actual, 1943 

1945 | 1944 
Reimbursements for services performed _...............------- RT TER ODE Baye DB operant | —$2, 680 
1941 appropriation available in 1943. ............-...----------|--------- RE Wa PSS —13, 123 

REDE RSC ES: } 
Net total obligations........._-....--.---------es------- $150,000 | $151, 500 | 126, 970 
Estimated savings, unobligated balance__.................-.-- epee Fi 98R E RPE ESEE SIRS T ES 18, 600 
Total estimate or appropriation.____.................- | 150, 000 151. 500 145, 570 


EMPLOYMENT 1942-52 


Mr. Garrsipe. $150,000 was appropriated for the fiscal year 1945. 
1942 to 1945 were war years, and we operated on a 48-hour workweek. 
In 1945 we changed over to a reduced workweek of 44 hours. We had 
55 employees while on the 48-hour workweek, and that was carried on 
until December 4, 1945. In 1946 we got down to 49, involving in- 
creased overtime; in 1947 we had 56; in 1948, 57; in 1949, 61; in 1950, 
61; and in 1951,61. In 1952 we are asking for 71, which Mr. Crim has 
explained is because of the expanded facilities and the mechanical 
plant which must be maintained on a 24-hour basis. 

Mr. Tuomas. You have jumped 16 employees, then, from 1945 
through 1952, which is about a 30-percent increase in your personnel. 

Mr. Gartsipe. Part of that has been due to the 40-hour workweek, 
because it requires more employees to carry on on a 40-hour basis. In 
order to maintain one duty post 





Mr. Tuomas. I think you had $4,800 in the fiscal year 1951 for 
overtime. 
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Mr. Gartsipe. We had $4,945; that is on account of working these 
61 people overtime. It requires five men to maintain one duty post 
on a 40-hour-week basis on continuous duty. 

Mr. Puiuuirs. Well, notice those figures. You said after you 
changed from 48 hours to 40 hours you have a period in there when 
you reduced your employees from 55 to 49. 

Mr. Garrsipe. We had a 48-hour workweek up to December 4, 
1945; then we went on a 44-hour workweek until August 1, 1947; 
we starte on a 40-hour workweek from August 1, 1947, and we are 
still on it. That is when the number of employees increased. 

Mr. Yates. With respect to the 1945 budget, are the breakdowns 
in types of employees relatively the same as the one you are proposing 
this morning? 

Mr. Garrsipe. I could not say offhand. I do not have that detail 
with me. 

Mr. Yarss. If they were, did not you need those employees to 
deal with a mansion that was in a fairly dilapidated condition, whereas 
you won’t need that number to deal with a mansion that is completely 
renovated? 

Mr. Garrsipr. Completely renovated with 30 percent more space 
and completely air-conditioned. The electric bill alone will cost 
$25,000 a year additional. 

Mr. Yares. I am talking about employees. 

Mr. Gartsipe. We need 10 more employees to operate the enlarged 
mansion. 

Mr. Anprews. How many employees did you have in 1943? 

Mr. GartsipE. In 1943 we had 58; in 1942 we had 63; in 1941 we 
had 63. As I say, the reduction was because of the longer workweek 
primarily. Then, as the workweek shortened to 44 hours and then 
to 40 hours we had to increase the number of employees in order to 
provide continuous service. We must furnish 24-hour service 7 days 
a week. 

Mr. Tuomas. I am just like Mr. Yates. It looks like generally 
when you have a new house it does not cost as much to maintain and 
operate as an old one. But that is apparently not the case here. 

Mr. Puivuirs. What sum did you request of the Bureau of the 
Budget for the fiscal year 1952? 

Mr. Gartsipe. $315,600. 

Mr. Tuomas. If there are no further questions, it has been nice to 
see you again, and a lot of good luck to you. 


$0208—51--pt 1——2 
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Turspay, Fesruary 13, 1951. 


TAX COURT OF THE UNITED STATES 


WITNESSES 
HON. JOHN W. KERN, CHIEF JUDGE 


OTTO W. SCHOENFELDER, ADMINISTRATIVE 


COURT 


MISS HOLLIS M. DUNLAP, FISCAL OFFICER AND 


ET OFFICER 


Funds available for obligation 


OFFICER OF THE 


ASSISTANT BUDG- 





1950 actual 


! 
| 
| 


1951 estimate 


l ; 
| 1952 estimate 
} 





Appropriation or estimate 
Unobligated balance, estimated savings............-_...._.- -| 
Savings under sec. 1214_- 


Ceti oniatiter ee a Ss | 


C6 ae ewwesweeddeday oebssGb0 cbt ees |~ 








Obligations by activities 





Description 


1951 estimate 


1952 estimate 





1. Adjudication 
2. Administrative services 


ER ISRO Tea Reet peed EoD R A 


$767, 528 
42, 372 


$773, 438 
44, 562 








809, 900 


818, 000 








Obligations by objects 





Object classification 1950 actual /| 1951 estimate | 1952 estimate 





Total number of permanent positions. __._..............-.---- 


134 
Average number of all employees_-_--_..............--.--- 


128 


134 
128 


| 





01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base__________.___._.-- 
Payment above basic rates 


722, 675 $718, 775 
1, 900 





Total personal services __- 
Travel 
ORCI TE IES on oo on 5c hse Ranwcgnecananaewa 
SII CI os os ce cuctobbenidenen 
Rents and utility services 
Printing and reproduction 
In CIE GID nn in, paca ccdecneksseed 
Services performed by other agencies 
Supplies and materials. 
Equipment 


BR 
ir) 


g| #egeseeee 





7, 700 





g tas 
Sins 


Total obligations 818, 000 











Mr. Tuomas. We have with us at this time the Tax Court of the 
United States, and we have present our distinguished friend the Chief 
Judge, the Honorable John W. Kern; his administrative assistant, Mr. 
Schoenfelder; and the very attractive young lady, Miss Dumlap, fiscal 
officer. 

Judge, if you have a statement for us, we will be delighted to hear 
you as long or as briefly as you want to make it. 
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FUNCTIONS OF THE COURT 





Judge Kern. I have, but it is not prepared. It will be desultory 
and extemporaneous. I hope it will be informative. 

Mr. Tuomas. That is the type that always rings the bell. 

Judge Kern. We have some very serious problems. I think you 
will be able to sympathize with them and understand them if I give 
you some of the background. 

The Tax Court was created in 1924 as the United States Board of 
Tax Appeals. The reasons for its creation can be summarized very 
briefly. The Federal income tax became burdensome and subject to 
litigation approximately in 1919 at the end of the First World War. 
If you will recall, in 1922 there was a depression, and in many cases the 
Bureau of Internal Revenue in making assessments and investigations 
of the 1919 taxes would make their determinations of deficiencies in 
taxes in 1922. Under the system as it was at that time, the only 
remedy the taxpayer had was to pay the tax as determined and then 
bring suit against the collector of internal revenue in the United 
States district court. When the deficiencies were determined in 1922 
in large amounts, many business concerns did not have the money to 
pay the taxes which would haveca used them considerable embar- 
rassment and sometimes ruin, and so it was sought to establish a 
system whereby a judicial determination of the tax-litigation question 
could be had without the necessity of the taxpayer paying the tax 
and then suing to recover. That was one of the reasons for the Tax 
Court being established. 

The other reason was in order to get a system of precedents for the 
guidance of the Government and also for taxpayers by an independent 
tribunal. Therefore, it was required that all of our opinions should be 
in writing and printed and also the findings of fact. 

Mr. Puiturps. When was that? 

Judge Kern. That was in 1924. Appeals may be taken from us to 
the circuit court of appeals, just as from the district courts. In other 
words, we took over from 90 to 95 percent of the tax litigation from 
the Federal district courts and to that extent relieved them. The 
method of trial was fixed by the statute as judicial. We have to 
follow the rules of evidence. There are written transcripts of evidence 
in all cases; we have to make written findings of fact and opinions, 
and the appeal is to the circuit court of appeals. We publish our 
opinions, and they now run 47 volumes of Board of Tax Appeals 
reports, and we are now in our sixteenth volume of Tax Court reports. 

The name was changed to “Tax Court” in 1942. In 1924 there 
were approximately 3,000,000 taxpayers filing returns. At the present 
time there are approximately 50,000,000 taxpayers filing returns. 

When the Board was established, 16 members were appointed. The 
first bill which established the Board provided approximately 60 mem- 
bers, but only 16 were appointed, and there are now 16. 

We have 134 people on the payroll. 

Mr. Tuomas. Let me interrupt you there. Does the basic law 
provide for any additional judges? 

Judge Kern. No, sir. hat first law was repealed, and we have 
gotten along with 16. We have approximately the same personnel. 
As a matter of fact, we have little less in number than we had before 
the last war on our payroll. 
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CASELOAD 


We have had a tremendous amount of business from the very start. 
We have disposed of over 130,000 cases involving approximately 
$5,500,000,000 in tax litigation. At the present time we have a great 
increase in the number of cases filed over what it was some years ago. 
In a short note to Mr. Thomas I have indicated the way the business 
has increased. In 1947 we had 3,800 petitions filed; in 1948, we had 
4,400; in 1949, 4,600; and in 1950, there were 5,300 petitions filed. 
The number of pending cases has increased from 7,000 on July 1, 1949, 
to 8,800 cases on February 2, 1951. 

The extraordinary thing is the way we have been able to accomplish 
the amount of work we have had to do. Of course, one reason is the 
fact that the Bureau of Internal Revenue has established and set up 
very thorough machinery for the settlement of cases, and one of the 
things we do is to facilitate the settlement of cases by setting cases 
for trial and encouraging their settlement when they are set. 


LOCATION OF COURT CALENDARS 


The statute which provided for our creation and our expenses 
provided that we should hold hearing in places where it was of the 
greatest convenience to the taxpayers. We do not deviate from that 
except where the Government had the burden of proof. That is in 
fraud cases and matters of that kind. Ordinarily we go where it is 
the greatest convenience to the taxpayer. In doing that, we have 
established calendars in about 50 cities of the United States and in 
Hawaii, and we go all over the country. 

When a petition is filed, the taxpayer designates where he wants 
the case tried, and we put that on the calendar for that place. We 
try to get there as often as we can. In New York, we sit about 
every other week; in Los Angeles, we used to sit only three times a 
year, but now a minimum requirement is five times a year, and we 
ought to sit there six times a year. In Houston, for example, we try 
to sit there twice a year and in Dallas twice a year. In other parts 
of the country we go as often as we can. 

There are only two ways we see now to handle the amount of work 
we do. One is to hold as many hearings as we can. That is burden- 
some to the court; it is burdensome to the judges. We are at an age 
where we do not enjoy it. It is one of my responsibilities to try to 
get the judges to go to the different places where I feel it is necessary 
for them to go. But the only way we can handle it is to hold as 
many hearings as possible and also to increase the number of cases 
set for trial. In the last year we have increased the number of esti- 
mated trial hours on each calendar from 75 estimated trial hours a 
week to 125, or in the usual 2-week calendar it runs from 150 to 250 
trial hours. That forces to trial a greater number of cases; it also 
forces to settlement a greater number of cases. 

I think I will interrupt myself right there to say that in the last 
Dallas calendar where Judge Johnson presided the cases on that cal- 
endar that were settled without trial resulted in the collection of addi- 
tional taxes in the amount of $250,000. There are pending now before 
the court cases involving taxes of $680,000,000. Those taxes won’t 
be collected until some disposition has been made of those cases. 

































19 


JURISDICTION OVER EXCESSIVE PROFITS 





IN WAR CONTRACTS 


Some years ago the Congress gave us jurisdiction over the rene- 
gotiation of excessive profits in war-contract cases. We have had 
filed some 800, I think, of those cases involving excessive profits of 
$600,000,000. We have disposed of all but about 298, and those 
involve $201,000,000 that are still undecided. 


JURISDICTION OVER REFUND CASES UNDER EXCESS PROFITS TAX LAW 


We also have been given jurisdiction over refund cases that are 
filed under the excess-profits-tax law in cases where there is extraor- 
dinary hardship. Those are very bad cases to try, because you have 
to go into the economic background of the industry and also have to 
follow the economic life of the taxpayer. 

Mr. Puiuurps. I do not understand that. You mean if you have 
a recovery of excess profits in the war, under the renegotiation clause, 
then you get a tax case? 

Judge Kern. No. It is a separate jurisdiction—those renegotia- 
tion cases involving a contractor in the war after the contract has been 
worked out to some extent. 

Mr. Puiuurps. I did not understand what relation you had to such 
cases. 

Judge Kern. | was just emphasizing that there was that number 
of cases additional to our regular tax-case docket involving two- 
hundred-million-and-odd-dollars in litigation at the present time. I 
was talking about the renegotiation of war-contract cases. 

Mr. Puruups. That is what I understood, but I did not see what 
you had to do with them. 

Judge Kern. That is a separate jurisdiction. Aftor the War Con- 
tract Price Readjustment Board makes a determination, the contractor 
has the right to appeal to our court. Now, with regard to the wisdom 
of giving us that jurisdiction, of retaining it in the Tax Court, I express 
no opinion, but we have it, and we have to do the best we can with it. 

Mr. Tuomas. It is a pretty good procedure, though, to give the 
taxpayer the right to appeal where he can have a judicial determina- 
tion rather than a determination by a board. 

Judge Kern. That is right. But they can do it in the Court of 
Claims. 

Now, in setting the number of calendars we feel we have to set to 
keep up with this work and not slow up the collection of revenue and 
not keep the taxpayer dangling on the end of a tax problem which 
may be recurring when a petition is undecided, we feel we have had 
to set more hearings and make those hearings heavier. One of the un- 
fortunate results of setting a heavier calendar is that there is more 
reporting, and the reporting costs have not only gone up per page, but 
the estimated pages have increased to a considerable extent. I think 
Mr. Schoenfelder and Miss Dunlap can give you the figures on the in- 
creased cost of our reporting, but I am giving you the background to 
show you why they necessarily have increased. There is no way out 
of it that I can see except to curtail the hearings, which will curtail the 
collection of revenues, which will delay the settlement of tax questions, 
and it is just not good business. 
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Working as we do and holding our hearings—and | would take an 
oath to this if was it ceca. think we have the hardest working 
Sor body in the United States. I do know that the amount of 
itigation in our court is the greatest of any court in the United States. 

e are proud of the work we have done, and we want to keep up 
that work, but.we cannot, keep it up without money. And in order to 
run effectively and efficiently, we have to keep up our small personnel 
to the very top, because we just cannot get along with the small per- 
sonnel that we have unless we do. 

Now, we were able last year, to get along with fewer personnel, 
but that was because, unfortunately, we had three vacancies on our 
court, and when we have three vacancies in the judges, then we get 
along by transferring their men and their ladies to pee places. e 


were able to do that then, but now we have a full complement of 
judges, and they are just as busy as they can be. 

Mr. Tuomas. May I interrupt you there, Judge? 

Judge Kern. Yes, sir. 


ESTIMATED CASE LOAD 


Mr. Tuomas. I notice you estimate for the fiscal year 1951 that 
you will have had filed during that period of time some 5,200 cases, 
and it is anticipated that you will dispose of between 4,800 and 4,900 
cases during that period of time, leaving you, perhaps, a little backlog 
there of a couple of hundred cases. You also comment that as of 
January 1, 1951, you had 8,649 cases pending for 16 judges to dispose 
of. Then, I notice a very enlightening statement here in your justi- 
fications that I hope is accurate, and to say the least it shows awful 
good intentions on the part of the court. It says: 

The court will endeavor in this fiscal year and in fiscal year 1952 to keep its 
disposition of cases apace with the docketing of new proceedings. * * 

That is quite a large undertaking. 

Judge Kern. Yes; it certainly is. 

Mr. Tuomas. In view of the fact that we anticipate an increase in 
taxes, and certainly an increase in the amount of taxes, as well. as 
bringing in, perhaps, numbers of new taxpayers, which are the two 
big elements which increase the workload of the court, do you really 
think you can keep abreast of your docket for 1952? 

Judge Kern. I do not know, sir. We are doing our best to do it, 
as I said before, by holding more hearings and forcing more cases to 
trial and settlement. 

AVERAGE AGE OF CASES 


Mr. Toomas. What is the average age of these 8,649 cases which 
are now pending? 

Judge Kern. I would have to make a rough guess at that. They 
are about a year old. 

Mr. Tuomas. Do you have any considerable number of cases that 
have been pending for 4 or 5 or 6 or 7 years? 

Judge Kern. Yes, sir; not a considerable number of them, but 
they are pending because the taxpayers are tied up in litigation, 
receiverships, some estate matters, and things of that kind. 

Mr. Tuomas. Do you have much difficulty on the part of taxpayers 
complaining that they cannot get their cases disposed of, or is it the 
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other way around, does the court have trouble getting lawyers and 
taxpayers to come into court for the trial of their cases? 

Judge Kern. That works both ways, Mr. Thomas. We do have 
some complaints, and when we get complaints we bend every effort 
to give them an immediate trial. For example, I had a case the other 
day which was a fraud case in Florida, and the Government had tied 
up the man’s. property by a jeopardy assessment, and in that case 
they wanted an immediate trial, and I set that case down especially. 
It will take about a week to hear it, and I have arranged to send a 
judge down there. The same thing held true of a case in Indianapolis. 
On the other hand, there are lots of cases where we have to work on 
them to get them to trial. 


INITIATING AN ACTION 


Mr. Tuomas. In an ordinary case who brings the action, the tax- 
payer or the Government? 

Judge Kern. The taxpayer brings the action. The Government 
inaugurates it by sending out the final 90-day notice of deficiency 
determining the deficiency, and then the taxpayer brings the action. 

Mr. Tuomas. Actually the man who brings the case up is always 
the taxpayer, and he is appealing, in other words, from a decision 
of the Bureau of Internal Srocmunt 

Judge Kern. Yes; he files a petition with us. 

Mr. AnpreEws. And this is really the taxpayer’s court? 

Judge Kern. Yes; it was created for the convenience of the tax- 
payer. 

APPEALS FROM TAX COURT DECISIONS 


Mr. ANDREws. Does an appeal lie from your court? 

Judge Kern. Yes; to the circuit court of appeals. 

Mr. ANprREws. What percentage of your cases are appealed, 
Judge, roughly speaking? 

Judge Kern. I would just have to guess, not over 10 percent, and 
the Supreme Court has had many nice things to say about us. 

Mr. Puituires. Judge Kern, how many of your cases are sustained 
or are reversed? 

Judge Kern. I think we have one of the best records in that respect. 
They are broken down individually. J would say that less than 10 
percent of our decisions are reversed. We have a very good record, 


SETTLEMENTS WITHOUT TRIAL 


Mr. Tuomas. Judge, may I interrupt you there? What round 
percentage figure can you give of your cases that are disposed of by 
carmen between the parties, and how many of them actually go to 
trial? 

Judge Kern. We count on roughly 75 percent of the cases being 
settled. We work to that end. 

Mr. Tuomas. What do you mean by working to that end? Does 
the court have any jurisdiction to settle a case? 

Judge Kern. No, sir. 

Mr. Tuomas. Or must that come from representatives of the 
Bureau of Internal Revenue and the parties? 
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Judge Kern. That should come from the parties, but we can help a 
lot in the process. If we see such a case during a recess we say to 
counsel, ‘‘Now, in our opinion this case is one that ought to be settled.” 

Mr. Tiiomas. What I am getting at is this, referring to this 75 
percent of the cases which are settled by agreement etween the 
parties, are they settled in court before the judge? 

Judge Kern. Well, counsel agree to a stipulation and then they 
— that stipulation to the court and he enters a decision accord- 
ingly. 

Mr. Tuomas. Does the court do that when it is sitting, or does it 
do it in chambers? 

Judge Kern. Yes; they have to close it by a decision of the court. 

Mr. Tuomas. Can the judges do that in chambers, or must they 
do that in open court? 

Judge Kern. No; we could do that ex parte if the parties come to 
an agreement. 

Mr. Tuomas. If the parties come to an agreement? 

Judge Kern. Yes; if the parties come to an agreement. 


APPROPRIATION FOR 1951 AND EstTIMATE FoR 1952 


Mr. Tuomas. I notice for the fiscal “year 1951 you had am appro- 
priation of $826,900, and for the fiscal year 1952 you want $818,000. 
You also had impounded about $17,000 under the provisions of the 
Independent Offices Act of 1951. So, in truth and in fact you will 
be increasing your fiseal year 1952 appropriation by about $9,000 
over 1951; is that correct? 

Judge Kern. I was leading up by my eloquence, Mr. Thomas, to 
say that we want more than $818,000 for 1952. 

Mr. THomas. I was just merely pointing out that you had an 
increase of about $9,000 for 1952 over 1951; is that correct, Judge? 

Judge Kern. That is right, on the figures that came from the 
Budget Bureau; yes, sir. 

Mr. Tomas. Then how much more do you want than that 

818,000? 
PERSONAL SERVICES 


Judge Kern. We would want an increase in the personal services 
account because of the fact that we do not anticipate lapses, and we 
would like to have an increase in the account for reporting services. 


NUMBER OF EMPLOYEES 


Mr. Tuomas. How many employees do you have excluding the 
judges? 

Judge Kern. We have 134 altogether on the payroll, less 16 judges. 

Mr. ScHoENFELDER. We have 118 excluding the judges. 

Mr. THomas. How many did you have in 1950, and how many do 
you want for 1952, exclusive of the judges? 

Mr. ScHoenFretver. The authorized strength, of course, is 118. 
In these figures which we have set up here we show the average number 
of employees as 128 for 1950 and 1951, after deducting 16 judges that 
would leave 112 employees each year; we say that for the fiscal year 
1952 we should estimate an over-all average of not less than 130. 

Mr. Tuomas. That is an increase of 12? 
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Mr. ScHoENFELDER. That would be an increase to 114, an average 
employment of about 114 persons, excluding judges. 

Mr. Tuomas. How much of an increase is that for 1952 over 1951? 

Mr. ScHOENFELDER. An average of two employees. 

Mr. THomas. What will their duties be? 

Mr. ScHoEeNnrELDER. That, Mr. Thomas, is simply on our part an 
estimate of the average number of employees we must have. We are 
authorized to have a total of 118 employees in the various jobs that 
have to be performed in the court. 

Right now we have on our payroll 133 persons, including the judges; 
there is 1 vacancy which exists, and that is the reporter’s position. 

Mr. Tuomas. When you say average employment that does not 
mean anything. 

Mr: ScHOENFELDER. When we refer to ‘average’? employment we 
are speaking in annual figures; from time to time we will lose emplovees 
through separation, through resignation, transfer, or death and salary 
lapses result. 

NUMBER OF ATTORNEYS 


Mr. Tuomas. How many attorneys do you have over there doing 
regular legal work? I am not talking about the judges, but. about 
attorneys. 

Mr. ScHOENFELDER. We have actually 32 attorney 
authorized. : 

Mr. Tuomas. How many attorney positions does the Bureau of 
Internal Revenue have doing this work? 

Mr. ScHOENFELDER. I do not know. 

Judge Kern. The attorneys that are with us do two types of work. 
They act as law clerks. We have to make written findings of fact 
in each case, and the attorneys help us in that, and in preparing a 
memorandum of law at the direction of the judges. 

Mr. Tuomas. Each judge has two attorneys? 

Judge Kern. Yes, each judge has two attorneys. Then they are 
also available to work as commissioners, and that is a phase that I 
may be back here next year on, to try to increase our attorney staff 
so that they can supplement the work of the judges in holding hear- 
ings, by appointing senior lawyers as commissioners to act in the trial 
of some of these cases. For example, recently we had the Brown & 
Williamson Tobacco Co. case out in Kentucky. We had a complicated 
question involving the retirement of coupons and the question in- 
volved was how much was a reasonable reserve to take care of the 
coupons that were outstanding.’ It involved a considerable amount 
of money, about half a million dollars in taxes, but it was a very routine 
thing in taking evidence, so we appointed a commissioner to hear 
that case, and he sat for a week in the case and he prepared findings 
of fact. That would be a great help to us if we had more senior attor- 
nevs who we could use as commissioners. Our attorneys do two 
things, they help the judges and act as commissioners. 


positions 


EMPLOYMENT IN THE CLERK’S OFFICE 


Mr. Tuomas. Judge, outside of your lawyers, your big employment 
comes in the Clerk’s Office? 

Judge Kern. Yes, sir. 
Mr. THomas. How many clerks do you have? 
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Judge Kern. Bear in mind, gentlemen, that this is a unified court, 
and this has to cover the whole United States, and it has to function 
a little different than the ordinary court does. 

We have four people in the docket room, keeping docket records 
and making entires of all of the cases. Then we have our biggest 
department probably in the Clerk’s Office, and that is in the Calendar 
Section, and they are the ones responsible for sorting out these cases 
and making up the calendars and setting them for trial and serving 
the papers. For instance, when all of these five-thousand-and-some- 
odd petitions come in they have to be checked and entered and have 
to be served on the Commissioner of Internal Revenue, and if the 
Commissioner files a motion or an answer it has to be served on the 
opposite party. Also making up the calendar on the motions on the 
pleadings is a very intricate thing. We have a motion calendar every 
Wednesday here in Washington. Then, they have to assemble the 
cases and make estimates of the trial time required and say which 
case ought to be tried first, and make out the calendar and send out 
the notices for trial and keep that going. 

Mr. THoomas. You have 79 clerks handling about 5,000 cases. That 
is what it boils down to. 

Mr. ScHOENFELDER. I think the information you want, Mr. 
Thomas, is this broken down the way we break it down in court: In 
the various divisions which are the judges’ offices there are 80 persons, 
including 16 judges. Each judge has two legal assistants and two 
secretarial assistants, a total of 80 persons. In the breakdown 
between the Clerk’s Office and the Administrative Office, the remainder 
of the personnel runs about 27 for each office. 

Mr. Tuomas. Not 79, then. 

Mr. ScHoENFELDER. No, actually the biggest part of the court, as 
far as personnel is concerned is within the division personnel, in the 
judges’ offices. 

PRINTING AND REPRODUCTION 


Mr. Tuomas. Judge, vou indicate that you may be a little short on 
two items as far as the Bureau of the Budget’s estimate is concerned, 
one is travel and the other is reporting service. 

Judge Kern. Reporting and salaries. 

Mr. Tuomas. You have a nice little printing and binding item here 
too. 

Judge Kern. That is for the printing of the reports. The bulk of 
that goes into the printing of reports. 

Mr. Tuomas. What do you mean by reports now? 

Judge Kern. Just like any court reports would be printed, bound 
volumes of our opinions. They are cited just like the Federal Supple- 
ment or, Federal Second. You cite the case, 12 Tax Court, page 318. 

Mr. Anprews. They are used as precedents in your court? 

Judge Kern. Yes, they are used as precedents in our court and not 
only in our court, but other courts, even the Supreme Court of the 
United States. They are very useful to practitioners and they are 
essential. 

The twe items that we are particularly centering on right now are 
the reporting item which is marked ‘Other contractual services.” 

Mr. Tuomas. Yes, sir. 
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Judge Kern. And if you do not mind I would like to have Mr. 
Schoenfelder or Miss Dunlap to give you some figures on that, which 
I think will indicate why we want more money there. 

Mr. Puiuips. These are your employees? 

Judge Kern. No, sir; we advertise for bids, and some national 
reporting outfit puts in the low bid which we take. 


TRAVEL 





Mr. Tuomas. You have an increase of $3,500 in travel for 1952 
over 1951. 

Judge Kern. Yes, I think so, sir. 

Mr. Tuomas. Printing and reproduction, $2,500.increase, and for 
stenographic reporting services a $3,500 increase, or a total for the 
three items of $9,500 increase over 1951. 


OTHER CONTRACTUAL SERVICES 

























Judge Kern. One of those three that you mentioned which is not 
satisfactory is other contractual services, $20,000 which covers steno- 
graphic reporting, and that is not going to be adequate. 

Mr. ScHOENFELDER. Originally our estimates, representing $20,000 
were set up to provide 135 hearings a week, but our estimated cost per 
week was then estimated at $140 a week, which we found was totally 
inadequate. 

Mr. Tuomas. Why is it inadequate? 

Mr. ScHoENFELDER. For two reasons, one because the court has 
increased the number of trial hours for each calendar, which has 
increased the number of pages of transcript required. 

Mr. Tuomas. That is very obvious and reasonable, sir. You are 
going to do more work in 1952 than you did in 1951, and you will 
report more cases, and, therefore, you will need more money, and you 
have been allowed an increase of $3,500 over 1951. How much more 
do you need than that $3,500? 

Mr. ScHoENFELDER. We have to figure at the rate of $175 a week. 
This is the actual cost we have been paying for the first half of 1951. 

Mr. Tuomas. How much does that run in dollars and cents? 

Mr. ScHOENFELDER. We say we want that increased to $14,000 in 
addition to the $20,000, making a total of $34,000. In order to get 
that you multiply 135 by $175. 

Mr. Tuomas. That is $14,000. What is the other item? 















PERSONAL SERVICES 





Judge Kern. The other item is on the personal services. As I 
indicated to you we now have an actual payroll of around $725,000. 

Mr. Tuomas. For 134 people? 

Judge Kern. Of course, that includes the 16 judges at $15,000 a 
year, which is a great big hunk of money until the judges begin paying 
their bills, and then it is not such a big hunk of money. That does 
not count the Ramspeck promotions, and it does not count the 
vacancy which now exists, and it accounts for no grade increases in 
the next year. 

Mr. THomas. What does it amount to in dollars and cents, Judge? 
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Judge Kern. The Bureau of the Budget made an allowance which 
we think is arbitrary, that we would have lapses of $28,000. Now 
we are not anticipating those lapses at all. We think that we will 
have lapses not in excess of $14,859, and, therefore, we think that 
there should be an increase in that amount from $721,000 to $735,000. 
The ee allowed for personnel does not even pay our present 
payroll. 

Mr. Tuomas. That is about a $9,000 increase? 

Judge Kern. No, that is $14,000. 

Mr. Tuomas. $14,000? 

Judge Kern. Yes. 

Mr. THomas. What were the figures again? 

Judge Kern. $721,000 is what was allowed, and $735,000 is what 
we think we need. , 

Mr. Tuomas. In other words, you want $28,000 more than the 
budget allowed you. 

Judge Kern. Yes, sir. 


VoLuME oF WorkK 


Mr. Anprews. Mr. Chairman, I think we ought to put. this table 
on page 215 of the committee print in the record showing the number 
of cases filed, the number closed, and the number pending at the close 
of the year, and then the amounts determined to be due to the United 
States in 1950, 1951, and 1952. 

Mr. Tuomas. We will insert that, yes. I think it is already in the 
record, but it is good to put it in in tabular form. We will insert that 
table at this point in the record. 

(The matter referred to is as follows:) 


| 1950 actual 1951 estimate | 1952 estimate 





Filed pda Tae LSS. att 5, 387 5, 901 | 

EP RIRS ae areata PR ites Bere eine x 5, 750 | 

Pending at close of year_-___-. Vet 8, 454 8, 757 | 8, 
Amounts determined due the United States ____._..........--| $274, 607,000 | $419, 800,000 | $462, 900, 000 


| 











Judge Kern. All we want to do is do a good job, Mr. Chairman. 


ASSESSMENT OF Court Costs 


Mr. Yates. Judge, do you have any power to assess the court costs 
against litigants? Suppose a taxpayer prosecutes an appeal in your 
court and you decide against him, what happens in regard to the court 
costs? 

Judge Kern. No. There is a filing fee paid when a petition is filed. 

Mr. Yates. I am wondering about that with respect to your in- 
tention to appoint commissioners for taking facts comparable to 
masters in chancery. 

Judge Kern. No; we could not do that. 

Mr. Yates. Have you given consideration as to whether or not the 
losing litigant should bear the cost, having instituted suit, particularly 
when you have a commissioner put in charge of taking testimony. 
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Judge Kern. No; we have not done that. Of course, our commis- 
sioners are on regu ular salary. 

Mr. Yates. I was just wondering about the possibility of taxing 
some of this cost against the losing litigant. 

Judge Kern. Of course, if the overnment loses—— 

Mr. YATES (interposing). Then, naturally you absorb the cost. I 
was just wondering whether, if the litigant loses, if there would be 
some chance of recovering some of those costs for the Government. 

Judge Kern. No; we have not thought of it. 


Or1IGINAL BupGet REQUEST 


Mr. Puiuurres. For how much did you ask the budget? What was 
the amount of your original request? 

Judge Kern. Our original request for personal services was 
$735,000. 

Mr. ScHOENFELDER. Basically, we have said in our submission to 
the budget that we anticipated estimated costs of $747,634 to pay for 
134 authorized positions. 

Our difficulty is this: the Bureau of the Budget has indicated that 
we can operate with estimated lapses of six positions at $28,859, and 
we say it is physically impossible, and our difference is right there. 
We think our salary lapses should be estimated at a lesser figure in 
order that we will have money enough to take care of all necessary 
personnel costs. 

Mr. Puiuurres. Then that would have changed your $818,000 figure, 
and the total you asked the budget for was $832,000? 

Judge Kern. That is right, but they increased the amount esti- 
mated for lapses, and we cannot function with that. In other words, 
we think we ought to establish and keep the full complement going. 

Mr. Puriuirs. What was your total request ; did you make a request 
for $836,000. 

Judge Kern. $834,000, but we did make a miscalculation in the 
amount that we asked for the stenographic reporting. 

Mr. Tuomas. You asked for $834,000 and were granted $818,000, 
making a deficiency of $16,000. Now, you want $28,000 additional 
rather than $16,000. 

Judge Kern. And that is due to the fact that we have refigured the 
amount necessary to pay reporting costs if we hold hearings that are 
just the minimum requirement, and that is why we would like an 
increase in that. 

Mr. Tuomas. Judge, you have made a very interesting statement, 
and it is nice to see you. We thank you and your assistants for com- 
ing over, and tell Judge Johnson “Hello.” 

Judge Kern. I am sorry that I have taken up so much of your time, 
but we only get over here once a year, and you do not know what we 
are doing. We think we are doing a good job. 

Mr. ANprEws. We are glad to have you here, Judge. 

Mr. Puituips. I would like to ask again how much they asked the 
budget for? 

Mr. ScHoenFeLveER. The original figure we requested of the budget 
was $834,000. 
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Tugspay, Fepruary 13, 1951. 


INDIAN CLAIMS COMMISSION 


WITNESSES 
EDGAR E. WITT, COMMISSIONER 


JAMES A. LANGSTON, ADMINISTRATIVE OFFICER 


Funds available for obligation 





























| 1950 actual | 1951 estimate | 1952 estimate 
Appropriation or estimate... -........-...-..----.....--...-- $90, 000 $91, 700 $99, 000 
Prior year balance reappropriated.......................--.---|-------..-...- ee tin cedstcuaeke 
Total available for obligation. --...-...............-.... 90, 000 99, 000 99, 000 
Balance reappropriated for subsequent year____.___._________- ne gs MM en ey See ie 
Unobligat alance, estimated savings. -...............-...... WE 1obsdd conden atias iekaaloiae 
SE OI, BI a 5 25 oh. Sn gece nde Sewecavecencsmess an Shite an kinaial TID Fee no ab apanan 
Wi i 2 nn. gsi nems errr etenso ders 82, 117 | 95, 000 99, 000 
Obligations by activities 

Hearing and adjudication of Indian claims: 
| DAS ss ceases Lee ae A $82, 117 
ERA RS aap PB A WRC WE a al Pec Mtr a eC os ERE ET 95, 000 
UR CL. hia vith Shani 44 picedm on i esicd cates scien iene aouanecline lek ian cel races 99, 000 


Obligations by objects 











































Object classification 1950 actual | 1951 estimate | 1952 estimate 

Total number of permanent positions. __..-.................- 11 12 12 

Average number of all employees. - - ___- Kciklh Mistash mitcbetabiecckactee 10 ll 12 

01 Personal services: 

Permanent positions.-_......... axetdvietabwenvenvewed $79, 785 $87, 175 $93, 796 
Regular pay in excess of 52-week base____._._....__- ; SD Ainttyti de wtih cates 

REE TOON GOT SONI. 5 nos coke coe scsin noes ' 79, 918 87,175 93, 998 

BO _ EC 809 5, 750 2, 927 

04 Communication services_.__ 540 750 750 

06 Printing and reproduction. ___. 66 150 150 

07 Other contractual services_ - ___- 32 75 75 

Services performed by other agencies 2 75 75 

ID BE IO icin cn cecenccceenesh wdeeusiucen 305 600 600 

Ds Fiat 5 onsen pani ee cb dn tenenssenshbishhrerin® | 445 425 425 

eer SON ss. ck idk Edn dckeddebnashbibon --| 82,117 95, 000 99, 000 

Mr. Tuomas. The committee will please come to order. Gentle- 


men, we have with us this morning representatives of the Indian 


Claims Commission. 


We have our distinguished friend with us, Judge 


Edgar E. Witt, Chief Commissioner, and Mr. James A. Langston, 


administrative officer. 


Judge, if you have a statement for us, we will be delighted to listen 
to you as long or as briefly as you care to speak. 
Judge Wirr. I do not know that I have any special statement to 
make, Congressman, other than to say that we are operating on a very 
small budget, and we think we need all that we ask for. 
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JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. At this point, Mr. Reporter, insert pages 1, 3, and 4 
and the first paragraph on page 5 of the justifications in the record. 
(The matter referred to is as follows:) 


Statement relating appropriation estimate to carrent appropriation salaries and 
expenses Indian Claims: Commission 











Neo alae ape is re a eee cipagcen, ee 
1951 budget estimates_____________- ieee ion 7 Nelo ei eel 0S ey BF se Pat 107, 000 
1951 appropriation in annual act car , eis? 91, 700 
1951 reappropriation in annual act (from. prior year balance) __- * 7, 300 
Total appropriation _ leben te seas Wer aeons... 20. Sie 99, 000 
Less savings under sec. 1214_____ yu sh MEDS wi gey so Bit sco 4, 000 
EMMONS 00 cS oli Uo ua ues ; _. 95, 000 
Deductions: Reduction in travel... _______- yi ff fe 2, 823 
SS ie ee ae & Peete eas ae sinc: i 
Additions: 
Within-grade salary advancements-- AA RUA ODT 
Regular pay in excess of 52-week base___-__- ERE LTS 
Full time over lapses..______--__- tina gt toe pus. Ga lene 
; - 6, 823 
7 otes eatimete for: 19062... 6256.65. 22. oe eee Le rere its be 99, 000 


ANALYSIS BY ACTIVITIES 


Hearing and semmnbsaicatale of Indian claims: 


| aa can i pee TRI A es Bad ESSN ee ee 

Deductions- - _- oF eRe OREN RUNES Ar NT aiid, PERE ee : 2, 823 

Additions ___- ae aY Roun eee! att (ia Lakh cans tore nap an wat bat 6, 823 

ETE i RES Pea i cag ote et a 4 tO Eas eX Sie 99, 000 
SuMMARY 


INDIAN CLAIMS COMMISSION, 1952 ESTIMATES 


The purpose of this requested appropriation is to provide for funds for the 
fiscal year 1952 for the work of the Indian Claims Commission, which was organ- 
ized on April 10, 1947, under the act approved August 13, 1946 (Public Law 726, 
79th Cong.). 

(a) Duties and functions 

The duties of the Commission are to hear and determine all elaims arising 
under section 2 of the act, up to and including August 13, 1946, on behalf of any 
Indian tribe, band, or other identifiable group of American Indians residing within 
the territorial limits of the United States or Alaska. The act provides that the 
claims may be heard notwithstanding any statute of limitations or laches, but 
that all other defenses shall be available to the United States. 

The Commission is required to make written findings of fact, conclusions of 
law, and opinions in each claim decided, and, when an award is made, to state 
the amount of any allowabie offsets, counterclaims, or other deductions. Deci- 
sions of the Commission may be appealed to the Court of Claims, and decisions 
of that court are subject to review by the Supreme Court of the U nited States. 


(b) Status of claims 


The claims filed through December 22 were 245. The amounts specifically 
claimed, or estimated where possible in claims not stating the amount, approxi- 
mate $1,748,000,000, exclusive of interest. 
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Indications from attorneys and other representatives of Indian organizations 
are that a considerable number of additional claims will be filed. The rate of 
filing will undoubtedly increase steadily until the expiration date for filing, 
August 13, 1951. Through December 22 of the present fiscal year, 51 claims were 
filed, as compared with 38 filed last fiscal year. Indications are that the total 
number of claims which will be filed will run as high as 300 at least. The claims 
involve large sums and present complicated questions; and they call for the most 
serious study and ane!ysis of the facts and the law applicable thereto. 

The status of the 245 claims on December 31 is given below: 


ROE Ree Sea ka ee rani SRM os Dw wae ae ee he a is a oe 
Withdrawn or dismissed without prejudice_._____......._....------------ 14 
NT Bia Sin rite G8 Te cat Ss Re ade Pa BANS a SS OV ae PTA StS oan haces 4 
Testimony complete; awaiting briefs or argument__-.__.......-..--.------ 5 
sg Sa a a Ie a egie AEN ae apcae A paei ugh ibe ob 91 
EN ee On ae eo in sn eee ea Cee dan 26 
eo eee. ee SIS ee REO ene ier 2 INORE JET a eS ON Liles scopes 80 


During the past fiscal year, the Commission acted on a total of 94 motions. 
Through December 1950, 80 motions have been acted on. 

In the past year, the Commission heard motions, oral arguments, and testi- 
mony relating to 58 claims at 32 hearings in Washington and the field. So far 
in the present fiscal year, 21 hearings have similarly been held in 50 claims. 


Fitinc oF CLAIMS 
CLOSING DATE 


Mr. Tuomas. We are very much impressed with some of your 
statements here. When is the closing date for claims to be filed? 
This court was set up on April 10, 1947. 

Judge Wirr. The act was approved in August 1946, and provides 
that = bai can be filed for the first 5 years. So, the date for the 
filing of claims will expire in August 1951. 

Mr. THomas. 1951? 

Judge Wirt. Yes. 


NUMBER OF CLAIMS FILED 


Mr. THomas. The number of claims filed through December 22 
was 245 claims, with an estimated amount involved of $1,748,000,000, 
and on August 13, 1951, the closing date, you anticipate how many 
claims will have been filed? 

Judge Wirr. Probably around 300. 

Mr. Tuomas. Is that the total figure, 300? 

Judge Wirr. I think that there will be at least that number. Of 
course, our only way of knowing about that is by reason of the ap- 
proved contracts that are now with the Department of the Interior. 
They usually employ lawyers, and their contracts have to be approved 
by the Indian Bureau. 


STATUS ; OF CLAIMS 


Mr. Tuomas. Of the 245 claims which were filed as of January 1, 
1951, you have 25 claims decided. What do you mean by “‘decided’’? 

Judge Wirt. Final decisions have been made by our Commission. 

Mr. Tuomas. What was the outcome in the way of expenditure 
of money out of the Treasury? 

Judge Wirt. There is only one award in two claims that we have 
made that has become final, and that one for approximately 344 
million dollars. These two claims were merged for the Choctaws 
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and the Chicasaws. We made an award to the Choctaws of $2,587,- 
835.47, and $902,008.11 to the Chickasaws. Neither side appealed 
that claim, and so it has become final, and I think an appropriation 
has been made for its payment. 


APPEALS 


Mr. Tuomas. It might be well to note here at this point that the 
decisions and findings of fact of the Indian Claims Commission are 
appealable to the Court of Claims, and the decisions of the Court of 
Claims are appealable to the Supreme Court of the United States, 
is that correct? 

Judge Wirr. That is correct. Two of our claims that we decided 
finally were appealed to the Court of Claims and certiorari was then 
denied by the Supreme Court. 

Mr. Tuomas. Of the 245 claims pending on Nessie 1, 1951, I 
believe 25 have been decided, and 14 have been withdrawn or dis« 
missed without prejudice. Does that mean that is the final determi- 
nation of them? 

Judge Wirr. As far as we are concerned. They were dismissed 
by the plaintiffs for various reasons, some without prejudice to 
their refiling them if they can get them in shape to maintain them. 


EMPLOYMENT 


Mr. Tuomas. How many personnel did you have on your payroll 
as of January 1, 1951? 

Judge Wirr. There are 3 Commissioners and 8 employees, Congress- 
man, in all, 11. 

Mr. Tuomas. You want an additional employee for 1952, giving 
you a total of 12 persons, is that correct? 

Judge Wirt. That is right. We need at least three lawyers in 
what we call our Investigating Division. We are needing them 
more now than we needed them before. 

Mr. Tuomas. I notice for 1951 your personal service cost was 
$87,175, and for 1952 it is estimated at $93,998, or an increase of about 
$5,000 or $6,000. Is that correct for personal services? 

Mr. Laneston. Most of that difference is between a half year for 
that third investigator in 1951 and a full year in 1952, 


IMPOUNDED FuNpDs 


Mr. THomas. Were any of your funds for 1951 impounded by the 
Bureau of the Budget by virtue of certain language in the 1951 
Independent Offices “Appropriation Act? 

Mr. Lanasron. Yes, sir. 

Mr. Tuomas. How much? 

Mr. Laneston. $4,000. 

Mr. Tuomas. $4,000? 

Mr. Lanaston. Yes. 

Mr. THomas. So that gives you an increase for 1952 over 1951 of 
approximately $9,000, is that correct? 

Mr. Lanesron. Only $4,000 over the $95,000 now available for 
1951. It is $9,000 over the 1950 appropriation. 


80203 
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Mr. Tuomas. Out of that you want a chief investigator? 
Judge Wirr. That is the only additional employee we want. 


SALARIES OF VARIOUS EMPLOYEES 


Mr. Tuomas. I was noticing the salary scales over there which are 
not too bad. What doe you pay your chief investigator? 

Mr. Laneston. $9,600 was the amount paid to the chief investi- 
gator. 

Judge Wirr. Our previous chief investigator was Mr. Charles F. 
McLaughlin, a former Member of Congress, and he was appointed to 
a Federal judgeship here in Washington a few months ago. 

Mr. Tuomas. J. Edgar Hoover does not pay his investigators 
anything like that. 

Judge Wirr. No; this needs a lawyer. This is a very involved legal 
position. 

Mr. Tuomas. He is a lawyer and investigator all combined? 

Judge Wirr. Yes, sir; he would have to be a lawyer to be of any 
service to us at all. The two investigators that we now have are both 
lawyers. One is a Texas man and the other is a lady from Nebraska. 

Mr. Langston. They get $8,000 approximately. 

Judge Wirr. They have received their in-grade promotions from 
the lowest rate for their grade since they began. 

Mr. Lanesron. The lowest rate was $7,102 at first and now it is 
$7,600. They bave had two in-grade promotions. 

Mr. THomas. You have a chief investigator at a salary of $9,637, 
GS-14, and you have two investigators GS-13 at a salary of $8,100 
each, and then you have a clerk administrative officer, GS-13 at a 
salary of $8,174. 

Judge Wirr. They are all lawyers. 

Mr. Tuomas. The administrative officer is a lawyer too? 

Judge Wirr. Yes, Captain Langston has been with the Government 
for 25 years. He was with the two previous Commissions of which I 
was chairman—the Special Mexican Commission on claims from 1935 
to 1938, and also the American-Mexican Claims Commission from 
1943 to 1947. I got them to take him with us because of his previous 
experience. 

COMMUNICATIONS 


Mr. Tuomas. You have communications here, $750 for 1951, and 
$750 for 1952. What is your unexpended balance as of today for 
communications? 

Mr. Laneston. We have obligated to date $372. That leaves 
about $380. 

Mr. Tuomas. Then for printing and binding you have $150 for 
1951 and 1952. What is that for? 

Mr. Lanesron. That is mainly for letterheads, envelopes, and some 
Government publications and subscriptions such as the personnel 
manual and decisions of the Comptroller General. 


Supplies AND MATERIALS 


Mr. Tuomas. For supplies and materials you have $600 for 1951 
and the same for 1952. That is $50 per person. What do you need 
with that? 





33 


Mr. Lanesron. General office supplies, stationery, typewriter 
ribbons, stencils, or stencil paper, pencils, and small supplies—just 
general office supplies. 

Mr. ANpREws. How much have you spent to date? 

Mr. Lanaston. $277 is obligated now. 

Judge Wirr. I call your attention to this fact, our first appropriation 
for the first 3 months, and then I have made this just for information 
on the experience of this Commission with the appropriations over the 
past year—our first appropriation was $15,000 for’3 months, of which 
we expended $14,717. In our first full year we had to go largely by 
guess, because we did not know what our needs were actually going. 
to be, and you allowed us $150,000, of which we spent $85,867. The 
next year you allowed us $90,000. We saw we did not need as much 
as we had thought originally, and again we only spent $77,261. The 
following year you allowed us $90,000, of which we spent only $82,117, 
and the last year $99,000, and we will not use that fully. 


TERMINATION DATE OF THE COMMISSION 


Mr. Tuomas. Judge, under the law the Commission is supposed to 
wind up on August 13, 1951, is that correct? 

Judge Wirr. No; claims must be filed by that time, and then the 
Commission’s life is to continue for 5 years beyond that. 

Mr. Tuomas. That is 1956, then? 

Mr. Laneston. It is really 10 years from the date the Comm’‘s- 
sioners took office, which was April 10, 1947. 

Mr. Tuomas. When will you wind up the Commission? Will you 
go through 1956? 

Judge Wirr. Well, it is hard to know. It would depend, I think, 
Congressman, on the status of claims at that time, with reference to 
the appeals. My guess is that we ought to be able to. I hope we can 
decide all of these cases by that time, but there may be some then 
pending in the Court of Claims and the Supreme Court, and as to 
what Congress would do with them if they let us go out of existence 
before they come back to us for final decision, I do not know. 

Mr. Puiturps. Judge, I do not see why you figure that it will take 
you so long to settle these claims when you only have 245, and you 
have already decided 25 of them, and 14 have been withdrawn. Did 
you put the status of these claims in the record? 

Mr. Tuomas. Yes; I read it in. 

Judge Wirr. Congressman, one claim will involve testimony 
filling half a dozen volumes as large-as those books over there. It 
is the claims, an1 the size of the records that are made and that have 
to be made in going back in the case of some of them 100 years to get 
the documents upon which the plaintiffs rely and get documents upon 
which the Government relies in defense of those claims. I just cannot 
say what the status of these claims will be after 4 or 5 vears. 

Mr. Puiups. Your travel request for next vear is reduced. 

Mr. Lanasrton. It is reduced from $5,750 to $2,927. The Commis- 
sion has expended $1,800 on two trips, and there are more in prospect, 
so that the expenditures for this year can exceed what has beon asked 
for next year. 

Mr. Puiuurps. All of your other requests are for the sa:iic amount 
of money as requested last year. 
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Mr. Laneston. Yes, sir. 

Mr. Puiuurps. Except personal services. 

Judge Wirr. These trips are occasioned by the desire of Indian 
tribes to have us come out to their reservations. The Indians want 
to see the Commission, and they have a lot of old people, and they say 
to us it is impracticable to bring them in to testify. We have only 
plans at present to hold hearings in Oklahoma and then in Kansas, 


CasE oF CALIFORNIA INDIANS 


Mr. Puitires. What was your case against the Indians of Cali- 
fornia? I thought that had been settled by the payment of $5,000,000. 
How can you handle it further? 

Judge Wirr. The Indians of California had a lawsuit some years 
ago under special jurisdiction, the result of which was an award of 
around $5,000,000. 

The Indians of California claim that they have rights under the 
present congressional Jurisdictional Act under which we operate that 
enlarges their rights, and they have pending three or four claims. We 
have recently decided one of those against the Indians of California, 
which is on an appeal to the Court of Claims. 

Mr. Puiturps. My question was based on the fact that a great deal 
of testimony has already been taken in that case. The total amount 
of testimony taken is voluminous. Why do you figure in a case of 
that kind that you will spend so much more time on it? 

Judge Wirt. If that case ever comes to trial, Congressman, it 
would involve taking testimony of the value of the lands of practically 
all of California, and that was not taken in the previous case. 

Mr. Puiurrs. I do not think that is all that is involved in that 
case. 

Judge Wirr. That is the only basis on which they would have any 
claim under the claim now before us, the value of lands that they say 
belonged to them and that the Government took from them for which 
they have not been compensated. 

In most of these cases the large volume of the testimony has refer- 
ence to the value of the land at the time of the taking, for which the 
Indians claim that they did not get adequate compensation, and for 
which they are now sueing. 


Fintine or Ciaims 
NUMBER FILED 


Mr. Lanaston. On the number of claims, 18 claims have been 
filed since the 245 figure mentioned here, so the number now is 263. 

Mr. Puriires. How many more do you expect to have filed? 

Judge Wirr. The estimate here is 300, and it certainly will be that 
many, if not more, because we understand a number of lawyers expect 
to file a great many claims. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


\ 
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LIST OF CLAIMS FILED 


Mr. Laneston. Mr. Chairman, do you wish a copy of the list of 


claims similar to that we furnished last ‘year? 
Mr. Tuomas. Yes. 


(The matter referred to is as follows:) 


Indian Claims Commission, claims filed to Dec. 22, 1950 





| 
Claims | 
| 


Principal 
claimed 





| 
Apache (see also Kiowa): | 
Apache Nation | 
Chiricahua and Warm ORE SET EE EE aE Leajpaelaindinities 
Fort Sill Apaches 2. _ 
Fort Sill, Chiricahua and Warm retiiee haa. 
Arapaho: Northern Arapaho Tribe_-___- ‘ 
Assiniboine: Assiniboine Tribe 
California (see also Mission): 
Federated Indians of California * 
Indians of California 4 
Do.4. 
Cayuga (see Seneca). 
Cherokee: 
aes, Fe a Cieeatprant) Cherokees 5 


Western and Eastern Cherokees ¢ 
Texas Cherokees et al. 
Chickasaw (see also Choctaw): Chickasaw Nation 7 
“ae (see also Ottawa): 
hippewa Tribe and Saginaw Chippewas §______________- 
Fond du Lac and other Chippewas 3_______________- ; 
ee Saginaw Chippewa Tribe --_- 
dO. . ‘are 
Minnesota Chippew as 3_ 
) 


et fet ped ped ek et et et tet 


tN 


BO ee be ba tt 


Red Lake Chippewas, et al_______- 
ager: 
Choctaw Nation 9__................ 


~ 


Martin A. Holder and other Choctaws and Chickasaws $ pakiea 3 . | 
Mississippi —_ EMI ho So eh ewnn : ban! 
Coeur D’ Alene: Coeur D’ Alene Tribe..............--.-..---.---.-------- ‘ibssstbotasenel 
Comanche (see Kiowa). 
Creek 
Cre ek Freedman Association 4. 
Creek Nation 
Loyal Creeks !° 
Crow: Crow Tribe 
Delaware: 


Absentee Delaware Tribe, Oklahoma, and Delaw: 


tet et et et et et 


| 
! 
| 
| 
j 





Delaware Tribe_ 
Hualapai: Hualapai Tribe 
Iowa: Iowa Tribe or Nation___. 
Kaw: 

Kaw Tribe___- 

Do_. 

eR: 

Do.. seal 
Kiowa: Kiowa, Comanche, and Apache Tribes. _- 
Kootenai (see Salish). 

Makah: Makah Indian Tribe 
Miami: 
Miami Tribe 
0 a . 
Mission Indians of C: ilifornia: Baron Long (El Capitan) and other bands elas 
Missouria (see Otoe). 
Navajo: Navajo Tribe 
New York: Emigrant New York Indians____- 
Nooksack: Nooksack Tribe. 
Omaha: Josephine , Deen We Ol, .. e+ ose ne 
Oneida (see Seneca). 


See footnotes at end of table, p. 36. 


(?) 
(1) 


8, 060, 000 
. 500, 000 


(!) 


, 681, 355 


(*) 


26, 240, 800 


_ 


hous 


(@) 


, 000 

&, 472 
3, 046 
475, 000 
000, 000 
355, 674 


, 049, 283 


143, 786 
() 
(i) 


5, 194, 328 
2, 033, 201 
2, 750, 147 
3, 500, 590 


, 067, 024 
. 014, 061 


41, 000 
758, 701 
63, 423 
914, 707 


90, 307, 749 


(1) 


(*) 

. 500 
90, 000 
() 


(*) 


, 801, 7 


(1) 
() 


, 930, 180 


29, 877, 800 
2, 298, 000 
5, 000, 000 
§, 233, 000 
2, 268, 664 


, 000, 000 


i 


(‘) 
(1) 
(') 


(1) 
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Indian Claims Commission, claims filed to Dec. 22, 1950—C ontinued 








| | 





} : Principal 
| Claims | ‘claimed 
Osage: Osage Nation !°_ be iukipu Siatackwctagie ace owes ea, 1! $766,931 
ise: Olds ond Selous Tithe... a j y 9, 726, 920 
Ottawa: } j 
Michigan Ottawas and — as ¢ | 1 (1) 
Roan SPL ee aR gE EE MA << GERETS } 1 | 17, 287,5 
Ottawa Tribe !__ a : ot Sahees | 11 | -22, 064, 385 
Ottawa Tribe of Oklahoma. ‘Biel PE ES ES Tie OU Ree 1 | (‘) 
Pawnee: P awnee Tribe !2_. oe PETES PES ag SHI 8 | 30, 503, 697 
Peoria: | 
Peoria Tribe of Oklahoma press tree SSRs 8 a ay 13 (1) 
_- Q oe he mam ahbwicahetismelbnl piahe od bhi Genesee 2 | () 
Piute (see Snake). | 
Pottawatomie: | 
Canadian Pottawatomies (Henry Jackson et al.’)__..._-......-..--.-----.----.-- } | 1, 517, 227 
Citizen Band et a itnbicote ch ebee Sie auaee bok | (‘) 
Hannahville and Forest County Communities '8___.__-------..----2. ASS | 1,741, 252 
do Pao as POA SEN ‘ : | | 22,905, 190 


Prairie Band et al _____- 
Quapaw: Quapaw Tribe. - 
Quechan: Quechan Tribe. - 7 
Sac and Fox: Sac and Fox Tribes of Oklahoma, Missouri, the Mississippi it in Towa, | 

and Confederated or United Tribes of Sac and Fox Indians | 6 | 
Saginaw (see Chippewa). 
Salish: Salish and Kootenai Tribes ‘ peivhakcdimcaisaesaed 1 


2 


~ 
se 


t 


Seminole: Rea } 
Seminole Indians, Florida. Fu daeaiontios iinciouaes ceed 4) 


Seminole Nation. ._.- Sisco caae oh Sabie i deaadaneedebaiinass 1} 
Seneca: | j 
Seneca Nation see ee oddttini cand quende 3 dhepbemaecaaie a kein | 3 
Seneca Nation, Cayuga Nation, Oneida Nation, Oneida Nation of New York, 
Oneida Tribe of Wisconsin, Seneca-Cayuga Tribe of Oklahoma, Six Nations, 
Tuscarora Nation _-- ps és 
Shawnee: Shawnee Tribe 
Shoshone: Shoshone Tribe 
Sioux: 
Sioux Tribe___- ‘iciieeawed eres PRETO Er SB ne. MO 1 | 
Do i ~ Fe: Wace 3 1 
Six Nations (see Seneca). | 
Snake: Snake or Piute Indians *--_- sets ih ek arabia cid ang alas siehe-etasph ec we ek i 2) 
Tuscarora (see Seneca). 
Tte: j 
Uintah Utes____.-- ‘ - aphids iemeaea 1} 
0 ‘ bef Siictanoan GA aS 1 
Yakima: Yakima Tribe ea , Oe NRE. i 1 
Yuma (see Quechan). | | 


' 
n~ > 


1 Not shown. 

2 Imprisonment claim dismissed. 
3 Withdrawn. 

4 Dismissed. 

5 Dismissed; affirmed by Court of Claims; petition for certiorari pending. 

6 Dismissed; reversed and remanded by Court of Claims. 

7 Award, $902,008.11. 

* 5 withdrawn. 

® Award, $2,587,835.47. 

10 Dismissed; appeal to Court of Claims; reversed and remanded for judgment, $609,000. 
113 withdrawn. 

2? Award, $297.45 (2 claims); 6 claims dismissed. 

13 Dismissed as to Canadian Pottawatomies only, 


Additional claims “atiah to Feb. 12, 1951 





Havasupai: Havasupai Tribe ae subimaee bindapussnsante 4 
Hualapai: Hualapai Tribe am J ; ms ey Ay aL 4 
Kalispel (see Pend Oreille). 

Paiute: 
Northern Paiute Nation...............-- Ps. Ke Ke iets iidaredieaahdtal | 
Southern Paiute Nation- 

Pend Oreille: Lower Pend Oreille or Kalispel Tribe 

Sac and Fox: Sac and Fox Tribe of Oklahoma et al_- path le atic Mae AN 

Seneca: Seneca Nation, Six Nations, et al_.-.- inti pits wate = aiaaaokaueacicaalaiaes 

Six Nations (see Seneca). 

Skagit: Skagit Tribe____-- aso pled al scenes di ar veseiensnieipislculsl ee ten al a 

Snoqualmie: Snoqualmie SETS Sa Pa J cnkcvqpedtusagpepeteameuas 1 


1 Not shown. 


‘ 
‘ 
‘ 
‘ 
‘ 
a ee 


(') 
18, 445, 039 


49, 782, 975 
500, 000 


| 377,926, 000 


(1) 
3, 577, 000 
6, 118, 840 


(') 
(1) 


3, 500, 000 


(‘) 
() 
244, 625 


! 

! Principal 
claimed 

| 


| 
} () 


(‘) 
(‘) 
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LAWYER FEES FOR CLAIMS 


Mr. THomas. Is there any limitation on the fees that lawyers may 
charge in connection with these claims? 

Judge Wirr. Ten percent, not in excess of that amount. 

Mr. Tuomas. Thank you both. It is nice to see you. 


Tuespay, Fesruary 13, 1951. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 


WITNESSES 


EDWIN R. COTTON, DIRECTOR 
HAROLD SOTHORON, MARYLAND STATE SENATE, FORMER CHAIR- 
MAN, INTERSTATE COMMISSION ON THE POTOMAC RIVER BASIN 


Funds available for obligation 


Appropriation or estimate: 
1950 


$5, 000 
5, 000 
5, 000 


Obligations by activities 


Contribution to Interstate Commission on the Potomac River Basin: 


Sees Raa eee en cl aa kd $5, 000 
Wi lt me pis ; sales Bay pea a as Boal egg 5, 000 


ae We Gare e totee ey 5, 000 
Obligations by objects 


11 Grants, subsidies, and contributions: 
$5, 000 
, 000 
ae a : 5, 000 

Mr. THoMAs. The committee will come to order. Ww e will now 
take up the estimates for the Interstate Commission on the Potomac 
River Basin. We have with us this morning Mr. Edwin R. Cotton 
and Mr. Harold Sothoron. Gentlemen, it is nice to see you both. 
If you have a statement we will be glad to listen to you. You have 
come up with a nice justification this year. 

Mr. Epwin R. Corron. Thank you, Mr. Chairman. 

I have not prepared a written statement other than the one that 
you have before you. 

I think we can make out statement very brief, particularly, Mr. 
Chairman, if you will include the justification in the record. We have 
attempted to cover in the justification our position in the matter, 
and I am going to ask that that be included in the record. 


DISBURSEMENTS OF THE CommIssION, 1947-50 


Mr. Tuomas. Mr. Reporter, we will insert the last page of the 
justifications in the record at this point. 
(The matter referred to is as follows:) 
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Interstate Commission on the Potomac River Basin, annual operating statement, 
1947-50 


DISBURSEMENTS 








woth Ren = | 1947 


Salaries =e | 9,214. 42 | | $17, 148, 39 | $11, 512. 18 $10, 815. 39 
Office expenses al ocietdaddeacanie , 566. 65 | 4, 522. 40 3, 791. 69 3, 245. 21 
Commission and committee meetings ¢ ‘ } 407. 88 744. 33 | 539. 99 | 47.00 
ee er | 2,136.5 4 1,920.17 | 1,538.95 | 1,878.45 
PO daciinh cimieeaieinciitinancindnccateibcrnac-] aE |. a | eee 430. 92 


Total _- 28, 950.67 | 25, 155. 43 | | 18,246.40 | 15,916.97 
Industrial wastes investigation under U. 8. Public | | 
Health Service grant oineonsal:  Spueucee | 
] 





NATURE OF COMMISSION 


Mr. Epwin R: Corron. I think, gentlemen, you are all familiar 
with what our Commission is, so I will not go into that detail, except 
briefly to say that we are an interstate agency formed under a com- 
pact agreement of the four States in the Potomac Basin, consisting 
of Pennsylvania, Maryland, Virginia, West Virginia, and the District 
of Columbia and the Federal Government. 

It is a compact providing for the control of pollution. The Com- 
mission is given powers to coordinate activities of the various State 
water-pollution-control agencies and to make studies and to make 
recommendations to States as to any steps which should be taken in 
the control of pollution. 

The Commission has worked very closely with the State agencies 
and we feel that we have been very successful in getting them to do 
much more than they would othefwise have done if they had been 
left to their own devices. 

I think you gentlemen probably have seen some of the publicity 
that the Commission has had in the Washington area with respect 
to the Virginia communities, and what we have been attempting to 
get done. We have been attempting to get the people of the area 
to construct sewage-treatment plants. We have been partially 
successful in that respect, and we expect in the very near future to 
be entirely so. 

Insofar as our appropriation for the current year is concerned, 
is the same as in previous years. The Commission’s budget is 
planned to be the same. 

However, we hope with that money to do considerably more work. 
We are going to do it with the same staff, but we feel that with the 
aid of the State agencies that we can accomplish considerably more, 


SourcE or Commission FuNpDs 


Mr. Tuomas. Mr. Cotton, if J may interrupt you, I notice out of 
the budget of $29,000 here that the Federal Government in 1951 on 
analysis is the big contributor, particularly the District government, 
$7,200, and the Federal Government, $5,000, and, of course, you 
have another item there of Public Health Service of about $8,000 
contributions last year, and I assume you intend to get that much 
out of them again this year. The way it looks, this is largely a 
Federal project. 
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Mr. Epwin R. Corron. May I just say in that respect that we in 
the Commission do not feel that is all Federal money in view of the 
fact that most of the District’s money comes from taxpayers of the 
District. 

Mr. Tuomas. I think you are 100 percent correct there. $8,000 
out of the Public Health Service is Federal funds, and the $5,000 is 
Federal funds. 

Mr. Epwin R. Corron. With respect to the Public Health Service 
that money can be used only for work on industrial waste alone, and 
none of the money can be used for the Commission’s regular running 
expenses. 


FELLOWSHIP FOR INDUSTRIAL WASTE INVESTIGATION 


Mr. Tuomas. I notice that the Commission is going to set up a 
scholarship at Johns Hopkins University at a cost of $4,000. 

Mr. Epwarp R. Corron. Yes; that is true. 

Mr. Tuomas. What is the purpose of that scholarship? 

Mr. Epwin R. Corron. That is set up as a means of carrying on an 
industrial-waste investigation in the upper Potomac River Basin. 

Mr. Tuomas. Is that $4,000 per year? 

Mr. Epwin R. Corton. It is for 1 year. That was only for 1 year. 
The fellowship was for 1 year from February 1950 to February 1951. 

Mr. Tuomas. What part of the Federal contribution of $5,000 is 
going to be spent on that scholarship? 

Mr. Epwin R. Corron. None of the $5,000 has or would be spent 
on that fellowship. 

Mr. Tuomas. From where do the funds come? 

Mr. Epwin R. Corron. From the United States Public Health 
Service grant. 

Mr. Puiturps. Was the grant for that purpose? 

Mr. Epwin R. Corron. Yes; the grant was for that purpose. 

Mr. Tuomas. That is a fine expenditure, for the Public Health 
Service to put up $4,000 of taxpayers’ funds for a scholarship. 

Off the record. 

(Discussion off the record.) 

Mr. Epwin R. Corron. That money, Mr. Chairman, is for a fellow- 
ship; it is not a scholarship. It is for a graduate man to carry on the 
work. The reason it was set up that way was because we found that 
we could get the work done cheaper by having a fellowship and having 
a qualified graduate student do the work than to go out into the field 
ourselves and hire a man to do it. The work being done is simply the 
investigation of industrial wastes in the Lake Cumberland area where 
we have a very complex acid-mine and industrial-waste and sanitary 
problem. 

Mr. Tuomas. Off the record again. 

(Discussion off the record.) 


FEDERAL GOVERNMENT AS CONTRIBUTOR 


Mr. Puiturres. I have always questioned, Mr. Chairman, why 
the Federal Government as an agency should come into this. Why 
should not the money all come from Maryland, West Virginia, 
Pennsylvania, Virginia, and the District of Columbia. Why do you 
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feel that it is necessary to bring in the Federal Government. It is not 
a large amount as we deal in figures here on the Hill, but I do not 
quite see the propriety of bring the Federal Government into a 
matter of local interest and lecal benefit to the people who, in my 
opinion, should be prepared to put up the money. Is not that right? 

Mr. Sornoron. No, I do not agree with you. First of all, the 
Federal Government is a party to this compact. 

Mr. Puiuurps. That is not really an answer. That is just a state- 
ment that you have drawn the Federal Government into it. 

Mr. Sornoron. I do not say that we have drawn the Federal 
Government into it. I say the Federal Government brought the 
States into it. You have the cart before the horse. I would say 
further that the Federal Government has a very vital interest in this, 
as they are a direct contributor to the problem that we are trying 
to solve. 

Mr. Purtuips. What is the interest of the Federal Government 
outside of the interest of the respective States which are involved? 

Mr. Sornoron. For the reason that the Federal Government has 
many agencies in the States which are contributing to the pollution 
of the river. We have, in Maryland, many Federal agencies con- 
tributing to the pollution. The Federal Government owns over 
1,000,000 acres of land in the basin. 

Mr. Tuomas. And contributing to the general welfare and upkeep 
of the States of Maryland and Virginia too. 

Mr. Sornoron. I would never state that it is not an advantage to 
the States, although I understand the other day from one of the 
hearings that some of the gentlemen did not see it that way. 

Mr. Tuomas. I never saw any of these States wanting to run any 
of these Federal agencies out. 

Mr. Sornoron. No; I do not think they should. I am not sug- 
gesting that, but I am suggesting that the Federal Government has 
an obligation there to participate in the solution of the problem in a 
large measure caused by the Federal Government, without regard to 
whether the citizens of the particular community in which they func- 
tion receive any direct benefit, as, of course, they do. 


PROBABLE SOLUTION OF POLLUTION PROBLEM 


Mr. Anprews. Is the solution of this problem in sight, or will it be 
a continuing problem? 

Mr. Epwin R. Corron. I would say that it would be a continu- 
ing problem over a period of a good many years because of the 
fact that new problems are always arising. 

We have a case in point at the present time where the Federal 
Government plans to disperse their agencies which means it will in 
turn disperse the population. That creates watershed problems far 
beyond anything that was contemplated before. 

Mr. AnpreEws. Is any other agency engaged in work similar to that 
of your agency? Is any other agency engaged in it? 

Mr. Epwin R. Corron. Yes, there are others throughout the 
country. ; 

Mr. Anprews. I mean here. 

Mr. Epwin R. Corton. In the Potomac River Basin, there is no 
other interstate pollution-control agency. 


ee er ee ee ee eee I 
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I might say that one of the reasons why the Federal Government 
should contribute is the fact that the Federal Government uses our 
agency to a great extent through the request made by various Federal 
agencies for information. For instance, we do a lot of work for and 
furnish a lot of information to the Public Health Service. As a 
matter of fact, a good share of the material for their reports that they 
have made on the Potomac River Basin they have done in our office. 
We furnish work for the Soil Conservation Servic ve and the Depart- 
ment of Agriculture and to the Fish and Wildlife Service and various 
other agencies; for all of which the Federal Government pays nothing 
for other than the appropriation which is made to this Commission. 

As far as dollars-and-cents value goes I might say that I think you 
receive in value many times what the Federal Government puts into 
the Commission. 


Mr. Tuomas. Thank you, gentlemen. It is nice to see you at all 
times. 


Turespay, Fesruary 13, 1951. 


SMITHSONIAN INSTITUTION 


WITNESSES 


DR. A. WETMORE, SECRETARY 

J. E. GRAF, ASSISTANT SECRETARY 

DR. J. L. KEDDY, ASSISTANT SECRETARY 

C. W. MITMAN, ASSISTANT TO THE SECRETARY FOR THE NATIONAL 
AIR MUSEUM 

DR. R. KELLOGG, DIRECTOR, UNITED STATES NATIONAL MUSEUM 

F. A. TAYLOR, HEAD CURATOR, UNITED STATES NATIONAL 
MUSEUM 

DR. F. H. H. ROBERTS, JR., ACTING DIRECTOR, BUREAU OF AMERI- 
CAN ETHNOLOGY 

L. B: ALDRICH, DIRECTOR, ASTROPHYSICAL OBSERVATORY 

DR. R. WITHROW, CHIEF, RADIATION AND ORGANISMS DIVISION, 
ASTROPHYSICAL OBSERVATORY 

D. G. WILLIAMS, CHIEF, INTERNATIONAL EXCHANGE SERVICE 

P. H. OEHSER, CHIEF, EDITORIAL DIVISION 

L. L. OLIVER, SUPERINTENDENT OF BUILDINGS AND LABOR 


Funds available for obligation 





| j 
| 1950 actual is estimate | 1952 estimate 





Appropriation or estimate $2, 346, 000 | $2, 700, 000 $2, 557, 000 
Unobligated balance, estimated savings.._._.._.___....____--- —761 |__. 
Savings under sec. 1214 Fe Ae SS RE - -100, 000 | 


Total obligations Eig te: 2, 345, 239 “2, 600, 000 2, 557, 000 
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Obligations by activities 





Description 


1950 actual 


1951 estimate 


1952 estimate 





1. Management 
2. Operation of— 
United States National Museum 
Bureau of American Ethnology -- 
Astrophysical Observatory -- 
National Collection of Fine Arts 
National Air Museum 
Canal Zone Biological Area. ____- 
International Exchange Service______- 
3. General services: 
Maintenance and operation of buildings 





Other general services 


RRIF inter ans NRL ir SRS Pe 


$52, 574 


715, 484 
62, 245 


$53, 086 


71,977 


998, 330 
306, 729 


$53, 086 





2, 345, 239 


2, 600, 000 











Obligations by objects 





Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - -._----- 
01 Personal services: 
Permanent positions m aaa dint ase 
Part-time and temporary positions.._...............- 
Regular pay in excess of 52-week base 
Payments above basic rates___._______- 


Total personal services... _- 
Travel ‘ 
Transportation of things_---- “ 
Communication services capiahaaniiadsS teresa 
Rents and utility services___.___- 
Printing and reproduction ___-_. 
Other contractual services 
Supplies and materials__. 
Equipment_.-_- 
Lands and structures_ 


Total obligations 


1950 actual 


| 1951 estimate | 


1952 estimate 





532 


2 
532 


523 
3 
518 


| 

504 
3 

507 





$1, 849, 441 
25, 701 
7, 395 


27,638 | 


$1, 890, 138 
10, 000 


33, 639° 


$1, 881, 044 
10, 000 
8, 194 
33, 639 





1, 910, 175 


108, 000 
29, 339 
71, 339 
89, 059 


.1, 933, 777 
13, 590 

44, 500 

9, 915 

70, 000 
103, 000 
203, 500 
54, 000 
167, 718 


1, 933, 777 








2, 345, 239 








Mr. Tuomas. We have the pleasure of having with us this afternoon 
the Smithsonian Institution, represented by our distinguished friends 


Dr. Wetmore, 


secretary; Mr. Graf, Dr. Keddy, Mr. Mitman, Dr. 


Kellogg, Mr. Taylor, Dr. Roberts, Mr. Aldrich, Dr. Withrow, Mr. 


Williams, Mr. Ochser, and Mr. Oliver. 


Dr. Wetmore, it is nice to see you all. 


you folks over with us. 


We always enjoy having 
You add a little touch of freshness and bright- 


ness and, I might say, a little intellectual atmosphere that is alw: ays 


welcome. 
Dr. Wetmore. Thank you, sir. 


Mr. Tuomas. If you have a statement for us, we will be delighted 
to listen to you as long or as briefly as you desire to make it. 


GENERAL STATEMENT 


Dr. Wermore. Mr. Chairman and members of the committee, may 


I begin by reminding you that the Smithsonian Institution was 
founded by act of Congress on August 10, 1846, and is now in its 
one hundred and fourth year. We are very proud of our record in 
these more than 100 years of our activities and the place we hold in 
the minds of our fellow countrymen throughout the United States. 
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The Smithsonian Institution, which was established originally 
solely for research and the diffusion of knowledge, at intervals has 
been enlarged by congressional action as an operating organization 
and now serves as administrative head of 10 bureaus or activities of 
the Government. Those activities, duly established by law, are all 
continuing in nature and are stable in their procedures, so that there 
is little comparative change in our annual requirements for funds, 
except for the regular increase due to the steady growth in our various 
operations—not only in their value but also in their volume. 


ATTENDANCE AT NATIONAL MUSEUM: 


Some indication of our place here in Washington is shown by the 
attendance in our National Museum. The visitors for the fiscal year 
1950, closing on June 30 last, numbered 2,600,758, which is about the 
average of the last few years, but the indications are that this attend- 
ance is growing, since a survey of the period from July 1, 1950, to the 
end of January 1951 indicates an attendance of 1,457,489. That is 
nearly 72,000 more than for the similar 7-month period last year. 
Our halls now over the week ends are crowded, considering the time of 
the year. Our major attendance naturally comes during the spring and 
summer period when more people visit the National Capital, but last 
Sunday, for example, I was in the buildings and found the exhibition 


halls filled. 


ADDITIONS TO COLLECTION 


We are having steady and constant additions to the collections 
under our charge, the increment last year being approximately 793,000 
individual objects, and I may say we refuse many, many more things 
that we accept. The total value of the collections in our custody is 
now placed at close to 1 billion dollars, which is a very considerable 
body of cultural, scientific, and educational material. 


DEFENSE ACTIVITIES 


The Institution is not classed technically as a defense agency, but 
in addition to its normal activities—our collections, the maintenence 
and operation of our buildings, and the various normal operations— 
we are carrying on at the present time activities that are definitely 
in the defense category. They are matters that we are doing in large 
part at the request of the defense agencies. As an indication of this, 
I may call to your attention a study we are making of the various 
kinds of animals that are carriers of human diseases—insects, mollusks 
in some cases, birds, and other creatures. We are not medical men, 
but it is our function in this work to determine the kinds of animals 
and how they are distinguished one from another. There may be, 
for example, one species of mosquito that is particularly troublesome 
because of the type of malaria that it carries. Another quite similar 
one may be harmless. 

May I amplify that just a bit? Our normal work includes the 
identification and classification of all kinds of life, both animals and 
plants. There are certain of those that are of importance to the med- 
ical services, and they depend on our studies for the identification of 
those kinds that are injurious to man. We make no pretense of going 
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into the medical field, but we do furnish the basic information that the 
medical men must have in order to carry on their work. That is 
definitely our function; that is part of our procedure. We deal not 
only with the injurious kinds but with all kinds. As an indication 
of other studies that are of assistance in this present war period, we 
have some investigations going on now into the properties of uranium 
minerals and studies that will enable a better understanding 

Mr. Tuomas. Doctor, the committee has a very fine, sympathetic 
feeling for the Smithsonian Institution, but for goodness sake do not 
ruin it now by trying to come over here and classify yourselves as a 
war agency. By the wildest stretch of the imagination, I think 
you would be the last, and maybe next to you would be the National 
Gallery of Art. But I understand you both are now in. Go ahead. 

Dr. Wetmore. The work I mention has to do with a better under- 
standing of the mineralogical classification of uranium minerals. 

Mr. THomas. We are spending more money than you can put on 
this table over at the Atomic Energy Commission. That is their 
field. I imagine they know a thousand times more about it than you 
do; so I would just leave that field to them. 

Dr. Wermore. Mr. Chairman, | would like to disagree. They 
come to us for information on this portion of the subject. We had a 
famous collection of uranium minerals from many parts of the world 
long before atomic energy was ever known. Let me state that the 
specialized knowledge of our staff added to the immense store of 
information available in the national collections brings to the Smith- 
sonian professional workers, including those of defense agencies, in 
search of specific data. This can be obtained only by first-hand study 
of our specimens of animals, plants, fossils, and minerals, and those 
objects that illustrate man’s cultural, material, and mechanical 
achievements. The information gained is fundamental to many 
scientific investigations as well as to economic operations. 

Mr. Tuomas. Then we will cut down their appropriation, because 
they have spent plenty on that subject. 

Excuse me for interrupting you. 

Dr. Wermore. We are interested only in the classification of 
uranium minerals as such, not in atomic energy. Our other fields of 
work include also the classification of foraminifera, which are useful 
in the location of oil-bearing strata and are of basic value in a great 
many ways. We are also carrying on studies of the elements of Tight 
and humidity that cause deterioration in fabrics. The War Depart- 
ment is spending many millions of dollars on canvas and cloth each 
year; they have requested us, through the Astrophysical Observatory, 
to investigate those elements in light and humidity that cause the 
breakdown in fibers. It is a very interesting piece of work. Some 
has been done here in Washington, some in Florida, and some at our 
station down in Calama, Chile. 

Mr. Tuomas. I understand we just got through fighting a pretty 
good war from 1941 to 1945. Did you make that same study for the 
armed services then? 

Dr. Wetmore. This project has been going on now for about 3 
or 4 years. Further studies are related to chemical poisons that 
affect plant growth. We are designing an instrument to measure the 
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radiation from the earth going out into meee. That has been re- 
quested by the Army. 

Mr. Puiuurres. All you are telling this committee is about the new 
things you are doing. How are you doing on the regular work? 
You were a little behind last year. 

Dr. Wetmore. We are carrying on the regular work in relation to 
these things we are telling you about now. ‘This is part of our opera- 
tion. But our regular work has definite application to the present 
defense requirements. 

What I wish to bring out is this: A fair part of what we do in our 
normal procedure is of application by the Armed Forces. They 
utilize not only what we have done in the past, but what we are doing 
at the present time, and are very much interested in this type of study. 
It saves both time and money to utilize the specialized knowledge 
possessed by members of our staff 

We have constant inquiry, for example, in our library and our 
laboratories from the Pentagon and from the other services for 
information about various things they require. to know. 

In our normal work, I have told you something about the increment 
of specimens in the United States Natural History Museum, about 
the great variety of things that have come to us. 

The state of the Institution relative to its operations is fair. I 
have indicated here before in presenting statements to this committee 
that we have never recovered from the economy cut of 1934. I think 
that is quite. clearly demonstrated in a work table we have. In 1932 
we had available 19,663 man-hours per week. In the estimates for 
1952, although there has been a very considerable increase in the 
appropriations available to us in the intervening years, the man-hours 
amount to only 19,720. With the growth in our collections and the 
increase in visitors our workload has increased very considerably in 
20 years, yet we have no more man-hours of service than we had 
20 years ago. 

In giving consideration to the estimates for this year, we have had 
a full realization of the requirements for economy, and what we pre- 
sent we consider our absolute basic needs for maintenance and opera- 
tion. 

I would like to say just this relative to the present situation before 
our Nation: We are at the present time destroying and using rapidly 
our sources of available energy. One of the great sources that is 
available but is not being fully utilized at the present time is the sun. 
I saw a statement just within a day or two that the sun produces 
more energy in the course of a few minutes than is used practically 
throughout the entire world in various ways during the course of a 
day or two. The study of the sun in its various aspects is going for- 
ward in a variety of ways; there is to be a conference next week at 
Harvard University relative to this very matter, and we are asked to 
participate in it through representatives of our Astrophysical Observ- 
atory. 

In connection with the work of our Astrophysical Observatory, 
our estimates as we lay them here before you today cover only our 
urgent needs, the only increase allowed for any of our activities being 
that for the Astrophysical Observatory which is concerned with the 
studies of the sun just mentioned. 
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ESTIMATE FOR 1952 


The over-all appropriation made for 1951 is $2,700,000. There 
was impounded through congressional order $100, 000, leaving us 
$2,600,000. To make up this $100,000, we eliminated the item for the 
Clark Mountain Observator y which was discussed here last year, since 
we felt that we had not convinced this committee of its necessity 
at the time; and we were not then in a state of potential war. We 
have included in our total estimate of $2,557,000 for 1952, which 
involves an actual decrease of $143,000 below 1951, the restoration 
of $75,000 for the Clark Mountain Observatory, and $40,000 additional 
for equipment for the Division of Radiation and Organisms in order 
to put the latter unit in a position to carry on work that will be required 
of it during the next 2 or 3 years. 

These two laboratories, | will say again, are laboratories apart from 
the museum and apart from the galleries. They are carrying on very 
important scientific investigations and are producing information 
of definite value to the welfare of this country. 

‘These estimates for fiscal 1952 established by the Bureau of the 
Budget make no allowance whatever for within-grade promotions or 
for pay in excess of 52 weeks which will be mandatory and which we 
will have to absorb through lapses in employment and in other ways. 

I will say further that we have here in the Smithsonian a truly 
national treasure house that relates to American history, industry, 
and achievement in many fields; the materials entrusted to our custody 
are representative in a very concrete manner of those ideals and ways 
of life which we are now defending with all of our strength. Their 
care and preservation will require the financial support that we have 
indicated, which I hope you will regard as very modest in relation to 
the tremendous requests that are being made for expenditure in other 
directions. 

May I add that I think there will be nothing that would please the 
Communists more than some collapse in our present cultural interests. 

I would like to tell just one short story in concluding this statement 
relative to some American history as indicative of what. the Smith- 
sonian is and has been in the development of this great country of 
ours. 

In 1859, when the Smithsonian was relatively young, the Assistant 
Secretary, Professor Baird, sent a young naturalist named Robert 
Kennicott into northern C anada, where the Smithsonian had contacts 
with the Hudson Bay Co. officials. Kennicott went into this area 
from Lake Superior, traveling mainly by canoe. In 1861 he crossed 
over into Russian America to Fort Yukon on the Yukon River. At 
that time the upper Yukon was supposed to be a tributary of the 
Colville River which flows into the Arctic Ocean. The mouth ef the 
river was called by another name, and the Russians did not connect 
the two streams. 

Kennicott remained at Fort Yukon during the winter, and came 
back finally with the first collections and information of any moment 
that had come to our country relative to that part of the world. 

In 1865 the attempt to lay a trans-Atlantic cable had failed, and 
there was a proposal for an overland telegraph line through Alaska 
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and Siberia and so into Europe. The company that had this matter 
in hand came to Kennicott and asked him to head the necessary 
explorations. He said he would do this if he were permitted at the 
same time to carry on work in natural history for the Smithsonian. 
The officials concerned agreed. Kennicott recruited half a dozen of 
his fellows from the Smithsonian—Dall, Bannister, Bischoff, and some 
others, and went up to Alaska on the first one of our revenue cutters 
to make a voyage to that area. Kennicott died there, and Bannister 
became leader of the party. Later the Atlantic cable was laid, and 
the Alaskan project was abandoned. 

In 1867, Seward was greatly interested in the purchase of Alaska, 
for which the Russians wanted $7,200,000. Congress was apathetic, 
as was the country at large, the project being generally considered a 
waste of money. It fell to Senator Sumner of Massachusetts to 
defend the proposal before the Congress, and it was only through in- 
formation that he gained from Baird in the Smithsonian, taken from 
the journals of Kennicott and Bannister, and the knowledge that 
Bannister had of the Russian language, that he was able to prove that 
Alaska was not a barren waste of ice and rock but was an immensely 
valuable possession which has already paid for itself time and time 
again. 1 consider that is a very definite indication of the value of the 
type of work we do. We would be in a hazardous situation at this 
moment if this purchase of Alaska from Russia had failed, as it might 
well have done. 

I relate this simply as one concrete indication of the value of what 
comes from the specialized investigations’ which are the field of the 
Smithsonian Institution. 

Mr. Tuomas. That is quite interesting. That is a very nice state- 
ment, and we are delighted to have it. 


ANALYsIs OF ACTIVITIES AND EXPENDITURES 


At this point, we will insert in the record the table on page 4 and 
also the one on page 5. The one on page 5 really has the meat in it. 
It breaks it down into all the bureaus. 

(The matter above referred to is as follows:) 


Summary analysis by activities 





Activity 1951 | Deduction | Additions 1952 





. Management $53, 086 | 0 $53, 086 
2. Operation of: | 
United States National Museum 781, 515 5, 0} 765, 570 
Bureau of American Ethnology | 63, 333 | 0 | 63, 333 
Astrophysical Observatory : 102, 751 | | $115,000 | 217, 751 
National Collection of Fine Arts..........-..._- 39, 591 0 | 39, 591 
National Air Museum..--_--.- i Pee eae eae | 167, 688 | 0 | 167, 688 
Canal Zone biological area | 15, 000 | | 0 15, 000 
International exchange service__...........--.-- 71, 977 | 0 | 71, 977 
. General services: ’ | 
Maintenance and operation of buildings ----_.---- 998, 330 2,055 | 0 | 856, 275 
Other general services ed 306, 729 0 | 0 | 306, 729 
. Reduction of 1951 appropriation under sec. 1: 1) 100, 000 | ; 0 





2, 700, 000 258 115, 000 | 
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MANAGEMENT 


Mr. Tuomas. Now let us go to your Management Bureau on pages 
6 and 7 of your justification. At this point in the record, we wiill 
insert pages 6 and 7 dealing with management and follow that with 
page A-1. It shows that the Management Bureau for 1951 had 10 
people, and there are also 10 requested for 1952, at a total cost for 
each year of $51,886 for ciel 

(The matter above referred to is as follows:) 


The Office of the Secretary manages (plans, directs, and controls) the Institu- 
tion’s nine Operating bureaus and eight general service divisions. In 1952, it 
will be engaged in the following work programs: 

I. The recurring annual management program which includes: 

A. Consideration and solution of immediate operating and general service 
problems, including additions to the national collections, personnel, procure- 
ment, space, and building maintenance. 

B. Monthly budgetary review of personnel requirements and other obliga- 
tions and reallotment of funds as may be required. 

C. Periodical review of work programs and workload statistics with 
bureau heads and division chiefs. 

D. Personal examination and inspection of bureau operations and objectives. 

EK. Preparation and issuance of directives (administrative bulletins and 
office memoranda). 

F. Coordination of interdepartmental work programs, including river 
basin surveys (Archeological-Interior) and cooperation with the American 
Republics (Institute of Social Anthropology-State). 

II. The long-term planning and review program which inchides: 

A. Modernization of exhibits. 

B. Research programs and objectives of the several bureaus. 

C. Extension of educational services to the public. 

D. Electricity load and telephone instrument surveys. 

EK. War contribution and civilian defense studies. 

F. -Inspection of field stations. 

Service on various boards and interdepartmental committees will continue to 
require a considerable proportion of the time of the Secretary and the two assistant 
secretaries. 

The workloads involved in carrying forward the two continuing management 
programs in 1952 will not vary appreciably from those of 1951, either in scope or 
character, although it is obvious that the small staff of 10 engaged thereon is 
strictly limited as to the volume of work that can be accomplished. Estimated 
obligations, classified by objects of expenditure, are detailed in the appendix, 
page A-l. 

The same amount available for this activity in 1951 is again requested for 1952, 
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1951 estimate Increase over 1951 1952 estimate 





| | 
No. ‘Total salary} No. |Tot alsalary| No. \Total salary 
| | 





PERSONAL SERVICES 


GS-16, assistant secretary_..........------ 
GS-15, assistant secretary 

GS-9, administrative assistant 

GS-8, administrative assistant 

GS-7, private secretary 

GS-5, clerk 

GS-3, file clerk 

CPC-3, messenger 


$11, 200 | catia 
> 2 ees 
4, 797 |. 
8, 688 avi 
3, 969 |. 
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1 Decrease, 


Mr. Tuomas. Then you have your “Other objects” there—travel, 
$1,000; supplies and materials, $200, amounting to $1,200—making 
the total cost for management $53,086 for each year. 

Mr. Secretary, this is your office; is it not? 

Dr. Wermore. Yes, sir. 

Mr. Tuomas. This is for the assistant secretaries, an administrative 
assistant, two other administrative assistants, a private secretary, a 
clerk, a file clerk, and two messengers. 

Dr. Wermore. This is the head office for the entire Smithsonian 
Institution. 

EMPLOYMENT, 1951-52 


Mr. Tomas. You had 515 personnel in 1951 and request 515 for 
1952; is that correct? 

Dr. Wermore. Yes, sir. 

Mr. Tuomas. The budget last year recaptured $100,000 of your 
$2,700,000; is that correct? 

Dr. Wermore. Yes, sir. That is for the year 1951. 


ReQuEST FOR ALTERATIONS AND IMPROVEMENTS 


Mr. Tuomas. Now you seek a nonrecurring item of $75,000 for 
your mapaiere f in California plus $40,000 for your plant laboratory, 


making a total of $115,000 in nonrecurring items for improvements. 
Those items are not in the District of Columbia at your headquarters? 
Dr. Wermore. $40,000 is in the District of Columbia. 
Mr. Tuomas. Is that for the plant. laboratory? 
Dr. Wetmore. Yes. 
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Mr. Tuomas. Where is that located? 

Dr. Wermore. In the Smithsonian building. The $75,000 is in- 
tended for expenditure in California. 

Mr. Tuomas. How much was appropriated last year for the im- 
provement of your buildings in the District of Columbia? I re- 
member there was some hiatus in your figures when I was working 
this out last night. 

Dr. Keppy. Due to the $100,000 cut in our 1951 appropriated funds 
by the Budget Bureau and to the natural readjustment we had to 
make in our funds on account of the changes in cost over what was 
originally estimated, the amount for ‘General services, maintenance 
and operation,”’ under “07,” is $176,100. That is the sum which was 
allocated this year for alterations and improvements. 

Mr. THomas. How much of that has been spent or will be spent in 
the fiscal year 1951? 

Dr. Keppy. We expect to spend all of that. 

Mr. Tuomas. In 1951? 

Dr. Keppy. This is for 1951. If it is not spent, of course, it will 
go back to the Treasury. 

Mr. Tuomas. Will it all be allocated? 

Dr. Keppy. Some $110,000 has actually been obligated to date. 

Mr. Tuomas. For what was that spent? 

Dr. Keppy. For improvements in the Arts and Industries Building. 

Mr. Puruurps. Let me understand that—$110,000 out of which item? 

Dr. Keppy. Out of ‘07,’ under ‘Maintenance and operation.” 

Mr. Puiturps. The $100,000 was taken from that? 

Dr. Keppy. That is for 1952. When we come into 1952, we lose 
$100,000 due to nonrecurring items. 

Mr. Tuomas. An amount of $100,000 was also impounded by the 
Budget; was it not? 

Dr. Keppy. Yes, sir, $100,000, under section 1214 of the general 
appropriation act, 1951. 


Cost oF MAINTENANCE AND OPERATION OF BUILDINGS 


Mr. Tuomas. For personal service, for maintenance and operation 
of your buildings, you had $998,330 last year; is that correct? 

Dr. Keppy. That sum was the whole allotment, including other 
obligations. Personal services alone was $715,550. 

Mr. Tuomas. That is the same in 1952? 

Dr. Keppy. Yes, sir; no change. 


NONLABOR OBLIGATIONS 


Mr. Tuomas. For your other obligations, you have communication 
services, $8,400; rents and utilities, $23,000; other contractual services, 
$176,100. 

Dr. Keppy. That is for this year. 

Mr. TxHomas. That is for 1951? 

Dr. Keppy. That is right. 

Mr. Tuomas. And this year you are seeking $76,100? 

Dr. Keppy. There is a cut of $100,000. 

Mr. Tuomas. What is that $76,100 in 1952? 
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Dr. Keppy. That includes $2,360 for various contractual services, 
like elevator inspection, elevator maintenance, truck repairs, painting 
flagpoles, and doing various services that we can only perform by 
getting some outside contractor to do them. 

Then we have $35,000 for the remodeling of four public comfort 
rooms, two in the Natural History Building and two in the Arts and 
Industries Building. 

Then there is $1,000 for remodeling space for the first-aid room; 
there is $8,000 for extending the freight elevator travel in the Freer 
Building to the subbasement from the first basement and also to the 
attic. 

For plastering and painting exhibition halls in the Smithsonian 
Building, Arts and Industries Building, and the Natural History 
Building, there is $29,740. 

Mr. Tuomas. You have two nonrecurring items, one of $29,000 
and one of $35,000, and the other is for ancillary equipment that goes 
with them; is that it? 

Dr. Keppy. They are all nonrecurring items except the $2,360. 

Mr. THomas. So that you have three nonrecurring items. You 
have $40,000 for the plant laboratory; $75,000 for the Astrophysical 
Observatory, and .two items in here totaling in the neighborhood of 
$70,000 for improvement of buildings in the District of Columbia. 
Is that correct? 

Dr. Keppy. Yes, sir; nonrecurring in 1953. 

Dr. Wetmore. May I say that part of this improvement in our 
buildings is really necessary replacement and restoration of areas that 
are badly worn, that need attention now before they get completely 
out of hand. The situation in the public comfort rooms is bad. 
In the main exhibition space, we are under continual necessity for 
painting, repairing, plastering, and maintenance of that nature. 

Dr. Keppy. There are really tremendous areas that need painting 
that have not been painted since 1939. 


ASTROPHYSICAL OBSERVATORY 


Mr. Tuomas. For personal services for the Astrophysical Observa- 
tory, you have $86,486 for 1951, and the same figure is asked for 1952. 

Other objects include $3,100 for travel; communication services, 
$65; rents and utility services, $400; other contractual services, 
$2,000; supplies and materials, $4,700; and equipment, $6,000, making 
a total of $102,751 for 1951, and the request for 1952 is for $217,751. 


INCREASE FOR 1952 


The reference is “(Lands and structures, $46,400,” and ‘‘Equipment, 
$68,600,’’ making a total of $115,000 increase for 1952 over 1951, 
and that sum will be spent in establishing a third observatory. You 
now have one at Table Mountain, one at Calama, Chile, and you 
want a third one at Clark Mountain. 

Dr. Wermore. We had three up until very recently. It is quite 
necessary to have three in order to assure continuity in the observa- 
tions that must be made. The third observatory originally was in 
southwest Africa on Mount Brukaros. That proved unfavorable 
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because of dust storms. We locate these observatories where the 
skies are absolutely clear so far as we can humanly determine. We 
removed the station then to Mount St. Katherine in Palestine and 
had to withdraw it when the war came on. Then we moved to 
Burro Mountain in New Mexico, which was favorable for a time, but 
due to mining operations because of the war, there was so much dust 
in the atmosphere that we finally abandoned that site. 

We have carried on observations for several years checking on new 
locations and have determined that Clark Mountain, Calif., is the best 
site for our purposes in the Northern Hemisphere. 


EMPLOYMENT IN OBSERVATORY 


Mr. Tuomas. How many people do you have in this set-up, is it 14? 

Dr. Wermore. In the Astrophysical Observatory? 

Mr. Tuomas. Yes. 

Mr. Grar. Eighteen. 

Mr. THomas. Where are they, nine in the field, five in the District 
of Columbia, plus two more in the District? You have seven in the 
District of Columbia? 

Dr. Keppy. The total is 12 in the District of Columbia, and 6 in 
the field. 

Dr. Wermore. The new installation does not contemplate addi- 
tional personnel. 

Mr. Tuomas. Five and five is ten and two is twelve, in the District 
of Columbia. 

Dr. Wernmore. Yes, sir; that is right. 

Mr. Grar.Plus 6 in the field. 

Mr. Tuomas. That makes a total of 18. The director is GS-14. 

Dr. Keppy. Yes, sir. 

Mr. THoomas. Who is the present director? 

Dr. Wermore. Mr. L. B. Aldrich, who is the second gentleman 
to my left. 

Mr. Tuomas. It is nice to see you. How long have you held 
this job? 

Mr. Aupricu. Since 1944. 

Mr. THomas. Then you have two GS-9 instrument makers, a 
mechanic and laborer, a GS-13 astrophysicist, a GS-5 astrophysical 
aid, and in radiation and organisms you have GS-13, one, a plant 
physiologist, GS-9, one, a GS-5 chemist and a GS-5 museum aid. 
What are his duties? 

Dr. Withrow. To prepare plant material for experimental work. 

Dr. Wermore. These titles, may I explain, are titles which are 
given to us by the Civil Service Commission. 

Mr. Tuomas. Now, in the field you have a GS-11 astrophysicist, 
and you have one at 7 and three at 5 and an astrophysical aid. 


TRAVEL FOR THE SMITHSONIAN INSTITUTION 


How much money do you have in your Department for travel this 
year? I notice here you have $3,100. 

Dr. Kreppy. The total for the institution for travel is $13,590. 

Mr. Tuomas. It ought to be on page 5. 

Dr. Keppy. It is at the bottom of the page, Mr. Chairman. 
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Mr. GraF. $13,590 is shown at the bottom of the column headed 
66997? 
UNEXPENDED BALANCE AS OF JANUARY 1, 1951 


Mr. Tuomas. What is your unexpended balance as of January Ist 
for travel for 1951? 

Dr. Keppy. $7,596. That is larger than the amount we have so 
far spent because of the fact that most of our travel comes in the spring 
when the season opens for field work. 


ASTROPHYSICAL OBSERVATORY 
JUSTIFICATION OF TRAVEL EXPENSES 
| 


Mr. Tuomas. What is the justification for this travel item here 
for the Astrophysical Laboratory, $3,100, when you have most of 
your men located here in the District of Columbia? 

Dr. Keppy. It is made up as follows: 

The transfer of one employee and his family from Table Mountain 
to Calama, Chile, $1,400, and transfer of one employee and family 
now at Calama, Chile, back to this country. In other words, there is 
an exchange after 3 years on account of the arduous living at Calama, 
Chile, at 10,000 feet elevation. That comes to $2,800. The remain- 
ing $300 is for travel in this country, principally to Oak Ridge, Tenn., 
to study the use of isotopes as tracers in analyzing the chemical 
reactions involved in photosynthesis. : 


INTERNATIONAL EXCHANGE SERVICE 


Mr. Tuomas. Does the International Exchange Service work both 
ways? 

Dr. Wermore. Yes, sir. 

Mr. Tuomas. In other words, how many pieces of mail do you receive 
from foreign governments? I think there was a mistake in your table 
showing that you sent out 800,000 pieces, but I understand that it is 
pounds rather than pieces. 

Dr. Wermore. That is right. 

Mr. Tuomas. You testified last year.it was pieces. 

Mr. WiuurAMs. It is pounds. As it averages out, some of the pieces 
weigh less than an ounce, and some of them weigh several pounds. 
Often it is a bound volume of the Congressional Record, for instance; 
it averages out about a pound per piece. 


RECEIPT OF MAIL FROM FOREIGN GOVERNMENTS 


Mr. Tuomas. How many pieces of mail do you receive from foreign 
governments? 

Mr. Wiuiurams. Of mail or publications, sir? 

Mr. Tuomas. Whatever you want to call them. 

Mr. WiuutAms. Well, we receive letters also. 

Mr. Tuomas. I see what you are talking about. I am not talking 
about the official mail of the Smithsonian Institution, but the publica- 
tions that you are supposed to distribute throughout the governmental 
agencies, publications that you receive from foreign sources. 

Mr. WiuuiaMms. I will have to refer to the records on that. 
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Mr. Tuomas. The chart is on page A-25. 

Mr. WituraMs. That is a statement of the total workload. 

Mr. Tuomas. That is on page A-25 of the justifications. You 
show domestic receipts and you show here the foreign receipts. 

Mr. Wituiams. Yes, sir. 

Mr. THomas. You have in round figures 130,000 for the fiscal year 
1951 and the year is half gone, and you estimate in round figures you 
will get the same number for 1952. If you can say you get 130,000 
pieces of literature that you are going to have to redistribute, is that 
pounds now or pieces of mail? 

Mr. WituraMs. It is roughly the same, sir. The pieces will average 
about 1 pound apiece. Some of them weigh more than that, some less. 


DISTRIBUTION of MAIL TO FOREIGN GOVERNMENTS 


Mr. THomas. You have a total for shipment of 1,043,676 for 1951, 
and in your statement last year you gave a figure of about 400,000. 
Then you show a backlog in addition for 1951 of 206,000. 

Mr. WiuuraMs. That figure is approximate. The 400,000 that I 
gave you last year is the number of pieces sent out under instructions 
of the Library of Congress to the foreign depositary libraries. 

Mr. Tuomas. So the figure 400,000 was not all-inclusive. You had 
another 600,000 to add to it? 

Mr. WiuuiaMs. Yes, sir, in addition to the ones we sent out for 
the Library of Congress which we receive in bulk from the Govern- 
ment Printing Office there is also what we term departmental ex- 
changes which are packaged publications addressed and prepared at 
the Government Printing Office and sent to us. The biggest portion 
of those are packed in cases and transported at a cost of approxi- 
mately 4 cents a pound. 

Mr. Tuomas. Did you bring with you a list of the countries and 
the agencies in foreign countries to which these are sent? I believe 
there are between 90 and 98 that you send these 1,000,000 pieces to. 
In other words, you sent 1,043,000 for 1951 and then in addition you 
have 206,000 that you have not been able to get around to. That is 
about 1,300,000. 

Mr. Wiiurams. The 206,000 is included in the 1,043,000 pounds. 
That is 206,000 of the total of 1,043,000 that we will not be able to 
ship with the money we have available. 

Mr. Tuomas. The backlog is included in vour figure of 1,043,000? 

Mr. WitutaMs. Yes, sir. 

Mr. Tuomas. Where are we sending these? 

Dr. Wermore. Here is a list of the distribution of the govern- 
mental sets. 

Mr. Grar. One table is for the fiscal year 1951 thus far, and the 
other is for the last fiscal year. 

Mr. Tuomas. Which one is this for? 

Mr. Grar. For fiscal 1951. 

Mr. Witurams. The other is for the first 7 months of this fiscal year. 

Mr. Tuomas. How many foreign countries are you sending this 
mail to now, is it 90 or 98? 

& Mr. Witurams. At the present time to about 102 different places. 

Mr. Tuomas. To different places, but to how many different 
governments? In the case of some governments you can send it to 
a half-dozen different places. 





Mr. WiiuiaMs. Yes, sir. Australia, for instance, receives seven 
complete sets. 

Mr. THomas. How many different countries do you send them to? 

Mr. Wiiuiams. I will have to add them up. 

Mr. Grar. I have 77 on the count that I have made. 

Mr. Tuomas. Is 77 reasonably accurate? 

Mr. WituraAMs. Yes, sir. 

Mr. Tromas. Let us see, Afghanistan, Anglo-Egyptian Sudan, 
763 pieces, Argentina, Australia, Austria, Belgium, Bolivia, Brazil, 
British Guiana, British West Indies, Bulgaria, Burma, Canada, 
Ceylon, Chile, and China. Is that the Chiang Kai-shek government 
or the Communist government? 

Dr. Wermore. The only shipments going: to China at the present 
time are sent to Formosa. 

Mr. WixurAMs. The footnote to that is on the bottom of the first 
page and it says ‘‘Suspended.’’ ; 

Mr. Tuomas. Colombia, Costa Rica, Cuba, and Czechoslovakia. 
I guess those Communists in Czechoslovakia appreciate your literature 
over there. 

Mr. Wiuuiams. They send a certain amount to us. 

Mr. Anprews. What happens to it? 

Mr. Wiiurams. Some comes to the Smithsonian library, some to 
the Library of Congress and other Government agencies, and some to 
non-Federal libraries. 

Mr. Tuomas. How much did we get from Czechoslovakia in 1950? 

Mr. WiuuiaMs. For 1950 we have had 3,927 pounds. 

Mr. Tuomas. Pounds? 

Mr. WiuuraMs. Yes, sir. 


NATURE OF LITERATURE RECEIVED FROM FOREIGN GOVERNMENTS 


Mr. THom’s. What was the nature of the literature they sent us? 

Dr. Wermore. It is partly government reports and partly scien- 
tific literature, just as valuable as the type of material we send them. 
It includes their department of agriculture,- their official decrees of 
government, practically everything that they publish. We get reg- 
ularly in the Smithsonian Library material from Russia and from the 
Russian satellite countries, and the Library of Congress does also. 

Mr. THomas. We do not get anything of any consequence out of 
Russia, do we? 

Dr. Wermore. Yes, sir. 

Mr. Tuomas. Do they tell us how many men they have in the 
Army and how much they spend for submarines, and so forth? 

Dr. Wetmore. We do not tell them that either. 

Mr. Tuomas. If they ever get a newspaper out of this country it 
will be on every page. 

Dr. Wermore. Here is a monthly list of material coming to the 
Library of Congress; we get mimeographed lists of that same nature 
from other sources. 

(Discussion off the record.) 

Mr. Tuomas. I see you have here U.S. S. R. also. 

Mr. WiuuiaMs. Yes. 

Mr. Tuomas. Number of pieces full set, 4,600. Is that what we 
sent them, or what they sent us? 
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Mr. Wiu1aMs. That is what we are sending them. 

Mr. Tuomas. We sent them 4,600 pieces? 

Mr. WituiaMs. Yes, sir. 

Mr. Tuomas. What bureaus make up that material? 

Mr. WiuuiaMs. Practically all of them. 

Mr. Tuomas. They ought to save their money for supplies if every 
governmental agency sends out its own propaganda in this country. 

Mr. WiiutaMs. They are the regular publications of the various 
agencies, those which meet treaty requirements for transmission to 
foreign countries. 

Mr. Grar. If it is anything of importance they will have already 
sent it out in diplomatic pouches, had it translated and distributed 
to their interested men long before they would get it through the 
International Exchange Service. In other words, we are not giving 
away any secrets. 

Mr. Tuomas. I do not think the Smithsonian is giving away a 
thing. You are just transmitting what has already been given away 
long before it gets to you. 


ESTIMATED COST OF LITERATURE SENT TO FOREIGN GOVERNMENTS 


Do you have an idea, Dr. Wetmore, how much it costs the taxpayers 
of the United States to print this 1,043,000 pieces of literature that 
we sent to all of our friends and enemies alike overseas each year? 

Dr. Wetmore. No, sir. 

Mr. Grar. Very little, I would say. 

Mr. THomas. What do you mean by very little if it costs you 


$71,000? 

Mr. Grar. But this material is not printed for/his purpose at all, 
Mr. Chairman. It is just a small part of the editions printed primarily 
for domestic use. 

Mr. Tuomas. I understand that, but we would not ptint 1,043,000 
extra copies of it. What is the exact amount of this item? 

Mr. Anprews. It is $71,977. 

Mr. Keppy. Yes, $71,977. 

Mr. Tuomas. Does anybody care to hazard a guess as to what it 
costs to print this? Of course, I am getting out of your field, I realize 
that, Dr. Wetmore. 

Mr. Grar. Mr. Oebser says a cent a page. 

Mr. Tuomas. What is your guess? 

Mr. Ornser. I would say a cent a page. 

Mr. Tuomas. There is no telling what these 1,043,000 pieces cost. 

Dr. Wetmore. Here is a monthly list for January 1951, of the 
publications of this Government. These are intended for use in our 
own country, primarily. 

Mr. Tuomas. It should be made clear for the purpose of the record, 
and everybody in this room understands it, that none of those publica- 
tions are printed especially for any foreign country. They are printed 
for home consumption. They are sent copies just like everybody else 
gets them. 

Dr. Wermore. That is right. 

Mr. Puatuurps. Would the cost be $150,000? 

Dr. Wermore. I would not think it would go that high, Mr. Cone 
gressman. This represents a small part of the distribution of publi- 
cations intended for our own use, in this country. 


~~ a oe Oe ee ee 
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Now, certain copies go abroad, and in return we receive from the 
foreign government equivalent materials. It is a quid pro quo 
proposition. It is important in this country to have materials from 
abroad just as it is important for countries abroad to receive informa- 
tion on what we do here. There is a definite exchange, and my own 
feeling is that the return we get is a very fair one—that without that 
return we would be definitely handicapped in many areas especially 
as to the progress of Government operations throughout the world. 

Mr. Tuomas. Why do we have all of these attachés all over the 
world? What are they doing if they are so vital and so necessary? 
The Army has them, the Navy has them, the Air Force has them, and 
the State Department has them, ECA has them, and let me see if I 
can think of any others. 

Mr. Ketioae. Do they have the funds to purchase literature? 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


SOURCE OF LITERATURE DISTRIBUTED TO FOREIGN GOVERNMENTS 


Mr. Grar. About one-third of these publications that we send out 
are not published by the Federal Government. About one-third of 
them are published by State agencies, universities, and professional 
institutions, so that only about 70 percent would be a Federal charge. 

Mr. AnprRews. You do not pay for those that you get from private 
institutions? 

Mr. Grar. No, sir; they are delivered here at no cost to us. 

Dr. Wetmore. We pay nothing for any of these. I might explain 
that this operation is one that is carried on by the Smithsonian Insti- 
tution through instruction. It is governed by treaties with these 
countries—definite agreements—treaties covering the exchange of 
information. A stipulation is made, as I recall the wording of the 
agreements that nothing of a confidential or secret nature, is required 
to be furnished. It is understood that there will be a fair interchange 
between the governments concerned. Those treaties stand for all of 
the countries on this list which was placed before you, Mr. Chairman. 


APPROPRIATION REQUESTED FOR 1952 


Mr. Tuomas. In dollars and cents how does this appropriation 
compare with the fiscal year 1951 for personal services and all other 
activities? You put it here in one spot, and only one spot that I can 
find, and that is on table 5. It looks like your total grand request for 
1952 is $2,557,000. 

Mr. Grar. That is correct. 

Mr. Tuomas. Minus $100,000 and minus $43,000 the sum total of 
this request is $2,557,000. 

Dr. Wermore. Yes, sir. 

Mr. Tuomas. Mr. Andrews, do you have any questions? 

Mr. AnpreEws. I have no questions, Mr. Chairman. 


ASTROPHYSICAL RESEARCH 


Mr. Yates. With respect to the research that you intend to carry 
on through the Astrophysical Observatory, are any other agencies of 
the Government carrying on similar research? 
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Dr. Wermore. No, sir. 

Mr. Yares. There is no duplication of the research carried on by 
any other agencies? 

Dr. Keppy. No, sir; it is basic research that is carried on nowhere 
else. 

Mr. Tuomas. How long has it been carried on? 

Dr. Keppy. In radiation and organisms since 1929. 

Mr. Tuomas. How long has this astrophysical work been carried on? 

Dr. Wermore. Since 1890, 60 years. 

Mr. Yates. Does the Department of Agriculture conduct any work 
in radiation and organisms, such as you are carrying on? 

Dr. Wetmore. Not in duplication of what we are doing. 

Dr. Keppy. It is basic research as distinct from’ applied research. 


INTERNATIONAL EXCHANGE SERVICE 


Mr. Yates. With respect to the International Exchange Service. is 
the Smithsonian Institution the sole agency through which this infor- 
mation is disseminated to foreign governments? 

Dr. Wetmore. No; there are certain materials that are sent direct 
by other agencies, but there is no duplication in this. We are the only 
agency designated as the official International Exchange Service; the 
post office naturally transmits materials for other agencies on request. 

Mr. Yates. Where do you come into the picture with respect to 
an agency, such as U NESCO, which is part of the United Nations? 
Is the Smithsonian Institution the agency of the United States that 
participates in the cultural exchange of information for UNESCO? 

Dr. Wetmore. No, sir; not in the way that you indicate. 
UNESCO operates independently, so far as I know, in that matter. 
That is, UNESCO has its representatives that handle matters directly. 

Mr. Yates. As I understand that organization, the State Depart- 
ment does undertake the exchanges of cultural publications and various 
educational publications. My question is whether the Smithsonian 
Institution is the agency for the Department of State in carrying 
out that function? 

Dr. Wetmore. No, sir; not as to that function. 

We do make transmittals of certain publications of the Department 
of State, concerned with UNESCO and selected for transmittal by 
the Library of Congress. 

Mr. Yates. Are there other agencies which do it as well? 

Dr. Wermore. Not to my knowledge. 

Mr. Grar. The exchange service here considered is a long-range 
proposition under international treaty and agreements. It has been 
going on for a long time. 

Mr. Yates. You do not mean the recent Brussels Treaty? 

Mr. Grar. No, sir; the Convention of Brussels in 1886. 

Dr. Wermore. The understanding is that the important documents 
printed by this Government shall go to a designated agency or library, 
one designated by the country itself, in each of these countries. Now, 
certain countries have an interest. in practically everything we put 
out, and others only in part. So, the distribution is made two ways— 
in complet e sets, and in partial sets. This monthly catalog of Govern- 
ment publications indicates the distribution. You will notice on the 
pages that there are certain items indicated by a heavy black dot. 
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Those are the ones that go out through exchanges to the other Govern- 
ment libraries. They comprise a selection across the whole board _of 
all our Government publications. 


REIMBURSEMENTS TO SMITHSONIAN FOR SERVICES PERFORMED 


Mr. Yates. With respect to the research which you state that you 
are being called upon to do for other governmental agencies, such as 
your study into, is it fireproofing for the Department of Defense, that 
you testified to, coating canvas to make it fireproof? 

Dr. Wetmore. No, sir; it was factors that cause deterioration in 
textiles. 

Mr. Yates. Well, let us use that as an example. Is your agency 
paid anything by the Department for carrying on that function? 

Dr. Wermore. The work is done in part under contract. The 
actual out-of-pocket expense for special expenses, for materials, and 
for things of that kind are covered. The payments do not cover 
salaries or the routine laboratory expenses that we would assume 
normally. 

Mr. Yates. What sort of an arrangement do you have with the 
Department of Defense for such a study? They will pay all of the 
expenses you incur other than salaries? 

Dr. Wermore. Other than salaries and those expenses involved in 
the normal operation of the laboratory. They pay special expenses 
for equipment and materials that we have to buy beyond our own 
needs, and for freight or anything of that kind. The Smithsonian is 
in a position to cooperate in this type of work since it has available 
private funds, funds that come to us as income from our endow- 
ments. We make the expenditures from these. We have contracts 
to cover the work, and periodically render accounts to the agencies 
concerned which, in turn, reimburse us. Except for these private 
funds that we have available we would not be able to do that. Of 
course, we contribute a certain amount to all of these operations 
ourselves, since we do not recover all of the expense which we incur. 
Very seldom do we make any charge for overhead. 

Mr. Grar. We are making measurements at our laboratories and 
observatories for our own use as well. It is easy to put these fabrics 
out on frames and expose them to accurately measured conditions as 
to light and heat. In other words, it is the economical way to do the 
job. If someone else were doing it they would have to go to all the 
trouble and expense of setting up the equipment required for making 
measurements on radiation, and so forth. 

Mr. Yares. Is there any reflection in your statement of justifica- 
tions which would indicate the amount that you have received from 
other Federal agencies as a result of the studies you have undertaken 
for them? 


AMOUNT OF REIMBURSEMENT 


Dr. Wetmore. No, sir; there is no statement here. 
received are relatively small. 

Mr. Yates. Have you any idea what that total is for the various 
agencies? 

Dr. Wermore. For the current year, $6,000 to cover this work you 
have just been discussing. We are putting in a certain amount our- 
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selves. We never attempt to keep strict cost accounting on that, as 
we consider it merely a matter of cooperation in this work. There is 
no charge for overhead. In other words, the supervision is carried on 
by our regular staff in connection with out other usual work. The 
accounting is done in our treasurer’s office. The accounts are made 
up and submitted there. 

Mr. Yares. In the event those requests were not made of you, are 
there other institutions in this country, other private corporations 
which could undertake that research for the Government? 

Dr. Wermore. No, not in the same way; not with the same type of 
know-how. 

There are testing companies that do work of this kind, but at a 
considerable cost. I would say that the expense here is very moderate 
to what it would be if an agency could be found equipped to do the 
work, and if such agency could be found they would have to come to 
us for a fair part of the know-how in their operation. 


AMOUNT REQUESTED OF BUREAU OF BUDGET 


Mr. Puivurps. Last year you asked the Bureau of the Budget for 
$3,601,620. You got $2,770,000. How much did you ask the Bureau 
of the Budget for this year? 

Dr. Keppy. $3,860,000. 

Mr. Puiturps. They reduced you $1,302,000? 

Dr. Keppy. Yes, sir. 

Mr. Tuomas. Now, specifically where did they take that money off? 

Dr. Keppy. Primarily off the staff of the National Museum person- 
nel, storage cases for the National Museum, and modernization of 
exhibits in the National Museum. 

Mr. Puiturps. Are you telling me that those items would amount 
to $1,302,000? 

Dr. Keppy. And also the care, alteration, and improvement of our 
buildings which come under maintenance and operations, one item 
alone of which was $230,000 for air conditioning the Freer Gallery. 

Mr. Puriurps. Are you the budget officer also for the National 
Gallery of Art? 

Dr. Keppy. No, sir; they have their own budget officer. 

Mr. Puituips. I want to ask them the same question. 


Income From ENDOWMENTS 


You are coming to us with a request for $2,557,000 in addition to 
the amount you receive from endowment funds which are not 
accounted for here. Roughly what do they come to? 

Dr. Wermore. The total annual income from the endowment is 
approximately $430,000. 

Mr. Puiturs. To whom do you account for those funds? 

Dr. Wernmore. To the Board of Regents of the Smithsonian 
Institution. This Board also controls the policies that govern our 
expenditure of funds appropriated by the Congress. The Smith- 
sonian Board of Regents is composed of the Vice President, and the 
Chief Justice of the United States, ex officio; three Senators, who at 
the present time are Senator George, Senator Anderson, and Senator 
Saltonstall; three Representatives, who at the present time are Mr, 
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Cannon, Mr, Cox, and Mr. Vorys; and certain citizen Regents who 
at the present time are Dr. Vannevar Bush, president of the Carnegie 
Institution of Washington; Dr. Jerome Hunsaker, of Massachusetts 
Institute of Technology; Dr. Harve Davis, president of the Stevens 
Institute of Technology; Dr. Arthur H. Compton, chancellor of 
Washington University; and Mr. Robert V. Fleming, president of the 
Riggs National Bank. Chief Justice Vinson is chancellor of the 
oar 

The Board has an executive committee of which Mr. Fleming is 
chairman, and of which Mr. Cannon and Dr. Bush are members. 

The Board elects a secretary, the post I hold, and entrusts the 
operation of the Institution to this secretary under the supervision 
of the executive committee. 

The endowment funds, which inelude the original Smithson bequest 
and various gifts that have been made to us since, are in considerable 
part for specific purposes; that is, expenditure can be made only under 
restriction of the original gift. Unrestricted funds are used in our 
normal operation as t f 1e Regents may approve. 

The accounts are audited annually by a national firm of auditors and 
a report is made annually by the Secretary to the Board of Regents. 

Mr. Puruurrs. Your testimony shows that you use that fund if you 
want to engage in these projects that you have been asked to do for 
some other agency; you put up that money and you can spend that 
money without limitation of the budget. 

Dr. Wermore. That is true, where the funds are recouped. 

Mr. Puitures. And that you have done to the extent of about 
$6,000. 

Dr. Wetmore. That is true in that one operation; yes. 


INVESTIGATIONS IN ANTHROPOLOGICAL FIELD 


Mr. Puiuuirs. Last year you began new investigations under the 
authority of Public Law 259 in the anthropological field. 

Dr. Kreppy. This was our basic authority for work we had been 
carrying on. 

Mr. Puiuurrs. You testified that you had broad authority to 
nes on anthropological work under Public Law 259. 

. Keppy. That was simply giving us statutory authority to 
wee on work that we had been carrying on since 1878. We were 
required to get statutory authority by the Committee on Appro- 
priations of the House. 

Mr. Puituips. You are not engaging in any new investigations? 

Dr. Keppy. No; that was brought out in the testimony “last year. 

Mr. Purtuips. How about work you were instructed to do on areas 
which were about to be inundated? 

Dr. Keppy. Money for that work was eliminated by Congress last 
year. 
: Mr. Puitures. Have the areas been inundated now? 

Dr. Keppy. They are in process of inundation from month to 
month. 

LIST OF PROJECTS ENGAGED IN 


Mr. Puruurprs. Did you ever make a list of the projects you were 
engaged in? I do not mean little routine things, but all of these 
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meiner projects you are engaged in like anthropological work, and 
that work you say you are doing with foraminifera? 

Dr. WETMORE. We have never tried to assemble a complete state- 
ment in one place. The material is rather diverse in nature, and I 
have never drawn up a complete operational list of all of these various 
activities. 

Mr. Puruurps. Do you not think it would be a good idea for you or 
somebody to put after them the number of years you have been en- 
gaged in these projects? 

r. Wetmore. A good many of them stop; we do not continue 
operations when they are no longer productive, when there is no point 
and no interest in them. 

Mr. Puruuips. That raises the interesting point of how does a 
scientist know where research is no longer productive. 

Dr. Wetmore. We have a planning committee and also a research 
subcommittee. That committee reviews all of the work of the 
Institution quarterly. So we are in control of these operations all of 
the time. 

Mr. THomas. Thank you very much, gentlemen. It is always 
nice to see you. 


Wepnespay, Fresruary 14, 1951. 


COMMISSION ON RENOVATION OF THE EXECUTIVE 
MANSION 


WITNESS 
MAJ. GEN. GLEN E. EDGERTON, EXECUTIVE DIRECTOR 


Funds available for obligation 























1950 actual | 1951 estimate | 1952 estimate 
Appropriation or estimate _-...........- cinetinisieinnibiaaniie sabi $50, 000 $35, 000 $33, 000 
PFMOt PORT DENRNS BHM. 6.3 <i own ccnngsmcncpecanessdevcen PEM e noscutccccoudichensigighess 
Prior year balance reappropriated .... .................-.--....]--.--2--.--... — | eee Sor eee 
Total available for obligation -- ................-..-..--- 99, 093 65, 000 33, 000 
Balance segevepsates for subsequent year_..............---- PERE (et SUR on SE 
Unobligated balance, estimated savings_--_............-.-.--.- GPRS abet ee Deine, cea RglaRapet ee 
IE oni iirnd chon nedtinnecdinny ipmepeitiiees 67, 490 65, 000 33, 000 





Obligations by activities 


Expenses of the Commission: 
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Obligations by objects 

















Object classification 1950 actual | 1951 estimate | 1952 estimate 
Total number of permanent positions. --_..................---- 3 5 
Full-time equivalent of all other positions_..-...............-- 4 3 3 
Average number of all employees. --_...........--.-.---.------ 7 s 
01 Personal services: 
RE Rae a SPE $21, 098 $24, 000 $20, 000 
Part-time and temporary positions_..................- 41, 450 24, 000 6, 
Total personal services...............----.---------- 62, 548 48, 000 26, 800 
OO al ns dk bab naicin p ade dn pte seKip aimed 3, 357 4,000 4, 500 
04 Communication services_.................-.-.------..---- 362 500 500 
06 Printing and reproduction... -....-...........-.------,.---- 739 300 1,000 
OF ee PREIS CONTIN. nn oi oo en andnndwannncsbughesnacacecn<nh= area 
Oe Ree ts MCONNN a Bo oboe eo oo eed 239 200 200 
Oe Nii 55 dh oh de trices cobb dacjutdibnnbeh <dbeaecds SK RS SES eae 
ban nee oi i eS ct ee 67, 490 65,000 33, 000 














Mr. Tuomas. The committee will please come to order. 

We have the pleasure of having with us this morning the Commis- 
sion on Renovation of the Executive Mansion. I am glad to see our 
old friend here, General Edgerton, the Executive Director. 

General, if you have a statement for us we would be glad to hear it. 

General Epcrerton. Thank you, sir. I have a prepared statement 
which I have furnished the committee in mimeographed form. It 
needs some slight corrections now. 


BupGer JusTIFICATION, COMMISSION ON RENOVATION OF THE 
Executive Mansion, Fiscan Year 1952 


Public Law 40, Eighty-first Congress, first session, approved April 
14, 1949, established the Commission on Renovation of the Executive 
Mansion, which was actually organized in June 1949. 

The Commission is composed of two Senators appointed by the 
President of the Senate: Kenneth McKellar, chairman, and Edward 
Martin; two Representatives appointed by the Speaker of the House 
of Representatives: Louis C. Rabaut, and J. Harry McGregor; and 
two members appointed by the President of the United States from 
private life: Richard E. Dougherty, New York City, and Douglas W. 
Orr, New Haven, Conn., vice chairman. 

The four congressional members of the Commission serve without 
additional compensation except for reimbursement for necessary 
traveling expenses incurred in the performance of official duties. The 
two members appointed by the President from private life receive com- 
pensation at the rate of $50 per day when engaged in the performance 
of official duties, in addition to reimbursement for necessary traveling 
expenses. 

The Commission has contracted with two engineering consultants 
and one architectural consultant for necessary professional services 
in their respective fields. 

At the present time, the regular staff of the Commission consists 
of four employees, one of whom is on detail from the Department of 
National Defense. 
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In addition, there are five temporary employees, one on detail from 
the Department of National Defense, and two employed December 5, 
1950, and January 2, 1951, respectively, who are engaged in the dis- 
position of surplus materials removed from the White House in the 
course of the renovation work. Such materials will be disposed of in 
accordance with the plan approved February 17, 1950, and a supple- 
ment approved October 1, 1950, as required by Public Law 377, 
Kighty-first Congress, first session. 

he principal duties of the Commission are in the supervision of the 
design and construction of the project for the renovation of the White 
House. During the last fiscal year, the over-all plan was adopted, the 
general contract was awarded to John McShain, Inc., a subcontract 
was awarded to Spencer, White & Prentis, Inc., for the very important 
underpinning, temporary shoring and bracing, excavation and related 
work, a subcontract was awarded to the Bethlehem Steel Co. for 
furnishing the structural steel, and a number of minor subcontracts 
were awarded. The work under those contracts proceeded at an 
excellent rate of progress. The demolition and underpinning were 
largely completed in that year. Detailed designs and specifications 
igs in process of development at the end of the year and continue 
to date. 

During the current fiscal year the Commission has had to make 
many important and difficult decisions. It has authorized the award 
of 18 subcontracts for important separable features of the work, and 
the reconstruction has continued in accordance therewith, under the 
supervision of the Commission and the immediate control, direction, 
and inspection of the Commissioner of Public Buildings, and the 
management of the general contractor. 

The most important features of the work during this fiscal year to 
date include— 

The completion of delivery of the structural steel by the Bethlehem 
Steel Co. 

The erection of the structural steel by the McCormick Construction 
Co., which is completed. 

The concrete, brick work, excavation, back filling, and miscellaneous 
work performed by the general contractor. 

The mechanical work, comprising plumbing, heating, air condition- 
ing, and related work, by Reuben L. Anderson, Inc., and Carlson 
Bros. Co. 

The electrical work by Harry Alexander, Inc. 

The mechanical and electrical work is proceeding apace with other 
_work with which it must be coordinated. Work under those contracts 
and the additional subcontracts awarded or to be awarded will be 
continued at an accelerated rate during the remaining months of this 
fiscal year and during the first half of the fiscal year 1952. The 
Commission will continue its supervision and direction of the recon- 
‘struction work, formulating and issuing needed authorizations and 
directives at the same rates as heretofore. 

In addition to its primary duties in supervising the construction 
work, the Commission is charged with the disposal appropriately of 
the surplus materials removed from the White House which are not 
needed for use in its reconstruction. The plan for disposal has been 
adopted and approved as required by law. Material of no value 
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has been disposed of by burning or by burial on Government property. 
Material of some value but not usable nor susceptible of commercial 
exploitation, has been disposed of as salvage. Usable building material 
has been allocated to other Government construction to the extent 
that practical use could be made of it. Articles of historical import- 
ance will be allocated to suitable museums or similar institutions for 
preservation and display. The remaining durable material, which is of 
value chiefly as mementos of the historic building, is now available for 
distribution to the public on terms which prohibit their resale and 
which are designed to repay all the costs of care, handling and ship- 
ment. Applications for mementos will be received until the end of 
this fiscal year. Distribution will begin as soon as: suitable authen- 
tication plates are available. It is expected that the distribution will 
cease upon the completion of action on applications in hand on June 
30, 1951, and will be completed about 60 days thereafter. 

The budget for fiscal year 1952 has been prepared on the basis of 
operation of the Commission not later than March 1952. It is 
expected that the renovation.will be completed and the President 
and his family moved back to the White House in the late fall of 1951. 
There will then remain to be done the preparation of the final report 
to Congress and the President required by Public Law 40, the final 
settlement of accounts, the disposition of the property and records 
of the Commission, and the closure of its office. 

Following is an itemized statement of the estimated expenses of the 
Commission for the fiscal year 1952: 

SEBEL ELLE PED EE NEALE SNE ELE RTE _... $20, 000 
Part-time and temporary positions: 
Per diem for 2 Commission members_____.....----_.---- $4, 500 
Aronitectural consultant... 525 Sows i ee eke . 5h, CBO 
Additional part-time technical assistance as needed _ ou4 4,300 


——— 6,800 
Travel (ne‘essary travel by Commission members, consultants, and 
office staff) 4, 500 


500 
Printing pre re ss ose (includes estimate for printing final report of 
the Commission) 1, 000 


200 


Total 


It is recommended that $33,000 be appropriated for these purposes 
for the fiscal year 1952. 

General Epcrerton. Would you like to have me read that? 

Mr. Tuomas. No. Detail the corrections quickly for us. 

General Epcrerton. I have given them to the reporter. Mr. 
-é — McGregor, of Ohio, has been appointed in place of Mr. Frank 

. Keefe. 

In the fourth paragraph, the number of temporary employees at 
work on the disposition program is five, instead of three. 


REQUESTED APPROPRIATION FOR 1952 


Mr. Tuomas. I note that you seek $33,000 for the fiscal year 1952; 
is that correct? 
General Epcrerton. That is correct, sir. 
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APPROPRIATION FOR 1951 


Mr. Toomas. What was the amount appropriated for 1951? 

General Epcerron. $65,000. The Commission has been mindful 
of the admonitions of this committee last year, and has made every 
attempt to be as economical as possible in its expenditures and in its 
estimates for next year. 


CoMPLETION or WorK 


Mr. Tuomas. I note that the President and his family will occupy 
the White House on or about December 1 of the present calendar 
year; is that correct? 

General Epcertron. That is the expectation. There are many 
difficulties yet. Work is slightly behind schedule. We are making 
every effort to bring it up to schedule. 

There are some difficulties with procuring bids from subcontractors; 
there are some difficulties in obtaining material; and there are some 
difficulties in obtaining workers; but we are very vigorously pursuing 
the objective. 

Mr. Tuomas. Your budget for $33,000 is based upon winding up 
the operations of the Commission not later than March of 1952? 

General Epcerton. That is right, sir. 

Mr. Tuomas. That is 90 days after the White House will be ready 
for occupancy. 

WHITE HOUSE SOUVENIRS 


What is the cut-off date in the act with reference to the souvenirs 
from the White House? It is 90 days after occupancy, is it not? 

General Epcrerton. There is no cut-off date on the souvenir 
program in the act, but the Commission has directed it to be not 
later than June 30 of this year. 

Mr. Tuomas. But you plan to wind it up 90 days after June 30? 

General Epcerton. That is right. 

Mr. THomas. October 1? 

General EpGerton. Yes, sir. 

Mr. Tuomas. Why continue this program until March of 1952 
when it will all be wound up and the President and his family will be 
in the White House by the 1st of December? 

General Epgertron. That program of the mementos is entirely 
- self-supporting. It is not involved in our appropriations for next 
year. The working capital is provided by transfer of funds from this 
year’s appropriation to a working fund in the Treasury which will be 
reimbursed. 

Mr. Tuomas. How much of that working fund was transferred? 

General EpGerton. $8,000 has been transferred so far. 


VALUE ON SALES OF SOUVEVIRS 


Mr. Tuomas. The price of this resale will be how much? What is 
the sale value of each one of these tokens or souvenirs? 

General Epcerton. They vary from a minimum of 25 cents to 
$100, which are the estimated cost, as nearly as we can determine 
them in advance, of the handling, care, and shipping of the several 
classes of mementos. 
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Mr. Tuomas. General, even $8,000, of course, is Federal funds, 
and the souvenirs are Federal property. It behooves all of us to get 
this program behind as quickly as we can. Can it be wound up before 
March? It ought to be wound up in 3 months, I believe. 

If you quit receiving applications on June 30 is there any reason 
why you should not wind it up by October 1? 

eneral Epcerton. That program will be, but the Commission 

itself has to continue some of its activities after the work is done. 
It has to complete its annual report, and so on. 


Finat Report or Commission 


Mr. Tuomas. That annual report is not going to take too much 
time, is it? What is in the annual report? 

General Epcerton. I misspoke when I said ‘‘annual report.” It 
is the final report. 

It is the purpose of the Commission to set forth the results of its 
experiences and the work done in a publication of such nature as to be 
enduring, so that when there is anything further to do on the White 
House in the years to come, there will be a good record of what was 
done before. 

Mr. Tromas. Off the record. 

(Discussion off the record.) 


FEES FOR CONSULTANTS 


Mr. Txomas. I notice you have here two engineering consultants 
and one architectural consultant. How much fees to date have you 
paid the two engineering consultants and the architectural consultant, 
and what have you contracted to pay the men? 

General Eparerton. The two engineering consultants have been 
paid $12,000 each. 

Mr. Tuomas. That is $24,000. 

General Epvcrerron. That is right. 

Mr. Tuomas. How much more do you intend to pay them to 
wind up the job? 

General EpGerton. They will not be paid any more. Their 
contract payments are completed. 

Mr. Tuomas. That is $24,000 for the two engineers? 

General Epcrerrton. Yes, sir. 

Mr. THomas. What is the case with regard to the architectural 
consultant? 

General Epcrerton. The architectural consultant has been paid 
about $18,000. He will be paid more. 

Mr. Tuomas. That is $42,000 right there. 

General Epcrerton. He will be paid $7,000 more. 

Mr. Tuomas. That is $49,000. 

General Epgrrton, Plus personal traveling expenses. 

Mr. Tuomas. I have made a little notation here, General, and it 
looks to me like instead of having $33,000 for the fiscal year 1952, 
which would let you go up until March, you ought to wind it up 
certainly no later than December 1 or December 15. I have a figure 
here that $20,000 should do the job. 
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NuMBER oF EMPLOYEES 


You have four regular positions of $20,000. Who are involved in 
these regular positions? 

General Epcerron. Well, I am called the executive director. 

Mr. Tuomas. Who are the other three? 

General Epcrerton. The other two we have now are two secretaries. 
The messenger has not yet been engaged. 

Mr. Tuomas. Certainly that ought to be reduced to your good 
self and one secretary. 


PART-TIME AND TEMPORARY POSITIONS 


You have an item here of part-time and temporary positions, with 
per diem for two commission members at $4,500. These people draw 
$50 a day. How many days are they going to put in on this matter? 

General Epcrerton. We estimated this on the basis of 5 days a 
month for 9 months. 


PREVIOUS EXPENDITURE 


Mr. THomas. How much did you pay them last year? How many 
days were put in in the fiscal year 1951? 

General Epcrerton. Of course, we have not finished 1951 yet, but 
we expect to pay about the same amount. 


ARCHITECTURAL CONSULTANT 


Mr. THomas. What about the architectural consultant listed here? 
I thought you had already paid him. 

General Epcrertron. No. He has to be paid $7,000 more, and the 
payments are made monthly, so there will be one payment to make 
in the next fiscal year. 

Mr. Tuomas. You already have the funds to finish out the fiscal 
year 1951 budget? 

General Epcrerron. Yes, sir. 


UNOBLIGATED 1951 BALANCE 


Mr. Tuomas. What will be your carry-over of funds for fiscal year 
1951 out of your $63,000? 

General Epgrerron. According to the figures I have now there 
would not be more than $1,446.21. 

Mr. Pxiuurres. How much? 

General Epaerron. $1,446.21. That amount is available for 
contingencies. 


TECHNICAL ASSISTANCE 


Mr. Tuomas. What is the story with regard to this additional 
part-time technical assistance as needed in the amount of $1,300? 

General Epgerron. When the budget was submitted that was 
intended to cover consultants in other lines that the commission 
might need during the year. It was not for a definitely specified 
service. 
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When I last submitted this matter to the commission they directed 
that the presentation be made on the basis of $1,000 more for the 
annual report and only $300 for part-time technical assistance. 


TRAVEL 


Mr. TxHomas. You have an item of travel here in the amount of 
$4,500. Who in the world could spend $4,500? You have a state- 
ment, “Necessary travel by Commission members, consultants, and 
office staff.” here is there any travel involved outside of your 
two public members that may come down from New York every now 
and then? 

General Epcerron. The estimate is based upon four meetings of the 
Commission when Congress is not in session. It includes $2,000 for 
travel expenses of congressional members. 


1951 EXPENDITURE 


Mr. Tuomas. How much did you spend in 1951? 
General Epcrerton. In 1951 we spent less. We have spent about 
$1,000. 
Mr. Tuomas. You only spent about $1,000 in 1951, and you want 
$4,500 in 1952. 
POSSIBLE REDUCTION IN 1952 


Why can you not get by with $1,000 this year? The committee is 
going to look at the travel of everyone. We are going to try to cut 
down this useless expenditure of public funds for travel throughout all 
the Government agencies. Why can you not get by with $1,000? 

General Epcerton. It is possible we can. I am not sure. 

Mr. Tuomas. If you only spent that much last year, certainly since 
you are winding up you ought to be able to get by with the same 
amount. 

General Epcertron. It depends upon the number of meetings when 
the Congress is not in session. It is pretty hard to estimate precisely. 
It depends upon how long Congress stays in session. 

Mr. Tuomas. The probability is that we will be here for the next 
5 years. 

CoMMUNICATION SERVICES 


What about this item of “Communications” in the amount of $500? 
That is out of line, also. 

General Epcrrton. No. 

Mr. Tuomas. What are you going to spend $500 for? 

General Epcrrton. Especially if we do not have many meetings. 
I attempt, as far as possible, to make consultations by long-distance 
telephone to save travel expense. 

Mr. Tuomas. Why do you use long-distance, General? An air-mail 
letter would do just as well, would it not? 

General Epvcerron. No; it will not do as well. You have to dis- 
cuss these things. If I am trying to get a vote from each of the six 
members I have to be able to explain and answer questions. 

Mr. Tuomas. You have four members right here in town which you 
can reach by telephone. 
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General Epcerton. Yes; but I have two away, and I have had and 
still have the engineering consultants. 


1951 EXPENDITURE 


Mr. THomas. How much did you spend in 1951 on that item? 

General Epcrerton. We spent about $450. 

Mr. Tomas. Could you not cut that in half this year and save a 
little money, with four of your members in town? There is a quorum 
right there, you know. 

General Epcrerron. Of course I cannot be sure just what the future 
has in store. I think this fund ought to be available at this figure. 
The members of the Commission, like the members of this committee, 
are disposed to watch the expenditures closely. I do not like to be in 
the position of being unable to do something that ought to be done 
because we do not have the money for it. 

Mr. Tuomas. I see. 


MEETINGS OF COMMISSION 


Mr. AnpREws. How many meetings did you have of the Com- 
mission last year when Congress was not in session? 

General Epcrerron. I think it was two, sir. 

Mr. AnprEews. Congress was in recess only about 2 months. 

General Epcerton. The Commission last year was meeting about 
three times a month. In the early part of its work it met once a week. 


PER DIEM 


Mr. AnpREws. What about the item of per diem for two Com- 
mission members, $4,500? Are those the two Commission members 
from New York? 

General Epgrerton. One is from New York, sir, and one is from 
New Haven. 

Mr. AnpREws. How much are they paid? 

General Epaerrron. Fifty dollars a day, plus their traveling 
expenses. 

COMMISSION MEETINGS LAST YEAR 


Mr. Anprews. How many meetings did the Commission have last 
year? 

General Epcerton. Well, I cannot tell you for sure. It must have 
had about 20. 

Mr. AnpREw. Twenty? 

General Epcrrron. Yes, sir. The Commission has had 36 meet- 
ings to date. Just where the dividing line is I do not know. 


ARCHITECTURAL CONSULTANT 


Mr. Yares. Is the architectural consultant on a contract, or is 
that a per diem basis? 

General Epcrerton. He is on contract, but his contract differs 
from the engineering consultants’ contracts in that it provides for the 
payment of his transportation expenses when he travels under Com- 
mission direction. 
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Mr. Yares. Is the architectural consultant that you employ diff- 
erent from the architects who are engaged in the actual construction 
work itself? 

General Epcrerron. Yes. The architectural consultant is Mr. 
William Adams Delano of the firm of Delano & Aldrich, one of the 
outstanding architects of the United States if not in the world. 

The contract provides also for the services of his firm without any 
additional payment to the extent of their ability to render service 
required. 

WORK OF ARCHITECT 


Mr. Yates. What was it they were called upon to do? Presumably 
the architect who handled the construction job would take care of the 
actual architectural work. 

General Epcerton. Yes, sir; but, of course, in architecture, and 
especially in buildings of this kind, there are a great many matters of 
judgment. What will you spend money for in the way of embellish- 
ment? How much will’ yout save at the expense of the finest type of 
construction? That is a matter of a great deal of discussion. 

Mr. Orr, a member of the Commission, is also an outstanding 
architect. His judgments have been arrived at in consultation with 
Mr. Winslow, Mr. Delano, and sometimes other people who have not 
been employed at all. Final decisions are made by the Commission 
on the basis of such technical advice. 


APPROPRIATIONS FOR Wuite House 


Mr. Yares. General, could the funds not have been expended for 
the architects and engineers from the $5 million, approximately, which 
was appropriated for the White House? 

General EpGertron. Perhaps they could have been. It was thought, 
no doubt, that the Commission should be independent of the Public 
Buildings Service. Of course, if it were going to supervise the work 
and herbie be critical of some features of it, and perhaps disagree 
with recommendations of the Public Buildings Service in some par- 
ticular, the Commission should have the technical assistance of out- 
standing men, who are among the best there are in the country. 


ENGINEERING CONSULTANTS 


Mr. Yates. What about the engineering consultants? Who are 
the engineers who are consultants? 

General Epcerton. The engineers are Mr. Emil H. Praeger and 
Mr. Ernest E. Howard. Mr. Praeger is of New York, and Mr. Howard 
is of Kansas City. 

Mr. YATEs. Were they under contract? 

General EpGrrton. Yes, but their contracts did not provide for 
traveling expense. 
je Mr. Yates. Would it not have been cheaper to put them on per 

lem: 

General Epcrrton. It is cheaper to do it this way. The services 
have been rendered at considerably less than they should be worth. 
(Discussion off the record.) 
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WORK REMAINING 


‘ Mr. Yates. Where is the work that remains to be done by these 
rms! 4 

General Epcrrton. Those two engineer consultants’ work is prac- 
tically done. The principal structural features are finished. 

Mr. Yates. Will they nevertheless be paid for the balance of this 
year? 

General Epcrerton. They have already been paid. Their contract 
has been paid, but their services are still available. Mr. Praeger 
comes down about once every 2 weeks now, to inspect the construc- 
tion work. 

Torat Cost or RENOVATION 


Mr. Anprews. I have one more question. Who is the general 
contractor? 

General Epcrerton. John McShain. 

Mr. Anprews. Has he a cost-plus contract? 

General Epcrerton. Cost-plus-a-fixed-fee; yes, sir. 

Mr. AnpREws. How much do you estimate his part will cost? 

General Epcerton. It depends on what we require of him. I do 
not have a close figure in mind on that. It will be in the neighborhood 
of $1,000,000. 

Mr. Puruurrs. Is that his fee? 

General Epcerton. No, his cost. His fee is $100,000, stated in 
the contract. 

Mr. AnDREws. $100,000? 

General Epcerton. Yes, sir. 

Mr. Anprews. You think that the work he is doing will cost 
approximately $1,000,000? 

General Epcrerton. Yes, sir. 

Mr. Anprews. How much will the entire over-all job cost? 

General Epcrerton. $5,400,000, sir. 

Mr. AnpreEws. That is the appropriation? 

General Epcrrton. It is going to be very difficult to get it all 
done within that appropriation. The Commission has already author- 
ized substantial reductions in the quality of some of the work which 
was desired from an architectural point of view but which does not 
affect the durability and usefulness of the building, in order to keep 
within the appropriation. 

Mr. Tuomas. Will you yield a minute? 

Mr. AnpDREws. Yes. 

Mr. Tuomas. That $5,400,000 does not include the additional cost 
of the Public Buildings and Grounds Administration, Mr. Reynolds’ 
organization. That is the group which is really doimg the work. 

How much will their cost be? 

General Epcerton. Their cost will be around $600,000. 

Mr. AnprEws. Do you mean that the Public Buildings people are 
really the group doing the work? 

Mr. THomas. Surely. 

Mr. ANprREws. What is the contractor doing? 

General Epcerton. They are supervising the contract. 

Mr. Anprews. Who is paying the laborers, the men who actually 
do the work? 
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General Epcrerton. There are several different kinds. We have 
the general contract, which is a cost-plus contract. In that case 
McShain pays the laborers and employees, and is repaid from the 
appropriation. 

We have, however, a large number of lump-sum contracts in which 
the contractors have a fixed price for the work that they are required 
to do, and they pay their own laborers. 


NUMBER OF LABORERS 


Mr. AnpREews. How many laborers are engaged on the job? 

General Epcrrton. It varies a great deal. It runs around 250 
now. 

Mr. AnpDREws. 250? 

General Epcrerton. Yes, sir; something like that. 

Mr. AnprEws. How many of those 250 are on the payroll of the 
McShain Contracting Co.? 

General Epcrrton. I would say about half of them. 

Mr. Anprews. About 125? 

General Epcerton. At this time; yes, sir. 

Mr. AnpreEws. On whose payroll are the remaining 125? 

General Epcerron. They are on the payrolls of the subcontractors 
who are working on fixed-price contracts. There is the mechanical 
work, the electrical work, plumbing, and air conditioning. All the 
subcontracts are let on a fixed-price basis. 

The reason it will almost certainly be necessary to use up the entire 
appropriation ls that the costs on this work have gone up rapidly since 
last June, and the difficulties of performing it have also become 
greater. 

CONTRACT OF MR. M’SHAIN 


Mr. Yates. With respect to the contract that Mr. McShain has, is 
any of the work that is being done by agencies other than McShain’s 
direct firm, under subcontract to him, so that he would be paid a fee 
or have their costs included in his costs? 

General Eparertron. All his subcontract payments are included in 
the cost of his contract. He makes the subcontracts under our super- 
vision, but the payments under the subcontracts are made by Mc- 
Shain, and on the presentation of proper vouchers are paid from the 
funds of the appropriation for the building. 

Mr. Yates. Is there any subcontractor relationship between 
McShain and the public agencies doing some of the work? 

General Epcrerron. No, sir. 


Over-ALL APPROPRIATION 


Mr. Puiuurps. I should like to get clear in my own mind this 
$5,400,000 appropriation. That is the amount we appropriated? 

General Epcrerton. Yes, sir. 

Mr. Puttups. Who accounts for that, and to whom? 

General Epcerton. The Public Buildings Service accounts to the 
General Accounting Office in the regular way. It also accounts to the 
Commission by the submission of monthly financial statements show- 
ing what progress has been made, in comparison with the estimates, 
and so on. 








76 


ACCOUNTING TO CONGRESS 


oe Puituips. Does anybody account to the Congress for it at any 
e 

General Epcerton. Yes, he accounts to the Congress for it. 

Mr. Puitiips. Who does? r 
. General Epcrerron. The Commissioner of Public Buildings. So 

O we. 

Mr. Puruurps. When does he? 

General Epcrerton. We are required to report annually. 

Mr. Puiuurps. Mr. Chairman, did we ever see an accounting from 
the Public Buildings and Grounds, or from anyone else, of how the 
$5,400,000 is being expended? 

Mr. Tuomas. No, sir. 

General Epcerton. We submit annual reports. The last one was 
submitted as of June 30. It gives an outline of the situation in very 
brief form, but it is not the accounting record of the kind you refer to, 
Mr. Phillips. 

Mr. Puiturps. You see my point. 

General Epgrrron. Yes, sir. 

Mr. Puruurrs. The amount you are asking for here, $33,000, is 
chicken feed compared to $5,400,000. 

General Epcerrton. Yes, sir. 

Mr. Puriiurps. We are very anxious that you should not spend 
more than is necessary for the Commission, but I do not see that 
anybody is accounting for the $5,400,000, which is the major cost. 

General Epcerton. That accounting is done in just the same way 
as for any other public building. 

Mr. Puitups. The chairman suggests that $5,400,000 is not the 
entire cost. You have already added to that $600,000 as a probable 
cost to the Public Buildings and Grounds. 

General Epcerton. No; that is included. 

Mr. Purtuirs. That is in the $5,400,000? 

General Epcerton. Yes; it is a part. That is the cost of the 
design and supervision and so on. 

Mr. Tuomas. Are you sure about that? 

General Epcrerton. Yes, sir. 


COMPLETION OF WORK 


Mr. Puriurps. What other costs will be added? By the way, when 
will the building be finished? 

General Epcerton. The schedule date is still October. I would not 
prophesy any other date. There are difficulties to be encountered in 
getting it done in October. 

Mr. Puiturs. You mean the end of October? 

General Epcerton. Yes, sir. Then we are allowing a maximum of 
30 days for the replacement of furniture and furnishings and so on. 
Of course, we are trying to get it done as soon as we can. 

Mr. Puiiuies. Of course, that means approximately December 1? 

General Epcerrton. Yes, sir. ' 

Mr. Puriurps. Do you think you are going to make that date? 

General Epcrrton. Yes, sir; we think so. 
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Mr. Puiiurrs. Well, I had the impression here that there were a 
great many chiefs and not very many Indians. 

General Epcerton. There are a good deal of both. There is a 
good deal of supervision, but to me it seems to be appropriate, in 
view of the monumental nature of this building and the deep public 
interest in the enterprise. 


SrrucTuRAL CHANGE IN WuitE Hovsse 


Mr. Patuurps. It is a fact that the original design of the White 
House is now left pretty far behind us. That is, the White House 
that will be delivered to the President on or about December 1 of this 
year will be a very different White House from the one he left a year 


0. 
,. eee Epeerton. Structurally it will be different. 

Mr. Puruurps. In design, also, except the external design. will be 
approximately the same. 

General Epcrrtron. The. external appearance will be the same. 
Structurally it will be entirely different. It will have the old historic 
rooms of the ground floor, the first floor, and chiefly the second floor. 
They will look just like they did, but the construction will not be the 
same. It is now a steel frame building with the external walls at- 
tached but resting on their own foundations. 

Mr. Puruurps. It was testified yesterday that there is about a 30 
percent addition of space in the building. 

General Epcrrtron. Yes; I think that isso. There are two stories, 

ou might say, in the basement which were never there before. The 
building had no basement when it was originally built. 

The third floor has been greatly improved by the elimination of the 
hip roofs in the corner of that penthouse-type construction, and the 
addition of about 8 rooms and 10 baths. 

The third floor will be quite different. There were no historic 
rooms, and the Commission felt free to take some liberty with rooms 
that previously existed. In its judgment the old rooms were entirely 
inadequate as guest rooms in the White House. 


USE OF SPACE 


Mr. Puiuurps. That leads to my next question. Of the increased 
30 percent in space, how much of it comes in the classification of 
living quarters and how much would be in the classification of business 
offices? 

General Epgertron. Well, very little of it is in business offices. 
They are virtually as they were before. There are the same offices, 
such as the doctor’s office. There will be a room in which a dental 
chair can be installed, so that the dentist can care for patients in that 
room. There will be a barber room. All those will be in the base- 
ment. The basement will have much of the mechanical equipment, 
but by no means all of it, because there is not room for it. There 
will be storage rooms for the storage of the furniture which is used 
intermittently, which goes upstairs when it is needed, and which 
has to be put some place else when not needed. Previously it had to 
be sent out of the building. 
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There is little addition in strictly office facilities. 
Mr. Tuomas. Thank you, General. It is nice to see you. All 
kinds of good luck to you. 


General Epcrertron. Thank you, sir. It is a pleasure to appear 
before you. 


Worpnespay, Fesruary 14, 1951. 


NATIONAL CAPITAL HOUSING AUTHORITY 


WITNESSES 


JOHN IHLDER, EXECUTIVE DIRECTOR 
ALBERT J. HASKELL, COMPTROLLER 
LOUIS N. MOORE, BUDGET OFFICER 


Funds ava‘lable for obligation 





| 1950 actual | 1951 estimate | 


1952 estimate 





Appropriation or estimate $34, 900 
Unobligated balance, estimated savings 





Total obligations 





Obligations by activities 


Maintenance and operation of title I properties: 
1950 $33, 101 
: 38, 000 


Obligations by objects 





Object classification | 1950 actual | 1951 estimate | 1952 estimate 





Total number of permanent positions 5 
5 


Average number of all employees 6 





01 Personal services: 
Permanent positions $14, 460 $17, 278 
Regular pay in excess of 52-week base_...-.-........---- 12 
Payment above basic rates 1, 362 





Total personal services 15, 834 
Travel 39 
Communication services--.- d | 108 
Rents and utility services__............-.-- stbhookbeddaphbk 2, 343 
Printing and reproduction 15 
Other contractual services - 9, 108 
Supplies and materials 5, 610 
Refunds, awards, and indemnities 














Total obligations 33, 101 





Mr. Tuomas. Gentlemen, the committee will please-come to order. 

We have the pleasure of having with us our friends from the Na- 
em Capital Housing Authority, Mr. Ihlder, Mr. Haskell, and Mr. 

oore. 

Mr. Director, if you have a statement for us we will certainly be 
delighted to listen to you. 

Mr. Inuper. It will be a very brief statement, Mr. Thomas. 








GENERAL STATEMENT 


The subject before us is the operation of properties aequired under 
title I of Public Law 307, Seventy-third Congress, entitled ‘“The Dis- 
trict of Columbia Alley Dwelling Act.” 

Title I was the original act and was approved on June 12, 1934. 
It was first reported out by a congressional committee in 1930 and 
was the subject of public hearings. When finally enacted it was 
pioneer levielation in the public-housing field and represented the 
interest of Congress as the legislative body for the District of Columbia. 

Three years later Congress enacted the United States Housing Act 
of 1937, and at its following session, in 1938, it amended the Alley 
Dwelling Act by adding title IT which enables our local public housing 
agency, the National Capital Housing Authority, to participate with 
the local housing authorities of other cities in the benefits of the 
national legislation. 

Since then several States have enacted legislation supplementing— 
not merely implementing—the United States Housing Act, reversing 
the procedure here where the local legislation came first. This supple- 
mentary State legislation and financing enables local housing authori- 
ties in those States to meet needs that are not provided for in the na- 
tional legislation. 

Despite its small size, only 1% percent of NCHA’s total operations, 
the legislation and financing of title 1 have enabled the National 
Capital Housing Authority to adopt methods the soundness of which 
were later recognized and so have been incorporated in the practice 
of other local authorities. 

A difficulty, however, has been that while Congress is our local 
legislature, the administrative machinery of the Federal Government 
differs from that of the States in not making specific provision for 
supervision of local agencies in the District. As a result, the National 
Capital Housing Authority in administering its title I fund has had to 
impose a burden upon such national agencies as the Bureau of the 
Budget. So the Bureau has spent much time inspecting our title I 
properties and in determining whether or not our requests for repairs, 
maintenance, and replacements are justified. As these matters were 
outside the field of its normal operations, it has sometimes borrowed 
advisers from another national agency, such as the Public Buildings 
Service. 

All this has been a matter of discussion for several years. Last 
year at the instance of the General Accounting Office and with the 
concurrence of the Bureau of the Budget and the Housing and Home 
Finance Agency, Congress determined that this detail work should be 
transferred to the Public Housing Administration which already does 
the same work in connection with the National Capital Housing Au- 
thority’s operations under title II of its act. This was in accordance 
with the President’s efficiency program. 

Consequently it no longer is necessary for us to take the time of 
Congress in considering a small appropriation item—last year it was 
$38,000. 

We therefore are appearing before you to make this statement, pre- 
sent our title I budget and justification for fiscal 1952, and answer any 
questions you may wish to ask. 
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Mr. Moore can present the justifications if you wish. 

Mr. Tuomas. That was a very nice, succinct, and to-the-point 
statement, Mr. [hlider. 

Mr. Intper. Thank you, sir. 


JURISDICTION OF AGENCY 


Mr. Tuomas. This matter before the committee is very, very im- 
portant. It boils itself down to one proposition, and by way of expla- 
nation I will briefly summarize it. If 1 am in error | hope that the 
Director will so advise me. 

So far as the National Capital Housing Authority is concerned, you 
have jurisdiction over two types of property under the Alley Dwelling 
Act, title I and title II. 

In title I you have 112 dwelling units and about 31 nondwelling 
units, and under title I] you have 3,147 units plus 4,664 units. 

What is before the committee is the 112 units plus the 31 units. 

The title Il properties are under the over-all jurisdiction, we will 
say, so far as this committee is concerned, of the Public Housing 
Administration. 

The Congress last year, in one of its reorganization acts, directed 
that the estimates and the appropriations for maintenance, operation, 
and repairs of these title I houses, the funds for which come from 
rents and revenue thereof, should be handled by the Public Housing 
Authority rather than a review and a direct appropriation of the 
revenues therefor by the Congress. 

I think I am safe in saying that the committee will want at all 
times to review those programs since in the final analysis the rents 
and revenues are directly the result of Federal appropriations. That 
applies not only to titles I and II of this act, a it applies to the 
General Public Housing Act as a whole. 

I think I am safe-in saying that the committee is of one frame of 
mind, from a broad policy basis, that it is an unwise thing for the 
taxpayers to put up tremendous sums of money from which sums 
come rents and revenues, and that those rents and revenues be spent 
for maintenance and operation and personnel cost, if the Congress 
then washed its hands of it and said, ‘‘We will turn it over to some 
administrative agency.” 

Congress, in my guess, will want to take a “look-see” every year 
into the operations. 

The only question before the committee at this time is the question 
first as to the revenues from these very few houses and, second, as to 
the expenditures of those revenues for personnel costs, maintenance 
and operation, and so forth. 

Is that a fair statement of the problem, Mr. Ihlder? 

Mr. Inuper. I think so; yes, sir. Mr. Moore has the details, and 
I think they have been submitted to you. 


TITLE I PROPERTIES 


Mr. Tuomas. Yes. We shall insert in the record at this point page 
4 of the justifications, which gives the names of the two different types 
of property under title I, namely, the 31 nondwelling units such as 
garages and stores, and the other 112 dwelling units. 
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(The document is as follows:) 
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I. Title I properties Units Cost 
Dwellin rties: 
Hopkins Pl. = WD Te Ps MEE ERR Se eRe ET Oe OR BLE RN GE ll $26, 000 
Hopkins Pl. (new) 12 45, 000 
erson Ter................... 16 117, 000 
Be Mary’s Apartments 24 137, 000 
MN I iii lh tis tied xe seédmanaidadishuinok as ebuwk sibabemdoliadstudddends 18 95, 
Williston Ap: ee RAG SME EE ASAE FS Fat SUR coal ae ee 31 135, 000 
re IN DNOONNING ooo nb. Sct ch ect why pee cet ceeeeced 112 555, 000 
Nonresidential properties: 
a er Re SR ee EN Se 10, 000 
Browns Ct., garages PRET eae ACE: a, ha 11, 000 
Stanton Ct., garages 8, 000 
Douglas Ct., garages piDa’ 27, 000 
YR NE ae ibe aed cdg dus cadde dated alos aaebtndiscibedacin 119, 000 
Valley St. (square 275) 7, 000 
“DOUnl COMMMIOTeNA TROMOTUES. 5 8 nn ecco less bb bebe ines cee 31 182, 000 
RI AES ICE PRN Sen eee DT EON ot oF MERRIE SAP Hey Te EEe 143 1 737, 000 











1 Costs shown represent actual expenditures to the nearest $1,000. They do not reflect subsequent write- 
down of costs to reflect use value or proceeds from sales of portions of sites: 


PIII Th SUI SN ot oo pdndinsinlnigannaddaddbbianchedectonenso™ $37, 000 
Proceeds from sales 


TAT atin vas tela ainda canmineiiinednnter ade icacbasnnanihenkbens+ecedakhawednws 39, 000 


2 O’Brien Ct. was transferred to GSA for use by the American Red Cross on Sept. 1, 1950. In accordance 
with an act of Congress the transfer was made without exchange of funds. 


WRITE-DOWN TO REFLECT USE VALUE 


Mr. Tuomas. I was a little bit confused last night by your state- 
ment on page 4 of the write-down to reflect use value, for which you 
charged off $37,000. 

The reason I was a little bit confused is that I was thinking that in 
this inflationary period, and particularly the period which has pre- 
ceded us for the last 8 or 9 years that all real property has gone up by 
leaps and bounds. You cannot buy a piece of property in the District 
of Columbia which has not been inflated as much as 50 percent. In 
other words, a house that cost $10,000 8 or 10 years ago I doubt if 
you could buy today for $20,000. I did not quite understand your 
write-down. 

Mr. Inuper. I can explain that if you wish. 

Mr. Tuomas. Is that a part of the formula, that you have to make 
a depreciation write-down? 

Mr. InupER. That was in the early stages of our work, before this 
present inflation began. The write-down was on slum property. 
We acquired that property with ramshackle old buildings on it. The 
cost of the property, overcrowded and containing buildings which had 
to be removed, made it an undue proportion of the total development 
cost. 

HISTORY OF PROJECTS 


Mr. Tuomas. When were these 112 houses built? Was that 1940 
or 1941? 

Mr. IntperR. They were built before that. 

Mr. HaskeExv. 1936 through 1938. 

Mr. Tuomas. That was at a total cost of $555,000. I suppose that 
the replacement value today would easily be $1,000,000, would it not? 
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Mr. Inver. I believe so. We talked that over yesterday, as to 
whether or not we would tell you $1,000,000 or more, and then we 
said, ‘‘We do not have an appraisal of them recently, so we will not 
say the $1,000,000.” 

Mr. Tuomas. I will bet that it will not miss it far, because they 
were built at a reasonable cost and built fairly substantial. In other 
words, though you are showing a write-down you could really show a 
mark-up, if you wanted to show your assets. 

Mr. luuper. If we were in it for the purpose of making profit, yes. 
We are in it for the purpose of providing low-rent dwellings for low- 
income people. 


COMPARISON OF INCOME, 1950-52 


Mr. Tuomas. We shall also insert in the record at this point page 5, 
the comparison of incomes for 1950, 1951, and 1952. 
(The document is as follows:) 


Comparison of total income and expense for 1950 fiscal year with estimates for 1951 
and 1952 (excluding provision for operating reserve and cost of insurance) 





Actual Estimated 





July 1, Apr. 21 T 9 fie 
. 50 4 otal, 1950 | 1951 fiscal | 1952 fiscal 
ce oso” fiscal year year fae 





ENTE Sit SONOOS.. os ccc tciecnmcnnnsetion $41, 246 $14, 396 $55, 642 $50, 584 $50, 584 
PR i ccmcitceokck dds ocidctnstinmncotmcd 33, 101 4, 490 37, 591 38, 000 32, 800 


Net income 18, 145 | 29,906” 18, 051 1 12, 584 | 17, 784 




















1 Deposit into ‘‘Miscellaneous receipts of the Treasury.” 
2 Retained by Authority for title I purposes. 


Mr. Tuomas. I note that in 1950 you had a total income of about 
$55,600, and in 1951 it has dropped off to $50,584, and that it will be 
the same for 1952, namely, $50,584. 

Your expenses are $37,591 for 1950, $38,000 for 1951, and there is a 
drop for 1952 to $32,800. 

Mr. Invtper. The increases were due to two causes, which Mr. 
Moore will give you. The decreases in the income and the increase in 
1951 of the expense are due to another cause which Mr. Moore can give 
you. 

AMORTIZATION OF BUILDINGS 


Mr. Tuomas. Before we go into that let me ask you this: The 
total cost of these dwelling units is $555,000. This was all Federal 
funds, was it not? 

Mr. Inuper. Yes. 

Mr. Tuomas. Likewise, the same is true with the nonresidence 
properties of 31 units. 

Mr. Inuper. Yes, sir. 

Mr. Tuomas. Assuming that these houses were all built in 1936, 
these dwelling houses, what is the rate of amortization on that capital 
cost? 

Mr. IntperR. What we started with in title I was a fund which was 
to be used for this purpose. It was not on a specific group of buildings, 
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but we were to use the fund and in some cases we expected to lose 
money, and in other cases'we hoped to make something. 

The summary statement of what has been done with that fund is as 
follows: The total appropriations up to June 30, 1942, were $865,497. 
ra rom July 1, 1942, to June 30, 1950, there were annual appropriations 

ay for the operation and maintenance. Those totaled $173,300, 
aking the total appropriations that Congress has given us 

Mr. Tuomas. Maintenance and operation plus capital investment? 

Mr. Ixuper. Yes. 

Mr. Tuomas. Go ahead. 

Mr. InupeEr. $1,038,797. 

Then soon after we started part of the money that had been made 
available to us was recaptured and we then had an uncommitted 
balance, so we returned it together with reversion of unexpended 
balances from appropriations in the amount of $104,909. That was 
minus the receipts from our operations which were currentl deposited 
in the Treasury as miscellaneous receipts, of $352,974. That made, 
at that time, the Government’s investment in our properties $579,914. 

Recently under act of Congress we have transferred one of those 
properties, O’Brien Court, to the Red Cross. Congress authorized 
us to credit ourselves with the appraised value of that property on our 
books. We had three appraisers, and worked with the General 
Services Administration and the Red Cross, and that appraised value 
was $560,400. 

Mr. Tuomas. And it cost you $200,000? 

Mr. Inupver. It cost $119,000. 

Mr. Tuomas. So you made about $450,000 on the deal for the books? 

Mr. Intper. Yes. 

Mr. Tuomas. Go ahead. 

Mr. Intper. The result is that the Government’s money in our 
properties today is $19,514. This, however, leaves out of account the 
value of the properties we own, the cost of which was, excluding 
O’Brien Court, $579,000. The appraised value today would prob- 
ably be considerably greater. We are not saying $1,000,000; we 
will let you say it. 

Mr. Tuomas. Did you figure that profit in figuring out your $19,000 
balance? 

Mr. Inver. Yes. 

Mr. Hasxe.u. We were told to by Public Law 156, Eightieth 
Congress. 

Mr. Tomas. On the basis of the actual money you put into it, 
you owe about $450,000? 

Mr. Intper. Do we owe it? 

Mr. Tuomas. I mean, as a matter of bookkeeping. 

Mr. Intper. As a matter of bookkeeping we do not. We assembled 
that property, and it was a darned difficult job. Little pieces were 
brought together. The cost of it, after we had assembled it, was 
$119,000. Congress then transferred it to another agency at its 
present appraised value. The title has continued to be in the United 
States. 

Congress said, “The title is in the United States; therefore we will 
transfer it to the Red Cross, but there will be no cash transaction because 
the title remains in the United States. Therefore you can put the 
present appraised value on your books.” 
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Mr. Tuomas. I followed you pretty well there, but you jumped 
the fence on me a while ago. I did not quite understand whether in 
figuring your amortization you figured the entire gross receipts of 
the property. Did you do that, or did you only figure the net; 
that is, after you deducted from your gross receipts the maintenance 
and operation cost? 

Mr. IntpEerR. May I answer what I understand is in your question? 
Up to 1942 we kept our books with the idea that at the end of the 
60-year period—this fund was to be used—we would have assets 
equal to all appropriations plus interest. In 1942 all our receipts 
were inaisailiately put into the Treasury. Consequently the amortiza- 
tion had to stop. 

Mr. Tromas. That is what was my understanding. 

Mr. Intper. Yes. 

Mr. Tuomas. In other words, you were figuring against your cost 
the entire gross receipts when, as a matter of fact, when you pay your 
operating cost those gross receipts as indicated here should be taken 
into consideration. For instance, take the years here, or take an 
average year such as 1950. That is your biggest year for income. 
You had $55,000 in income and the operating cost was $37,000. 
You had a net return of $18,000. 

If you figure on the basis of your net return and also figure the sale 
of that property at the cost of $119,000, how much would you then 
owe? Rather than $19,000 you would owe some $450,000, or almost 
as much as the property totaled. 

Mr. Intper. That was not our original idea as to amortization. 
When we started out, although the appropriation was given to us 

Mr, Tuomas. I am just assuming that your value is going to be 
constant. You charge it off for a write-down of $37,000. [am saying 
that it will stay constant. Of course, we all know that values are 
going up. 

Mr. Intper. May I make a little statement on that? 

Mr. Tuomas. Yes. 

Mr. Intper. The purpose of this was to substitute good dwellings 
for low-income people in place of slum dwellings. 

Mr. Tuomas. We understand that, Mr. Thider. We were just 
trying to figure how much it is costing the taxpayers to arrive at 
that very desirable state. We understand the purpose. 

Mr. Inuprer. The way we started, up to 1942, we kept our books 
and our procedure with the idea of returning to the Federal Govern- 
ment all it had advanced at 3 percent interest. Then we were 
stopped. 

Mr. Tuomas. What I am getting at, if I may interrupt you, is this: 
In other words, you started out operating title I just like the Public 
Housing Administration operates title Il now, amortizing the debt 
over a period of 60 years and so forth? 

Mr. Inuper. Yes. 

Mr. Tuomas. The only thing is that you do not charge yourself 
any interest. 

Mr. Intper. Yes, we did charge interest. 
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Mr. Tuomas. It was 3 percent. You amortize the debt, pay the 
interest, and the profit over and above your revenues pays your 
interest charge, and so forth? 

Mr. Hasketu. Mr. Thomas, maybe this will answer your question 
more specifically: The $618,000 worth of value remaining in our 
properties 

Mr. Tuomas. It is a lot more than that, if you want to put it on the 
present-day prices. 

Mr. Haske... I mean at the cost price. 

Mr. THomas. Yes. 

Mr. Hasxetu. That would be paid back in 44 years, assuming we 
would have a net income every year of $14,000, which is about what 
it is. 

Mr. Tuomas. Well, with this period of inflation going on it looks to 
me like it would be within reason to raise your rents just a little bit. 
In other words, everybody is getting a little bit more than they made 
a few years ago. 

Mr. InuperR. Unfortunately, not everybody is. There are still 
low-income people. 

Mr. Tuomas. Even if it is a low income it is a whole lot higher than 
it was 4 or 5 years ago. 

Mr. IntperR. There are people who still d) not have money for 
clothing, food, and other necessaries. 

Mr. Tuomas. You are talking about old people. 

Mr. Yates. I do not think that they moved up the ceiling in 
Chicago. 

Mr. Tuomas. It was not moved up? 

Mr. Yates. They moved it up from $2,400 to $2,700, and that is 
still the ceiling. 

Mr. Tuomas. I am talking about the income. 

Mr. Yares. That is the ceiling income for admission. 

Mr. Txomas. I did not know that there was a section of the country 
where a person was working for the same wage for which he was work- 
mg? years ago, and I doubt that there is. 

Mr. IntpER. We have a constant procession of persons through our 
properties who are prospering, and then they get out, but there still 
is in the community an unmet need for persons who still are in the 
low-income group. 

Mr. Yates. They were making much less 5 years ago and they have 
moved up correspondingly, but they are still under the ceiling. 

Mr. Inuper. Yes. 

Mr. Hasxetu. Mr. Thider, do you recall the figures that the census 
survey showed as to the lowest income fifth of the District? 

Mr. Intper. Yes. A fifth of our population has a top family 
income of $2,310. That is one-fifth of our population. 





RELATION oF Estimates To Types or EXPENDITURE 


Mr. Tuomas. We shall insert in the record at this point the table 
on page 7 of the justifications. 
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(The document is as follows:) 


Relation of 1951 appropriation estimate with the estimates for 1952 by major account 
and type of expenditure—analysis by account 





1951 Deduction | Addition 











Basic cost: 
Management expense - - - .___. sad gabe ea itaaiianana abssailely $7,042 $7, 146 
Tee aT I Re ARTES 2 0 Set 5 S50 LIS 2, 604 5 2, 609 
 , SPRE ea eas RS SAPS 10, 413 11, 336 
Repairs, maintenance, replacements (normal) 7, 335 7, 579 
Court costs and tenant refunds 42 42 








Total base cost__.__...._- sith ie Ned ehiaeaianaion tated hci 27, 436 x 28, 712 
Major repairs, maintenance, and replacements 10, 564 i * 4, 088 

















Total cost 38, 000 , ‘ 32, 809 





Mr. THomas. My point was simply this: I was not qesnoning the 
amount of money that a person made. I was merely saying that 


that figure is greater today that it was 5 years ago. You may find 
individual exceptions to it, but the average is greater. 

Mr. Intper. Yes. Our own tenants have progressed, and some 
of them have progressed out. We are taking lower-income people 
in in their places. 


Tirte Il Units 


Mr. Tuomas. So far as your 8,000 or so title IT units are concerned, 
the over-all picture of that comes under the Public Housing Authority 
and that is not before the committee at this time. We consider those 
along with the others at that time. 

Mr. Intper. We always give you that for your information, how- 
ever. 

Mr. Tuomas. You have given us a very complete justification here. 
I read every word of it with much interest last night. I was agreeably 
pleased with some of these maintenance costs that you have here. 


MAINTENANCE COSTS 


Is this done on force account, or by contract? 

Mr. Inver. Part of it is done by our own staff, but when the 
amount exceeds a certain amount it is done by contract. 

Mr. Moore. That depends upon whether we can do it more eco- 
nomically by force account than we can get it done by contract. 

Mr. Tuomas. Which one turns out to be the more economical? 

Mr. Hasketu. It depends on the type of contract, largely. There 
are some specialized services that our staff is not equipped to give. 
Therefore, we can do it better by contract. 

Mr. Moore. For example, we have replaced wooden coal boxes 
with precast concrete boxes at a cost of $80 to $90 per box. We are 
not equipped to perform such work by force account. 

Mr. Tuomas. I understand the cost is quite reasonable. If you 
try to get a little plumbing work done in this day and time, it comes 
pretty high. 
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OBLIGATIONS BY Oxssects AND ACTIVITIES 


At this point in the record we will insert page 6 of the justifications. 
(The matter above referred to is as follows:) 





Actual Estimate 





Apr, 21, 
1950, to | _.FO'8l | 1951, fiscal | 1952, fiscal 
June 30, ' 1980 year 





| 
DIRECT OBLIGATIONS | 
| 
| 
| 


Personal services $15, 834 $18, 945 $18, 939 
39 | 0 35 

Communication services.............-- 108 | 140 152 
Rents and utilities 2,343 5 2, 875 | 2, 803 
Printing and reproduction 15 19 25 | 19 
Other edntractual services 9, 108 1 9, 692 | 3,777 
Supplies and materials 5, 610 3 | 6, 281 | 7, 033 
42 








Refunds, awards and indemnities 44 2 | 5 | 42 | 








Total obligations 33, 101 ‘ , 591 | 38, 000 | 32, 800 
| 





Comparison of expenses by activity (ercluding provision for operating reserves and 
insurance) 





Actual Estimate 








July 1, | Apr. 21, Total, i 
1949,to | 1950,to | Fiscal year Fi iscal year 
1951 | 1952 
| 


| » 
Apr. 20, | June 30, | ~— ps ar 
1950 =| 1950) | I 


. 





Management a, ESS ae) $5, 090 $1, 229 | $6, 319 $7, 042 
I OO on ic enenadeecsnunne 1,214 270 1, 484 | 2, 322 | 
Utilities 10, 525 , 903 | 12, 428 | 10, 413 
Repairs, maintenance and replacements. -- 16, 002 52 | 16, 964 | 17, 899 | 
Sanitation and waste removal 222 } 276 

Cost of sales to tenants 4 4 | 

MGR tn oahnd whoo sc ciiaewadolasveded 0 2 | 72 | 

Tenant refunds 44 44 | 











33, 101 " 37, 591 





NUMBER OF EMPLOYEES 


Mr. THomas. How many personal services do you charge up against 
this $18,939? 

Mr. Moore. There will be approximately 5.8 persons. 

Mr. THomas. Those employees are interchangeable with your title 
II people? 

Mr. Moore. That is correct. 

Mr. Intper. Part are assigned part time, as needed. 

Mr. Tuomas. Thank you, gentlemen, very much. It is always 
nice to see you. 

Mr. Intprer. We have always found it unusually interesting to 
appear before this committee. Sometimes you have kept us for a tine 
time to discuss the philosophy of public housing, and we have enjoyed 
that, too, but today I believe you are under pressure. 

Mr. Tuomas. That is always an interesting subject. A lot of good 
luck to you all. 
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WITNESSES 


DAVID E. FINLEY, DIRECTOR 
HUNTINGTON CAIRNS, SECRETARY 





Tuurspay, Fepruary 15, 1951. 
NATIONAL GALLERY OF ART 


HARRY A. MCBRIDE, ADMINISTRATOR AND BUDGET OFFICER 
GEORGE T. HECKERT, ASSISTANT ADMINISTRATOR 


Funds available for obligation 
















1950 actual 


1951 estimate 





1952 estimate 














Appropriation or estimate. .--............----.---------------- 
Unobligated balance, estimated savings_...............---.--- 
OS EUS Eee SS Pen 





$1, 114, 700 
—65 





$1, 187, 000 




















es NE, oO ic. otis Midennnosivadatiitintecses 


1, 114, 635 














1, 187, 000 












Obligations by activities 












Description 


1950 actual 


1951 estimate 


1952 estimate 












1. Acquisition, care and exhibition of art objects. ._.........-- 
2. Staff services for the board of trustees and its committees__- 
3. Maintenance and operation of Gallery: 
(a) Maintenance and operation of building and 
(6) Protection of Gallery and art objects_---_-_- 
4. Administrative services. _....................- sthenbinmiebin 


SE IR a Shire cinco kbialiica pha biioboasl 


grounds. 





$165, 277 
43, 591 


417, 954 
334, 253 
153, 560 


$182, 740 
49, 260 


426, 290 
337, 670 





$186, 075 
52, 502 










1, 114, 635 








1, 154, 000 











1, 187, 000 











Obligations by obj 


ects 












Object classification 

















Total number of permanent positions 
Full-time equivalent of all other positions... _........._- es arts 
Average number of all employees__..__.................------ 






01 Personal services: 
Permanent positions_-_____- 
Part-time and temporary positions __... OE ae ae 
Regular pay in excess of 52-week base___..........-.-- 
Payment above basic rates_...................----..-- 


RRL late ete Pe A Fe RAMEE 
Travel 
nn, oe, Leese pemaieennne 
CSenOOINR SUN UEROO. 2. oc ce ncc cc cencsudncuswees 
Rents and utility services (electric current) 
Printing and reproduction........................-..-..--- 
Oliber Generated Servinds.....n 6 nnn c cn cencnccceress 

Services performed by other agencies__............-..- 
Supplies and materials_._.........._..-- cBebainwhibwien lee 
Ra iindnte idibakininceiosautetédnch dinbbesasnin 


een GNIS hoa linac 







SSREE8 


SF 
































1950 actual | 1951 estimate | 1952 estimate 
315 322 326 
6 6 6 
317 315 322 
$947, 450 $975, 415 $1, 006, 045 
13, 000 13, 700 13, 700 
eo | ae eee 3, 880 
25, 460 24, 800 24, 800 
989, 600 1, 013, 915 1, 048, 425 
1, 590 2, 400 2, 400 
637 600 600 
6, 540 7,040 7,040 
63, 400 69, 000 71, 200 
5, 536 5, 760 5, 760 
12, 767 24, 700 300 
467 400 400 
24, 988 27, 800 
9,110 2, 385 
1, 114, 635 1, 154, 000 
















Mr. Tuomas. Gentlemen, we have the pleasure of having with us 
the representatives of the Smithsonian Institution and the National 
Gallery of Art this afternoon: Our distinguished friend, Mr. David 
Finley, the Director; Mr. Huntington Cairns, the secretary; Mr. Harry 
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McBride, administrator and budget officer; and Mr. George T. 
Heckert, assistant administrator. 

Mr. Director, do you have a statement for us? If you do, we will 
be delighted to hear from you. 

Mr. Frntey. I have a very short statement and I think it covers 
pretty much all we want to say. 


TOTAL REQUEST FOR 1952 


The National Gallery of Art is asking for an appropriation of $1,187,- 
000 for the fiscal year 1952. 

This is an increase of $33,000 over the current year. The increase 
is being requested for two purposes: First, to meet the cost of statutory 
within-grade promotions, and, second, to cover the operation of nine 
additional rooms to be used for exhibition purposes. 

Mr. Puiuurrs. That is the construction that is going on on the west 
side of the building? 

Mr. Frnztey. Yes. Those are the new rooms we are finishing. 
These rooms have been completed during the last 18 months with 
privately donated funds amounting to nearly $1,000,000. They are 
very handsome rooms, equipped with air conditioning and are needed 
for the exhibition of works of art which have come to the Gallery in 
recent years. 

GROWTH OF THE GALLERY 


ae! 


The National Gallery has had a phenomenal growth since it was 
first opened 10 years ago. It now ranks with the greatest galleries 
- - country and Europe and this, I know, is a source of pride to 
all of us. 

During the current year we shall have on exhibition over 960 
paintings and 252 pieces of sculpture, plus several hundred small 
bronzes, as compared with 551 paintings and 61 pieces of sculpture 
when the Gallery was opened 10 years ago. 

We also have 32,000 prints and drawings, of which only a few are 
placed on view from time to time. 

Today the collection requires 92 exhibition rooms as compared 
with 62 rooms 10 years ago. 

And in this connection I would like to emphasize that the standard 
of quality in our collection is very high, and in consequence we refuse 
many offers of gifts which do not meet these requirements. 

On the 17th of next month we expect to celebrate our tenth anni- 
versity, and we hope you will all be with us on that important and 
happy occasion. 

We will place on view that evening some very important paintings 
and sculpture which have been acquired by private individuals for 
the Nation’s collection, and will be seen at the National Gallery for 
the first time on March 17. 

The eyes of possible donors, of critics, and of the general public 
will be on the National Gallery during this anniversary year. It is 
more important than ever, therefore, for the future development of 
the Gallery that there should be no reduction in the present standard 
of operation which might be interpreted as indicating a lack of interest 
or support on the part of the Federal Government. 
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SOURCES OF WORKS OF ART 


All the works of art in the collection have been donated by private 
individuals, and the building, itself, was the gift of Mr. Mellon. The 
United States Government has provided for the upkeep and operation 
of the building and for making the works of art seals to the public. 


This support, which the Government has given and which was made 
a condition precedent to the gift of the building and the works of art 
comprising the collection, has had a great, and I might say, determin- 
ing influence on the growth of the Gallery’s collection. The owners 
of rare and valuable works of art have been proud to give them to 
their country, knowing that these works of art will be well cared for 
and used for the enjoyment and educaion of the general public. 


VISITORS TO THE GALLERY 


Last year, the Gallery was visited by over 2,000,000 people. Today, 
as during World War II, the Gallery is visited by large numbers of 
servicemen, especially on Saturdays and Sundays, as well as by other 
people from all parts of the country. 

To these people the National Gallery is not only a source of pleasure; 
it is also an educational institution, and one of the few available, 
free of charge, to the average man and woman who wish to go on 
learning after they have left school and to familiarize themselves with 
the history of civilization, as shown in our museums. 

I might add that the system of museums owned and operated by 
the United States Government is not nearly so extensive in scale as 1s 
the case in some of the countries of Western Europe, such as France 
and England. 

We are careful, Mr. Chairman, to keep the expenses of the National 
Gallery—especially at this time—at the lowest amount consistent 
with the safety of the collections and the proper use of them by the 
American people. We feel that we can carry out our responsibilities 
within the amount requested for the next year, although we cannot 
increase the services offered by the Museum as we might like to do in 
normal times. 

On the other hand, we cannot lower our standards of safety or 
diminish the service which the public expects of the National Gallery 
without serious injury to the Gallery’s standing and great detriment 
to the continued growth of the collection through gifts from private 
owners. 

The value of the gifts already made, conservatively estimated, 
would be sufficient to operate the Gallery for over a hundred years. I 
mention this because I feel that we have an obligation to these donors, 
as well as to the American people, both now and in the future, to whom 
these treasures belong. 

Thank you, Mr. Chairman. Is there anything you would like to 
ask? 

Mr. Tuomas. That was very short and very much to the point and 
very fine and a good statement, Mr. Director. 
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OBLIGATIONS BY OBJECTS AND ACTIVITIES 


Mr. Reporter, at this point will you insert pages 12, 13, and 14 of 
sy justification in the record? 
he justification referred to follows:) 
SALARIES AND EXPENSES 


Obligations by activities 





Estimate Estimate 
Actual, 1950 1951 1952 


ae 





. Acquisition, care, and exhibition of art objects _- $165, 277 $182, 740 $186, 075 
Staff services for the board of’trustees and its committees... 43, 591 49, 260 52, 502 
3. Maintenance and operation of the Gallery: 
(a) Maintenance and operation of building and grounds- 417, 954 426, 290 432, 307 

(b) Protection of Gallery and art objects 334, 253 337, 670 356, 309 

. Administrative services 153, 560 158, 040 159, 807 











Total obligations 1,114,635 | —_1, 154,000 1, 187,000 








Obligations by object 





Estimate Estimate 
195 1952 





Total number of permanent positions. ................------.- 
Full-time equivalent of all other positions 6 6 
Average number of all employees q 22 





Personal service obligations: 
INN NR Jo aoa i Bd xacaiesqiwinn tanned nonin eoaie 947, $975, 415 $1, 006, 045 
Part-time and temporary positions_....................--- 13, 000 13, 700 13, 700 
Regular pay in excess of 52-week base “ 3, 6 0 3, 880 
Payment above basic rates 6 24, 800 24, 800 











Total personal service obligations_--.......-...-.---..-- 989, 600 | 1, 013, 915 | 1, 048, 425 


DIRECT OBLIGATIONS 


Personal services 989, 600 ae 1, 013, 915 1, 048, 425 
Travel___- 7 1, 590 | 2, 400 2, 400 
i ransportation of things. aa ae colt ee 637 | 600 600 
Communication services _- tb wna cinch ah 6, 540 7,040 7, 040 
Rents and utility services (electric current) - 63, 400 | 69, 000 71, 200 
Printing and reproduction i 5, 536 | 5, 760 5, 760 
Other contractual services - i Lethe beh we Seu 12, 767 | 24, 700 24, 300 

Services performed by other r agencies. MANES ES sieasad 467 400 400 
nee ee en “ARE ere ae! eS 24, 988 | 27, 800 25, 375 
Equipment 9, 110 | 2, 385 1, 500 











ae ene aes senna hsepein san 1, 114, 635 1, 154, 000 1, 187, 000 





Mr. Tuomas. This is a very fine table you have prepared and a 
very nice exposition here. 

By these tables here I note that you have an average of 315 em- 
ployees for 1951 and you want 322 for 1952; is that correct? 

Mr. McBripe. Yes, sir. 

Mr. Tuomas. The total personal service for 1951 was $1,013,915 
and you want to increase that to $1,048,425? 

Mr. McBripe. Yes, sir. 

Mr. Tuomas. I notice that the budget impounded $25,000 of your 
funds and so you are seeking an increase of about $33,000 for all 
objects of expenditure, including personal services. 

You are opening up nine new galleries at a cost of $900,000, the 
cost of which was donated by public funds; is that correct? 
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Mr. McBrine. By private funds: 


Mr. Tomas. B pees funds, and from the public generally, 
u 


and not from the 
wey correct. 


ic Treasury. You are-correct and I ant half- 


ou have an increase in your utility bill by virtue of opening up 


these new galleries; is that correct? 


Mr. McBripe. Partly due to that and partly because of the in- 


crease in rates. 


I noticed in the paper yesterday that the Potomac Electrié Power 
Co. has been granted another increase. I do not know whether that 


will affect us or not. 


Mr. Tuomas. Do you intend to spend your entire $33,000 in salary 
costs, plus in-grade promotions? Is that where your money goes? 


Mr. McBripz. Yes, sir. 


Mr. Tuomas. I see only about $2,000 or $3,000 here increase in 


other objects. 


Mr. McBriwe. That is right.. We have cut all those items down to 


the bone. 


Mr. Tuomas. You do not have an increase in the total of “Other 


objects.” 


Mr. McBripe. No, sir; there is a decrease, in spite of the increased 
costs in everything. There is a decrease there. 

Mr. Corton. As to those new employees, are they guards? 

Mr. McBripe. Yes, sir; those are guards for the new galleries to 


be finished in May. 
Mr. Corron. That is all I have. 


Mr. Tuomas. Very well, gentlemen; we thank you very much for 


coming over and we hope that this is a memorable occasion. 


Wepnespay, Frepruary 14, 1951. 


WAR CLAIMS COMMISSION 


WITNESSES 
DANIEL F. CLEARY, CHAIRMAN 


MBS. GEORGIA L. LUSK, VICE CHAIRMAN 


MYRON WIENER, COMMISSIONER 


F. BYRNE AUSTIN, EXECUTIVE DIRECTOR 
ABRAHAM 8S. HYMAN, GENERAL COUNSEL 
MRS. LUCY S. HOWORTH, ASSISTANT GENERAL COUNSEL 

C. JOSEPH STETLER, DIRECTOR, LEGISLATION AND OPINIONS 


SERVICE 


FRANK W. BARTON, DIRECTOR, CLAIMS SERVICE 
Funds available for obligation 























1950 actual | 1951 estimate | 1952 estimate 

Beneegeietied of ettinete os. ie. i. se ed $25, 000, 000 | $40. 500, 000 $56, 000, 000 
Prior year balance available............--...-----.------------]-------------- 14, 292, 726 1, 036, 698 
Total available for obligation. -_-................-.-.---- 000, 5A, 792, 726 57, 036, 698 
Balance available in subsequent years-_-..............-.------ —14, 292,726 | —1, 036, 698 —240, 868 
ID ce Knincktinip dese rauianiidennadiniidenimnnmeciens 10, 707, 274 53, 756, 028 56, 795, 830 








VAR hi av aa ik ah 





Se 
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Obligations by activities 
Administration and adjudication of war claims: 
50 


Obligations by objects 
WAR CLAIMS FUND 






$10; 707, 274 
53, 756, 028 
56, 795, 830 





Object classification 


1950 actual 


1951 estimate 


1952 estimate 





07 Services performed by other agencies 


$785, 770 


$119, 000 


$122, 000 





ALLOCATION TO PAYMENT OF CLAIMS, WAR CLAIM 


8 COMMISSION 





13 


Refunds, awards, and indemnities 





$3, 767, 727 


$46, 901, 600 


$49, 873, 830 








ALLOCATION TO ADMINISTRATIVE EXPENSES, WAR CLAIMS COMMISSION 





Administrative expenses, 
details see schedules below) 


War Claims Commission (for 





$299, 133 


$600, 000 





l 
} 
$1, 200, 000 





ALLOCATION TO DEPARTMENT OF LABOR, BUREAU OF EMPLOYEES’ 



































COMPENSATION 
12 Pensions, annuities, and insurance claims-..............--. $5, 854, 644 | $6, 045, 428 | $5, 600, 000 
ALLOCATION TO DEPARTMENT OF STATE 
13 Retands, awards, anc tnderrities. . « « .. 2. sede ecb an cccanccenncs | eee ee 
SUMMARY 

Total number of permanent positions._..........-..--.------- 100 | 146 250 
Average number of all employees. _...........-.----.---..--.- 60 | 124 241 
no sen tnludpapdesncoegaanate ste $199, 053 | $462, 785 $920, 000 
ER ES Sd ERE APCS 8 SR Ae PE Se veep os Wane ee eee 11, 262 21, 335 31, 500 
ee ION TOE SIE oo no env ovcadnudwice ctnweanense 1, 689 2, 130 3, 500 
Ob: Dgmmnrmmonsinm Serweeeea Sb Lee 4, 048 14, 330 16, 000 
Oe en OG TIICY BOC INIIR an. ines kn ccepececticnwknnenduee I FEE 3, 000 6, 000 
Gy pemuene Ge Pemmeumonen. -. oso ee ce. 22, 834 11, 330 13, 500 
07 Other contractual services. ..............-----.--.---.-..- 10, 661 22, 100 15, 000 
Services performed by other agencies... ....._..____. 802, 735 153, 230 283, 000 

08 Supplies and materials....................-...--.---.--.-- 1, 021 12, 330 13, 500 
EA SOLIS ES LLG AT, LALO LEE 31, 600 16, 430 20, 000 
12 Pensions, annuities, and insurance claims_____......__.__- 5, 854, 644 6, 045, 428 5, 600, 000 
13. Refunds, awards, and indemnities_................-_...-- 3, 767, 727 46, 991, 600 49, 873, 830 
Rate RON oS SS See db ceed cdc csccu esi we 10, 707, 274 53, 756, 028 56, 795, 830 














Mr. Tuomas. Will the committee please come to order. 
We have the pleasure of having our friends from the War Claims 
Commission with us; Mr. Cleary, the Chairman; Mrs. Lusk, a former 
colleague and now Vice Chairman; Mr. Wiener, Mr. Austin, Mr. 
Hyman, Mrs. Howorth, Mr. Stetler, and Mr. Barton. 
Mr. Chairman, if you have a statement for us, we would be delighted 
to hear you. Make it as long as you want to make it, or as brief as 
you want to make it. 
Mr. Cueary. I have a short statement, Mr. Chairman. Before I 


deliver it I would like to call the attention of the chairman of the 
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committee that our colleague, Mr. Wiener, has been appointed and 
has become a member of the Commission since we were previously 
before you. 

Mr. Tuomas. We are delighted to have him with us. We hope he 
likes us half as much as we like him. 


GENERAL STATEMENT 


Mr. Cueary. I have this short statement. 

Mr. Chairman and members of the committee, when the War 
Claims Commission appeared before the committee last January we 
had been in existence only 4 months and had very little experience on 
which to base the Commission’s request. The Commission now is 
well into its second year; it has completed its preliminary activities, 
and has made good progress in the accomplishment of its major pro- 
grams. Last year my colleague, Mrs. Lusk, and I were carrying the 
work of the Commission. This year, I am pleased to say, the Com- 
mission has its full complement of members, and our colleague, Mr. 
Wiener, is here with us today. 

A month after our appearance before you last year, February 14, 
1950, 5 months after the Commission’s organization, payment of 
claims was begun. At the close of the fiscal year 1950, 6,084 claims 
had been adjudicated. Of this number, 6,028 claims amounting to 
$4,145,124.42 were certified to the Secretary of the Treasury for pay- 
ment. Fifty-six claims were disallowed, and appeals had been re- 
ceived from five of the claimants whose claims had been disallowed. 

The Commission reports that 46,321 claims have been adjudicated, 
of which 44,180 have been certified for payment in the sum of 
$25,769,919 as of February 9, 1951. 

The Commission, pursuant to section 8 of the act, made a survey 
to determine the estimated number, categories, and amounts of war 
claims arising out of World War II, other than claims payable under 
the War Claims Act of 1948, as amended. The Commission had a 
very short time in which to make this report which was delivered to 
the President, as required by law, on March 31, 1950. The Presi- 
dent transmitted the report to the Congress on May 3, 1950, and 
stated at that time that, as the study was incomplete, the Commis- 
sion should continue and furnish a supplemental report. The original 
report has been published as House Document 580, Eighty-first Con- 
gress, second session. ‘The Commission plans to complete this supple- 
mental report in fiscal year 1952. 

The Commission is required by its basic act to wind up its affairs 
not later than March 1, 1954. Hence, it is planning its program with 
this limitation in mind. 

The Commission requests an authorization to withdraw from the 
war-claims fund the sum of $1,200,000 for administrative expenses 
for the fiscal year 1952, a 100-percent increase over the sum appro- 
priated for fiscal year 1951. This sum will provide for 117 additional 
employees. It will enable the War Claims Commission to adjudicate 
and certify to the Treasury Department for payment approximately 
189,686 claims. This represents more than a 100-pereent increase 
over adjudications estimated for the fiscal year 1951. The goal of 
the Commission is to complete primary adjudication of all American 
prisoner-of-war and civilian internee claims early in the fiscal year. 
The claims service will then devote the balance of the fiscal year 1952 
to adjudicating a considerable portion of the claims filed by Filipino 


JS Re RI LN OE TLE, DNL ‘iad Les aaa 
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prisoners of war. In addition, it is estimated that most of the claims 
filed by religious organizations or their personnel will be adjudicated 
during the fiscal year 1952 and the Commission will dispose of most 
of the appeals then pendin 

Mr. Chairman, I shall Ie glad to answer such questions as the 
committee may wish to ask. 

Mr. Tuomas. Mr. Chairman, that is a very nice, precise, and clear 
statement. 

I also want to compliment you on this budget. It is the best one 
we have had occasion to look at this year. It is very complete and 
has a lot of meat in it. 

Mrs. Lusk. We certainly appreciate that. I think our staff is 
mainly responsible, but we are very pleased that they have done a 
good job. 

ADMINISTRATIVE EXPENSES 

Mr. Tuomas. We shall insert in the record at this point table 1, 
about the third page of the justifications, and also table 2 

(The tables are as follow:) 


TABLE 1.—Standard classification schedule 





wad is Estimate Estimate Increase (+) 
Description 1951 1952 | decrease (—) 





Obligations by objects: 
Persone) werviews-..- ..-.- ooo $462, 785 $920, 000 +$457, 215 
Travel 21, 335 31, 500 +10, 165 
ce ES EERE a IT 2, 130 3, 500 +1, 370 
Communication services -__- 14, 330 | 16, 000 +1, 670 
ees Se ey OPIN... 5... 0c occ ces. ne 3, 000 | 6, 000 +3, 000 
Printing and reproduction ‘ 11, 330 | 13, 500 +2, 170 
Other contractual services_--......_..---- lel th celeste 22, 100 | 15, 000 —7, 100 
Services performed by other agencies.__.......---- 34, 230 | 161, 000 re 770 
Supplies and materials______- A FE Ee eR SERRE wi 8 aR 12, 330 13, 500 , 170 
Equipment 16, 430 20, 000 3 570 











Total appropriation or estimate 600, 000 1, 200, 000° 





TABLE 2.—Summary of personnel costs by agency subdivisions, fiscal year 1952 





: | 
Estimated | popsmata 
Office Number of | Peas 
positions Cost 





SEAL TTD EEE Fo eat R OS AIT E Ee Ena Oy EN a 10 


Executive direction: | 
Administrative Division: } 

Administrative Office 
Fiscal and Property Management Service 
Personnel, Records and Files Service. _......-...-- 
Ee Eee eee aM. 
Claim Processing Section...................--.-- 
Correspondence Section... -...-.-..-..---..------ 
Public Information KL <a his oN dee Su 
Rn dos 


a) 


Co me On RD On OS 


Total 


Claims Service: 
Administration. _--. 
Civilian Section Re ge Seay oe ee OE 
Prisoner-of-War Section. ....--------- 
Religious Section 
Control Section 


Total a a in taal ads aera 
Philippine Field Office... ..-..---- 





80203—51—pt. 1-7 
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EMPLOYEES REQUESTED FOR 1952 


Mr. THomas. I believe you are seeking 250 employees for the fiscal 
year 1952; is that correct? 

Mr. Cueary. Yes, sir; with an average of 241. 

Mr. Tuomas. We will go by the actual jobs and salaries. 

Mr. Cueary. Yes, sir. 

Mr. Tuomas. You had 125 for 1951; is that correct? 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. That is a 100-percent increase. 

Mr. Cuieary. Yes, sir. 

Mr. Patiuies. How many do you have right now? 

Mr. Tuomas. How many do you have on the rolls as of January 1 
or February 1 of 1951? 

Mr. Austin. 122 as of yesterday, sir. 

Mr. Tuomas. 122. 


DeapDLIne For Fitine CLamms 

The act says: 

The limit of time within which claims may be filed with the Commission shall 
in no event be later than March 1, 1951. 

The time is growing near when you will have to stop receiving 
claims. 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. You are required by law to fold up March 1, 3 years 
from now, 1954? 

Mr. CLeary. Yes, sir. 


War-Ciaims Funpb 


Mr. Tuomas. Before we go into your justifications and your esti- 
mates here, we might talk about the war-claims fund a minute. 
Your justification is quite clear on that. 

To find out the status of the war-claims fund, I believe we should 
insert in the record at this point, under the subhead ‘“War-claims 
fund,”’ pages 2, 3, and 4 of the justifications. 

(The documents are as follows:) 


WAR-CLAIMS FUND 


‘The war-claims fund was created pursuant to the provisions of section 13 (a) of 
the War Claims Act of 1948 (Public Law 896, Eightieth Congress, approved July 
3, 1948 (62 Stat. 1240), and consists of all sums covered into the Treasury pur- 
suant to section 39 of the Trading With the Enemy Act of October 6, 1917, as 
amended. The money in this trust fund is available for expenditure only as 
provided in the War Claims Act of 1948, as amended, or as may be provided by 
Congress. Section 12 of the War Claims Act of 1948 amends the Trading With 
the Enemy Act of October 6, 1917, as amended, by adding section 39 which pro- 
vides in substance: No property or interest therein of Germany, Japan, or any 
national! of either such country vested in or transferred to (Office of Alien Prop- 
erty, Department of Justice) the United States pursuant to this act shall be 
returned to former owners or their successors in interest, nor shall the United 
States pay compensation therefor other than as provided by law. The net pro- 
ceeds remaining upon completion of administration shall be covered into the 
Treasury at the earliest practicable date. Money deposited pursuant to the act 
is deposited in trust fund receipt account ‘8856 Deposits, war-claims fund.”’ 
Upon request of the War Claims Commission, amounts deposited in the receipt 
account are transferred to the ‘‘War-claims fund, 1949— March 1, 1954.” 








SERENE 
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In a statement made by Mr. Harold I. Baynton, then Acting Director, Office of 
Alien Property, Department of Justice, on March 24, 1950, before a subcom- 
mittee of the House Committee on Interstate and Foreign Commerce, helgave 
information relative to the value of vested property in substance as follows:' | 4 

As of December 31, 1949, the Office of Alien Property held property valued at 
the time of vesting at approximately $334,200,000. That property has appre- 
ciated in value in the amount of $62,700,000 and has produced income in the 
amount of $39,800,000, so that at the end of 1949 the value of this vested property 
was Sperorieatny $436,700,000. Additional property is being vested at the 
rate of $20,000,000 per year. 

The net balance on vested property at the end of December 1949, after deduct- 
ing administrative expenses, value of vested properties returned, transferred, 
expended, revalued, and the first deposit of $25,000,000 to the Treasury for deposit 
to the war-claims fund amounted to $344,900,000. This net balance does not 
include properties such as patents that cannot be valued in dollars and cents. 

Approximately $175,000,000 of the net balance of $344,900,000 must be set 
aside to meet estimated allowable claims under the claims program and actions 
that may be brought under section 9 of the Trading With the Enemy Act of 
October 6, 1917, as amended. 

A balance of $169,900,000 may be available from which deposits may be made 
by the Office of Alien Property to the Treasury for deposit to the war-claims 
fund (amendments to War Claims Act of 1948, Trading With the Enemy Act, 
hearings before a subcommittee of the Committee on Interstate and Foreign 
Commerce, House of Representatives, 8Ist Cong., 2d sess., Mareh 24, 1950, 
pp. 60-62). 

The Office of Alien Property, Department of Justice, as of December 31, 1950, 
has made deposits to the Treasury totaling $60,000,000. The $60,000,009 has 
been transferred on the books of the Treasury Department to the war-claims fund. 

It is estimated by the War Claims Commission that the cost of settling claims 
presently authorized by the War Claims Act of 1948, as amended, including 
those administered by other governmental agencies, will approximate $150,000,0V0. 

Mr. Cieary. Mr. Chairman, there is a chart following page 8 
which shows that. 

Mr. Tuomas. It is pretty hard to put these charts in the record. 

The act imposes three duties on vou. 

In the first place, it should be pointed out that the administrative 
cost and the funds paid out come from funds of the Japanese and the 
Germans under the Trading With the Enemy Act. In other words, 
there are no Federal funds involved in this; is that correct? 

Mr. Cueary. Yes, sir. 

Mr. Tuomas. You are supposed to pay three types of claims from 
these funds. 


PAYMENTS TO AMERICAN CIVILIAN EMPLOYEES 


The first of these is the civilian American employees who were 
captured or went into hiding to avoid capture by the Imperial Jap- 
anese Government. 

Mr. Cueary. Yes, sir. 

Mr. Tuomas. The same type of people is not included in the 
German provision? 

Mr. Cueary. No, sir; the act specifies that the only American 
civilians who are eligible under section 5 of the act are those who were 
captured by the Japanese Government in possessions of the United 
States in the Pacific, possessions invaded or attacked by the Japanese, 
which includes Wake, the Aleutian Islands, and the Philippine Islands, 
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PAYMENTS TO PRISONERS OF WAR 


Mr. Tuomas. Another of the provisions is the paying of the mem- 
bers of the military and naval forces of the United States who were 


fn prisoners of war in any period subsequent to the date of Decem- 
er 7. 


PAYMENTS TO SURVIVORS OF PERSONS ENTITLED TO BENEFITS 


There are provisions for survivors of persons entitled to benefit 
under the act. 


PAYMENTS UNDER SECTION 8 


How much money did you spend on section 8 of the act this year? 
I have not had a chance to read your partial report. 

Mr. Cieary. $28,000 is the figure that has just been supplied to 
me which is allocable to the section 8 activities for this year. 

Mr. THomas. How much was your total appropriation for 1951? 

Mr. Cieary. $600,000. 

Mr. Puiturres. What are section 8 activities? 

Mr. Tuomas. That is the one where they are supposed to look 
into war claims other than those covered under this act and report to 
the President and the Congress. 

Mr. Puiturrs. That is a brief analysis. 

Mr. Tuomas. Yes. 


TRADING WITH THE ENEMY ACT 


Mr. Tuomas. What is the status of the fund that originated by 
virtue of the act called the Trading With the Enemy Act of 1917, as 
amended in subsequent years? 

Mr. Cuieary. Mrs. Howorth has the primary job of keeping close 
track of that. We have received $60 million. That is the amount 
that has been deposited to date by.the Alien Property Custodian in 
the United States Treasury. 

Subsequent to the deposit by the Alien Property Custodian of that 
total of $60 million, transfers have been made of portions of that 
since into the several funds within the Treasury for the different 
agencies authorized to draw upon the funds such as the War Claims 
Commission, the State Department, and the Bureau of Employees 
Compensation. 

What is the balance now, Mrs. Howorth? 

Mrs. Howorrn. The unexpended balance of that $60 million is 
approximately $24 million. 

Mr. Tuomas. I will read from your justifications, if I may interrupt 
for just a minute. [Reading:] 


VALUE OF PROPERTY HELD BY ALIEN PROPERTY CUSTODIAN 


As of December 31, 1949, the Office of Alien Property held property valued at 
the time of vesting at approximately $334,200,000. That property has appreciated 
in value in the amount of $62,700,000 and has produced income in the amount of 
$39,800,000, so that at the end of 1949 the value of this vested property was 
approximately $436,700,000, 
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I hope that figure is correct. It has been our experience that instead 

of any appreciation it is always depreciation. There might be a 

hiatus there of at least $75,000,000 on the figure. [Reading further:] 
The net balance on vested property at the end of December 1949, after deducting 


administrative expenses, value of vested properties returned, transferred, ex- 
pended, revalued, and the first deposit of $25,000,000 to the Treasury for deposit 


to the war-claims fund amounted to $344,900, 000. 
What is the figure for the value of vested properties returned? Do 
you have that figure? 

Mrs. Howorrtu. No; that is information not yet released by Alien 
Property. 

Mr. Tuomas. I thought you were keeping up with this thing. 

Mrs. Howorrn. As best we can. 

Mr. Tuomas. You had better keep up with what is returned, be- 
cause there may be so much returned that there may not be any funds 
left. That is a very important part, to see what is being returned. 

Mrs. Howorru. Without a doubt, Mr. Chairman, that is correct. 

Mr. Tuomas. Certainly you did not overlook that important part; 
did you? 

Mrs. Howorrn. No. 

Mrs. Lusk. Really, Mr. Chairman, we have not overlooked it, but 
there is a certain delicacy i in invading their realm. We ask for these 
things and when we do not get them that is as far as we can go. 

Mr. Tuomas. If you do not get them, just let this committee know 
and we will see if we cannot help you get them, because that is very 
important. 

Mrs. Lusk. I know. 


DEPOSITS MADE FROM WAR-CLAIMS FUND 


Mr. Tuomas. You have a section in this act which says that this 
act is not going to cost the taxpayers any money. 

Mrs. Lusk. There is a tendency to infer that the only concern the 
WCC has is the money that is transferred to it, but we feel that we 
have a broader interest. 

Mr. Tuomas. I think you are exactly right. 

Mrs. Lusk. I just wanted you to know that we have not overlooked 
it. It has not been neglect. It is because we could not get it. 

Mr. Tuomas. This statement says that $25 million was deposited 
to the Treasury for your account. 

Mr. Cieary. That was the first deposit, sir. 

Mrs. Howorru. Subsequent to that, there were two deposits—one 
of $15,000,000. and another of $20,000,000. 

Mr. Tuomas (reading further): 

This net balance does not include properties such as patents that cannot be 
valued in dollars and cents. 

Approximately $175,000,000 of the net balance of $344,900,000 must be set 
aside to meet estimated allowable claims under the claims program and actions 


that may be brought under section 9 of the Trading With the Enemy Act of Oc- 
tober 6,1917, * * *. 
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RECOVERY OF VESTED PROPERTY 


What is section 9 of the act? 

Mrs. Howorru. That reference is to a section of the Trading With 
the Enemy Act which provides for the recovery either on a debt basis 
or on an ownership basis of vested property 

Mr. Tuomas. That is a different section from section 8? 

Mrs. Howorrn. Yes. It is section 9 of the Trading With the 
Enemy Act of 1917, as amended. 

Mr. Tuomas (reading): 


A balance of $169,900,000 may be available from which deposits may be made 
by the Office of Alien Property to the Treasury for deposit to the war-claims fund. 


WITHDRAWALS BY BUREAU OF EMPLOYMENT SECURITY 


Mr. THomas. How much has the other half of this picture already 
withdrawn? Namely, the Bureau of Employment Security folks of 
the Department of Labor, how much have they drawn from the fund? 

Mrs. Howorrnu. That figure is a total of $8,170,842. 


ESTIMATED LIABILITY UNDER ACT 


Mr. THomas. What do they think their outside total liability will 
be under the act? How much do you think they will disburse under 
the act? Do they give you any figure on that? 

Mrs. Howorru. Yes; they have estimated that. 

Mr. Cueary. $6 million for fiscal 1951 and $5,600,000 for fiscal 
year 1952 is the amount that the Bureau of Employees’ Compensation 


estimates in the printed budget submitted by the President will be the 
amount of claims they will pay out under the section of War Claims 
Act for which they are responsible. 

Mr. Tuomas. So far as you can tell by the time you wind up in 
March of 1954, what is your best estimate of the amount of funds you 
will have paid out under your part of the act? 

Mr. Cieary. Approximately $120 million plus administrative 
expenses. 

Mr. Tuomas. What is the best estimate on the Employees’ Com- 
pensation Bureau? How much will they pay out? 

Mr. Cieary. Not to exceed $25 million. They may run lower 
than that. They show a total of less than $18 million for these 
three years, 1950, 1951, and 1952, which will dispose of the bulk of 
their work. 

Mr. Tuomas. On the basis of those figures, there will be $100 
million or $150 million left in this fund? 

Mr. Cieary. On page 4 it shows $169,900,000 available for the 
purposes of the War Claims Act, plus the $25 million that was already 
deposited at the time this material was prepared. That would be 
roughly $195 million to discharge approximately $150 million worth 
of obligations under the War Claims Act. 

Mr. Tuomas. That is your agency, though. 

Mr. Cieary. Both agencies, ours and the Bureau of Employees’ 
Compensation. All the claims payable under the War Claims Act 
by the War Claims Commission and the Bureau of Employees’ Com- 
pensation will total approximately $150 million. 
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The status of the fund as of now indicates there will be about 
$195 million available to be deposited in the fund for that purpose, 
which is a cushion of approximately $45 million. 

Mr. THomas. Let me read your concluding statement in the record. 

It is estimated by the War Claims Commission that the cost of settling claims 
presently authorized by the War Claims Act of 1948, as amended, including those 
administered by other governmental agencies, will approximate $150 million. 

Mr. THomas. Name those other agencies. 

Mr. Crieary. The Bureau of Employees Compensation, which is 
now in the Labor Department, and the State Department, which has 
a small program that represents the advance of money. 

Mr. Tuomas. You say the present status of the fund as of now is 
about $144.9 million. Is that a clear picture? 

Mr. Cieary. Yes, sir. 

Mr. THomas. What is the status now of claims under section 8? 

Mr. Cueary. We have no idea at all of the dollar value of those 
section 8 claims. 

ADMINISTRATIVE Costs 


Mr. Tomas. Now let us look at your administrative costs for a 
few moments. 

Mr. Puaruuies. Did not you testify that this fund is increasing? 

Mr. Tuomas. They said they had an appreciation of about $69 
million. 

Mr. Puiturs. Up to now. You also testified it continues to 
increase? 

Mr. CLEary. Yes, sir. 

Mr. Puruuips. So, your answer to the chairman does not take into 
consideration any increases which may come from now on until you 
conclude your work? 

Mr. Cieary. That is right. The amount of money being vested 
by the Alien Property Custodian daily—and that office is still in a 
vesting program—will be additional to the amount of which the War 
Claims Commission has no knowledge as of today. That would be 
added to the cushion I referred to earlier. 


REQUESTED INCREASE FOR 1952 


Mr. Tuomas. Tell us quickly why you want a 100-percent increase 
in personnel. You jump the personnel from 120 people to 250 people. 
Why is that? 

Mr. Cieary. So that we can get the job done within the statutory 
limits imposed by the act. 

Mr. Tuomas. I made a note about 11 o’clock last night, if my 
memory serves me correctly, on page 16 of the justification to the 
effect that your statements do not quite jibe up with what you are 
requesting. I figured you were doing a good job here by your own 
justification and you did not need anything comparable to that. Let 
me see if I am right. 


ESTIMATED CLAIMS TO BE ADJUDICATED 


On pages 16 and 17, at the middle of page 16, you say: 


The Commission estimates 411,100 as the total number of claims presently 
authorized to be received and adjudicated. Distributed by categories, these 
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claims are as follows: religious organizations and personnel thereof, 100; civilian 
American citizen internees and survivors, 10,000; American prisoners of war and 
survivors, 141,000. 

That is just about a rate of 14 to 1 of military against civilians. 

Mr. Cueary. Yes. 

Mr. Tuomas. But, dollarwise, how does it figure out? 

Mr. Cieary. The civilians under our section of the act get $60 a 
month for adults and $25 a month for minors. <A military prisoner 
gets a dollar a day. 

Mr. Tuomas. (reading): 


Philippine prisoners of war and survivors, 260,000. 


That makes a total of 411,100. 
CLAIMS ADJUDICATED, 1950 


Now, at the end of fiscal year 1950, you had adjudicated 6,084 
claims. How long did that take you—4 or 5 months? 

Mr. Cieary. From February 14 until June 30. We were in a 
pilot-type program of operation at that time. 

Mr. Tuomas. We will call it 44% months. We will split the differ- 
ence. 

Mr. Cueary. Yes. 

Mr. Tuomas. Now, you say: 

Using these figures as a gage, it appears that the percentage of invalid claims 
filed by Americans will be extraordinarily low— 
and so forth. I figure with 125 people, that was about 23 cases ad- 
judicated a day—or was that 23 a month? On an annual basis, that 
would be 23 cases per person adjudicated. Of course, since you have 
only been there about 4% months, we will say that was 50 cases per 
year for 125 people to adjudicate. That is a pretty small workload; 
is it not, for that many people? 

Mrs. Howorru. Of course, they are not all adjudicators. 

Mr. Tuomas. Of course, we understand the Commission and you 
are not making the adjudications. I am just talking about the 
productivity of the whole organization. On that basis, it was less 
than 50 cases annually per person. 


ESTIMATED WORKLOAD, 1952 


Then, going over to the next page, you say: 

On the basis of these estimates, the Commission’s schedule of receipt and adjudica- 
tion of claims is as follows: For 1952, pending at the beginning of the fiscalyear, 
311,159; none received; adjudicated, 189,686; pending at the end of the fiscal year 
121,473. 

You have two more years to go, and you are disposing of 189,000? 

Mr. Cueary. Yes. 

Mr. Tuomas. What are you going to do in those other 2 years? 

Mr. Cieary. We will wind up ahead of time. 

Mr. Tuomas. If you do, you are going to get the best medal this 
committee has ever awarded. So, on your own statement, if you are 
going to adjudicate 189,000 cases at the end of the fiscal year and have 
2 years to go and are going to have only 121,000 left, it looks to me 
like you can get along with a 10 or 15 percent increase in personnel 
instead of a 100 percent. 
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Mr. Curary. If we get the increased appropriation we are request- 
ing, we will be able to get approximately 190,000 claims adjudicated 
during 1952. 

Mr. Tuomas. Then you will have 1953 and 1954 left. By that 
schedule you would finish ahead of time, but our experience has been 
that we always have trouble getting an agency out of business when 
the act says they should be. . 

Are my mathematics wrong? If so, please straighten me out. 

Mr. Cieary. That is correct, as you figure it. 

Mrs. Lusx. It is our place to close the Commission as soon as we 
finish our work, even if we have not arrived at the final date. We 
would like to clear up the work ahead of time if we ean, and I think 
we can. 

Mr. Austin. Many of those prisoners of war have been waiting 
now 5 years for their claims to be adjusted, and the claimants, accord- 
ants, according to our correspondence, want to know when they are 
going to be paid. 

Mrs. Lusk. We would like to pay them all tomorrow if we could. 


BENEFITS TO Contract EMPLOYEES 


Mr. Yates. Do the claimants accept the amounts that are awarded 
by your agency in full satisfaction of any claims they may have against 
the American Government? 

Mr. Cieary. Only insofar as the provisions of the act are con- 
cerned. They may feel they have a claim for another cause, for 
another reason, and this does not foreclose them from filing a claim 
for such other reason. 

Section 6 of the act, which covers military personnel, relates only 
to the fact that they were improperly fed by the enemy while prisoners 
of war. Any claims for mistreatment to which they have been sub- 
jected or any loss or damage to their health they have incurred would 
be apart from claims arising under the terms of section 6, under which 
we pay them $1 a day for not being properly fed. 

Mr. Yates. In other words, the claims against the American 
Government may be infinitely more than the amounts stated in the 
justifications as a result, perhaps, of lawsuits involving claims for 
injuries to health, mistreatment, and other causes of that type? 

Mr. Cieary. Yes. But there is no statutory provision now that 
would enable claimants to come in and file such suits. 

Mr. Yates. Well, I know of several suits of that nature, and I 
wondered whether or not the passage of this act in itself had done 
anything to work toward the settlement of those suits. 

Mr. Cieary. I maybe familiar with the suits to which you refer, 
which I believe are questions of contract employment. 

Mr. Yates. That is right. Their claims are included within the 
scope of your duties; are they not? 

Mr. Cieary. Not at the present time. They are included in the 
scope of the claims we are studying and are included within the scope 
of the report we made. However, we do not administer any bene- 
fits to them and never have. The Bureau of Employees Compen- 
sation administers benefits to those contract employees. That Bu- 
reau has paid them under section 4 of the act and continues to pay 
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them under section 4. We have had no official contact with the 
contract employees at all. 

Mr. Yates. So that their acceptance of the awards you give does 
not in any way vitiate any cause of action they feel they may have 
against the Government for reasons usually inherent in tort actions? 

Mr. Cueary. That is a matter for the Bureau of Employees Com- 
penation; that is for them. 

Mr. Yares. Well, that is part of the act, is it not? The reason I 
am asking these questions is to see whether any one of the agencies 
that administer this act—your agency, the Bureau of Employees Com- 
pensation, or perhaps the State Department—does not wind up the 
whole claim within the framework of the act. Apparently it does not. 

Mr. Wiener. The act does not specify that. 

Mr. Yares. So that there may be lawsuits pending for years and 
years and years to come against the Government as a result of intern- 
ship of those people apart from the awards you give? 

Mr. Cieary. That is correct. 


WAIVER OF CLAIMS AGAINST UNITED STATES 


Mr. SrerLter. You may have reference to the fact that the Bureau 
of Employees Compensation, in settling some claims of contract em- 
ployees, does require them to sign a waiver. These waivers are pro- 
vided so that before claimants receive settlement from the BEC they 
must waive any other claim which they may have against the United 
States. This procedure is not followed with respect to our benefits. 

Mr. Yares. But there is nothing in the act to enable you to compel 
them to sign those waivers? 

Mr. Srerier. No. 


ADJUDICATION OF CLAIMS 


Mr. AnpreEws. There is not much complexity about adjudicating 
the amount of a claim; is there? 

Mr. Cueary. Very often there can be, especially in cases of civilian 
internees, where there is a question of citizenship. 

Mr. Anprews. But not so far as the rates are concerned? 

Mr. Cuieary. Not so far as the rates of benefit paid a civilian are 
concerned. 

Mr. AnpreEws. So far as military claims are concerned, all you do is 
to satisfy yourself as to the correctness of the man’s service record, 
stating he served so many days? 

Mrs. Lusk. That is right. 

Mr. Cieary. The surviving military personnel present practically 
the same problems as civilian survivors. 

Mr. ANpREws. How many adjudicators do you have in the Com- 
mission? 

Mr. Barron. We have 18 adjudicators on the POW and 5 on the 
civilian claims. 

Mr. ANprREws. What happens to a claim after the adjudicator 
certifies it for payment? Does the Commission have to pass on it? 

Mr. Barron. No, sir. It is reviewed by the reviewer and then is 
certified and sent up to the Fiscal Office for certification to the 
Treasury. 
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Mr. ANprews. But the Commission does not pass on the paym ent 
of claims? 

Mr. Barron. Not as such. Authority is delegated to the Claims 
Service. 


PHILIPPINE Frietp OFrricr 


Mr. Tuomas. There is one further observation. That is about 
the Philippine field office. When did you set that up? 

Mr. Cieary. We opened it for business on the 1st of November. 

Mr. Tuomas. Is it a going concern now? 

Mr. Cuixary. Yes, sir. 

Mr. Tuomas. How many people did you have in that office as of 
the most recent date you have? 

Mr. Cuieary. Thirteen. 

Mr. Tuomas. I notice you have set up for the personnel cost of the 
Philippine office $89,000, and I have made a notation “‘plus $17,860,” 
which makes a total of $106,860. I get this “plus $17,860” by virtue 
of living-quarters allowances of $12,890 and additional pay for service 
abroad of $4,970. Then I overlook in my total of $17,860 the trans- 
portation cost of sending them over there, which will add another 
$10,000 or $15,000. 

Mr. Puiturrs. Where is that office actually located? 

Mr. Cieary. In Manila. 

Mr. Tuomas. How many of those claims do you think you will 
have? I believe the table says around 111,000. 

Mr. Cirary. The table shows 260,000. 

Mr. Tuomas. That is going to be one of your many headaches— 
establishing identity, and so forth? 

Mr. Cuieary. Yes, sir. 

Mr. Tuomas. Those are the people who are all alleged to have been 
in the United States armed services? 

Mr. Cieary. That is right. 

Mr. Tuomas. Or in the Philippine Army that was inducted? 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. The committee has had considerable experience along 
the line of this type of work. It takes time, of course. Under the 
law they are eligible. 

They were paid by the Philippine rather than our Government; 
were they not? 

Mr. Cuieary. Yes, sir. 


PERSONNEL 
NUMBER OF ADJUDICATORS EMPLOYED 


Mr. Tuomas. Looking over the budget generally, I think I came 
up with a figure of 78 examiners. What is your total number of 
examiners? 

Mr. Cueary. Fifty-four is the figure on prisoner of war adjudicators. 
Then we have 10 on the civilian claims, and we will have three on 
the religious claims. 

Mr. Tuomas. A total of 67. How many do you have in fiscal 1951? 

Mr. Barton. We have 25. 

Mr. Tuomas. You have 25 and want 67 for 1952? 

Mr. Cieary. Yes, sir. 
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EMPLOYMENT BY DIVISIONS 


Mr. Tuomas. Now, as a friendly criticism, it appears to me that 
you folks are a little top-heavy on your policy people, your top-flight 
people, and are not heavy enough on adjudicators and working folks. 
You have too many high-sounding titles over there—administrative 
office, fiseal and property management service. 

Mr. Cuieary. The increases are shown in table No. 2. 

Mr. TxHomas. Administration, two; legislative and congressional 
activity section, seven; regulation and Goal opinion section, five; 
reports, manuals, and instructions section, five; and again, under this 
legislative section, you have 19 people. It.seems to me that you ought 
to get along with less than half a dozen. Over here in the Adminis- 
trative Division, in the fiscal and property management section, you 
have nine. What is the world could nine people be doing in an agency 
of this type? 

Mr. Crieary. They certify vouchers to the Treasury Department. 
It is not a fiscal office in exactly the sense that you have a fiscal office 
in another agency. 

Mr. Txomas. In the correspondence section you have five; public 
information, one; liaison office, three. That certainly is two too many. 

Mr. Cuieary. Public information is a clerk, a GS-3 or 4 clerk. 

Mr. Tuomas. In the claims service, you have the prisoner-of-war 
set down as 98 rather than 67. 

Mr. Cieary. That includes reviewers and clerk-typists, who type 
up the awards. 

Mr. Tuomas. Then you have a control section that reviews the 
reviewers? 

Mr. Creary. No; they perform a docketing function. 

Mrs. Howortu. When a case comes in, the clerks enter it on the 
a and follow it through claims service to return of the claim to 

es. 

Mr. Tuomas. How many general housekeeping people do you have? 
In public information you have one, whereas in personnel, records 
and files service, you have three, for a total employment of 250. We 
set a goal in here of one personnel person to 115 employees. Some 
agencies have said they got up to 135 rather than 115, and a good 
many agencies came in here last year and said they found out one 
personnel person could get up eventually to handling 150 employees. 
I ae throw that out for your thinking and suggest that you rework 
that. 

Mrs. Howorrn. Under ‘‘ Personnel, records, and files service,’’ one 
is a personnel officer and the other two are clerks. There is a tre- 
mendous number of personnel entries and records that have to be 
made. 

Mr. Tuomas. I also notice on some of the green sheets you have 
a lot of 14’s, 15’s, 13’s, and 12’s. 


EMPLOYMENT IN PHILIPPINE OFFICE 


What is the breakdown of your Philippine office now insofar as 
the civil service grades are concerned? 

Mrs. Howorru. They have one director, one office manager, one 
chief of mails and records service. There are five United States em- 
ployees and eight Filipinos at very low pay. 
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Mr. Tuomas. That makes 13. You want how many for fiscal 1952 
in that office? 

Mr. Curary. Forty. 

Mrs. Howorrn. It would still be five Americans, but 35 Filipinos. 

Mr. Tuomas. Your green sheets show one director, GS-14; one 

office manager, GS-12; one mail supervisor, GS-11; one secretary, 
GS-7; six receptionists, FSA-5. 

Mr. Cuxary. That is the local rate of pay over in the islands in 
the Foreign Service. 

Mr. Tuomas. You pay the prevailing salary over there and not the 
salary under the civil service schedule? 

Mr. Cueary. That is right. 

Mrs. Howorrn. It is about half. 

Mr. Tuomas. About what is the salary of that FSA section? 

Mr. Cieary. We have a lump figure of $61,435. 

Mr. Austin. It is an FSA’-+4. 

Mr. Tuomas. Then you have a grade 5. 

Mr. Austin. That is an FSA receptionist. 

Mr. Tuomas. What are those FSA rates? 

Mr. Crieary. It is $1,300 for a 7; for an FSA-8, it is $1,144; for 
an FSA-10, it is $936; for an FSA—6a, it is $1,456; for an FSA-3, 
it is $1,976; and for an FSA"-4, it is $1,768. The higher the grade, the 
less the money. 


Size or Cats 


Mr. Puiuuips. Is there any uniformity in the size of your claims 
at all, or are they all of a different size? Is there any uniformity in 


the amount of money involved in the different claims? 

Mr. Cuxary. Yes. Civilian claims for adults average around 
$2,100; for minors, around $900. The average claim for a military 
person captured by the Japanese is around $1,100; for a military 
person captured by the Germans, it is around $375. 


PAYMENTS BY BuREAU OF EMPLOYEES’ COMPENSATION 


Mr. Puiturrs. The chairman—Mr. Thomas—mentioned the de- 
mands on this fund from another agency. I understood him to say 
the Federal Security Agency. 

Mr. Cuieary. The Bureau of Employees Compensation formerly 
was under the Federal Security Agency. They were transferred to 
the Department of Labor last year. 

Mr. Puiturrs. Why do they draw on that fund? 

Mr. Cieary. Under the terms of section 4 of the act, the BEC 
administers that section for contgact employees and civil service 
employees. 

Mr. Puruuips. That is a duplication of your work, except that it 
applies to another group of people? 

Mr. Cunary. No. The benefits and eligibility of those people who 
are paid by the Bureau of Employees Compensation differ. 

Mr. Puiturps. Under section 4? 

Mr. Cueary. Yes, sir—and 5 (f) also. That is a continuing running 
award of disability payments that are made to those persons. 
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YerarxLy Increase oF War Craims Funp 


Mr. Puiturps. Will you tell me again the monthly increment of 
that fund? Was it $20,000,000? 

Mr. Austin. That is the yearly vesting rate quoted in our 
justifications. 

Mr. Puturps. That is, the yearly additions to the fund you antici- 
pate will be $20,000,000? 

Mr. Cuieary. No, sir. The property is being vested by Alien 
Property at the rate of $20,000,000 a year as of now—as of the time 
Mr. Baynton of Alien Property submitted the data. 


ConcLusION oF Work 


Mr. Puiturpes. Coming to the difference in the estimated time of 
concluding your work based on the number of employees you have 
now, if you continued with the same number of employees you have 
now, compared to the number you ask for, when would you finish, 
if you did get the number of employees you ask for? 

Mr. Cueary. We have not calculated that. 

Mrs. Howorrn. In fiscal year 1953. 

Mr. Puriuips. With the present number of employees, you would 
conclude, we will say, in December 1953? 

Mr. Cuieary. I am not sure of that. I would be glad to supply 
that information. 

Mr. Puiturrs. And with the number you ask for, when do you 
figure you would conclude your work? 

Mr. Cieary. We bave not presented anything with repsect to 
fiscal 1953, but our justification shows we would adjudicate 60 percent 
of the claims remaining to be adjudicated at the close of this fiscal 
year. 

Mr. Puiuuirs. During 1952? 

Mr. Cieary. During 1952, leaving 40 percent of the work load to 
be done in 1953. Under a projection, that would indicate eight 
months after the commencement of fiscal 1953 we would have all of 
our preliminary adjudications completed. 

Mr. Puitiires. Perhaps | misunderstood your first answer. The 
answer you gave me was for the additional employees? 

Mr. Cieary. That is right. 

Mr. Puitiips. Suppose you had no additional employees and con- 
ducted the work with approximately the same staff you have now. 
When would you conclude your work? 

Mr. Cuxary. I will have to calculate that. It would cut approxi- 
mately in half the work we propose to do during fiscal 1952. 

Mr. Puiwuires. That is, you Would do about 30 percent in 1952? 

Mr. Cieary. Leaving 70 percent to be done subsequent to 1952 
instead of 40 percent. 

Mr. Puitures. With two additional years—1953 and 1954—you 
would become increasingly nore competent and efficient as you con- 
tinued, so that you would be able to do more than 30 percent; would 
you not? 

Mr. Cieary. On the basis of this requested appropriation, $100,000 
a month is the figure, and we feel every month we can save before 
the deadline, every month that can be saved in the life of our opera- 
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tion, is well worth consideration. Our primary interest is to get these 
prisoners of war paid as many months ahead of the deadline as we 
possibly can. 


PRIORITIES IN PAyina CLAIMS 


Mr. Puiuuires. On what basis do you pay them—on the basis of the 
date of the application? 


Mr. Cuieary. Yes, sir. 

Mr. Puiturrs, Is there any priority? 

Mr. Cieary. We do have provision for priority. In tbe case of 
claimants over 70 years of age, whose health is such that they may 
not survive to receive any benefits from their claims, and in the case 
of military personnel on active duty, they are given priority. We 
have a relatively large number of our people in Korea on duty, and 
any man who has orders to go overseas and so informs the Commis- 
sion has his claim pulled and paid immediately. The same is true as 
to any former prisoner of war still on active duty. 

There is another category among the claims, both civilian and mili- 
tary—those who are in ill health and need every extra dollar they can 
get to defray medical expenses and living costs. The Commission feels 
special consideration should be given to these claims. When those 
cases are called to our attention, we expedite payment of the claims 
where a valid need is shown. 


APPRECIATION OF CLaim FuNp VALUE 


Mr. Corron. Bearing on your desire to increase your personnel and 
speed up adjudications, it still is not quite clear in my mind whether 
the funds available are likely to appreciate or depreciate as time goes 
on. What was your conclusion on that? 

Mr. Cieary. Regardless of any appreciation, if the net funds 
presently in the control of the Alien Property Custodian remain at the 
figure they are now, making allowance for sums which may have to be 
returned by the Custodian under section 9 of the Trading With the 
“nemy Act, we calculate there will be approximately $45,000,000— 
that there is now approximately $45,000,000 over and above the 
amounts we will be required to pay out for claims presently payable 
under the act. 

Mr. Corron. My point is that the lapse of time does not in any- 
way affect your obligations under this fund. In other words, you are 
not engaging in a race for time to get these claims adjudicated before 
the funds might be depreciated by demands from other sources; or 
are you? 

Mr. Cieary. There is a possibility of legislation that might change 
the Trading With the Enemy Act and therefore reduce the amount of 
money available. 

Mr. Corron. But without legislation? 

Mr. Cuieary. In the absence of any change in the Trading with the 
Enemy Act as it stands today, we would not be faced with sucha 
race for time. 

Mrs. Lusx. I would like to say further, if I might, that we are 
deeply concerned, and it is a matter of a race with time for severzi 
reasons. There is a constant effort through legislation to return vested 
property to the original owners. There is also the matter of making 





110 


adjustments in vested property that have been made through the 
courts, which could deplete our funds. 

We feel—and this is my chief concern in asking for this amount of 
money—that the best justification we have for asking for this amount 
of money is in order that we can complete the payment of these 
claims before anything might happen that would interfere with our 
funds. I do not predict it will happen, but there is the feeling that it 
could happen, and we believe our prisoners of war and other claimants, 
such as internees, are definitely entitled to consideration. 

Mr. Corron. But it cannot happen unless Congress does it? 

Mr. Cieary. That is right. 


NuMBER or Cratms ALREADY RECEIVED 


Mr. Anprews. Do you number the claims as they come into the 
Commission? 

Mr. Cuieary. Yes, sir. 

Mr. Anprews. What is your current number? 

Mr. Cieary. We have about 125,000 numbered. 

Mr. Putuurps. Total, or not acted on? 

Mr. Cueary. Total number. As they come in, they are*given 
numbers, are docketed and set up in the file, and we have onjhand a 
number of undocketed claims. 

Mr. Anprews. You are currently in the 125,000 bracket? 

Mr. Cuieary. In docketing and numbering those received. 

Mr. Anprews. In what bracket are you paying claims at this time? 

Mr. Barron. About 45,000. 

Mr. Puiuures. Is that the total for both categories? 

Mr. Barron. That is the number collectively—all grouped to- 
gether. We do not segregate and separate them. 

Mr. ANprEws. You are receiving claims in the 125,000 bracket and 
are paying in the 45,000 bracket? 

Mr. Cuxary. Yes, sir; docketing in the 125,000 series exclusive of 
the Philippines. 

Mr. Tuomas. Thank you very much, ladies and gentlemen. It is 
always nice to see you. 
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Wepnespay, Fesruary 14, 1951. 
TARIFF COMMISSION 


WITNESSES 


OSCAR B. RYDER, CHAIRMAN 

LYNN R. EDMINSTER, VICE CHAIRMAN 

EDGAR B. BROSSARD, COMMISSIONER 

JOHN P. GREGG, COMMISSIONER 

GEORGE McGILL, COMMISSIONER 

DONN N. BENT, THE SECRETARY 

LOYLE A. MORRISON, DIRECTOR OF INVESTIGATION 
LOUIS S. BALLIF, CHIEF, TECHNICAL SERVICES 


Funds available for obligation 








| 1951 estimate | 1952 estimate 








DIRECT OBLIGATIONS 


| 
Appropriation or estimate- Rewtlescnime veeuek | 272, 400 | $1, vt 700 $1, 266, 000 
Unobligated balance, estimated sav ings. siti visits Ses oped w acu 49 hed 

Savings under sec. 1214 —25, 000 } 


Total direct obligations 1, 265, 700 


REIMBURSABLE OBLIGATIONS 





Reimbursements for services performed 2 7000 | 
IR Nia ho cite citonst ican ganwsvnesaesienoenen | “1,276, 67 | 1,267, 700 | 1, 266, 000 





Obligations by activities 





l ; 
1950 actual | 1951 estimate | 1952 estimate 


Description 





. Research, investigations, and reports on international trade, 
tariffs, and commercial policies___. 


$1, 051, 302 | $1, 048, 013 
. Executive direction and administration_- 


214, 398 ae 217, 987 


DIRECT OBLIGATIONS | 
| 
| 
| 
lay 


Tote Greet GAIN bio oon sini ean niecdnsndndcen wen , 265, 700 | ge 266, 000 


REIMBURSABLE OBLIGATIONS 





. Research, investigations, and reports on international trade, 
tariffs, and commercial policies._..................-.--..- 





Total obligations ; 1, 276, 671 | 1, 267, 700 | 1, 266, 000 
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Obligations by objects 








Object classification 


1950 actual 


1951 estimate 


1952 estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. 
Average number of all employees 


Personal service obligations: 


Permanent positions. 


Regular pay in excess of 52-week base. 


Pay ment above basic rates. 
Total personal services obligations 
DIRECT OBLIGATIONS 


Personal services 

Travel_. sis 
cy ransport: ation of things. 
Communication services - 
Printing and reproduction 
Other contractual services 


Services performed by other agencies_. 


Supplies and materials 
Equipment. -__-_---- 





246 
227 


227 


224 








$1, 216, 318 
4, 225 
1, 320 


$1, 215, 200 





1, 221, 863 


1, 215, 200 





1, 214, 010 








13, 033 
4, 52! 





1, 213, 700 | 
7, 500 


6, 000 


1, 214, 010 
7, 500 


~ 4, 200 


Total direct obligations. _......._...... 


_1, 268, 700 | 


REIMBURSABLE OBLIGATIONS 


Personal services. ie ee 
Communication services. 
Supplies and materials 





Total reimbursable obligations ____ 


Total obligations..................-- 


Mr. Tuomas. We have with us our friends from the United States 
Tariff Commission; we have our distinguished friends, Mr. Oscar 
Ryder, Chairman; Mr. Edminster, Vice Chairman; Mr. Brossard, 
Commissioner; Mr. Gregg, Commissioner; Mr. McGill, Commissioner; 
Mr. Bent, Secretary; Mr. Morrison, Director of Investigation; and 
Mr. Ballif, Chief, Technical Services. 

Mr. Chairman, if you have a statement for us, we will be delighted 
to hear you as long as you want to talk, or as briefly, either. 


GENERAL STATEMENT 


Mr. Ryper. Mr. Chairman and members of the committee, you 
have our justification before you. I think it states our case fairly. 
I shall take this opportunity, however, to emphasize a few matters 
and to take cognizance of developments affecting the work of the 
Commission which have taken place in the 2 months which have 
elapsed since our justification was written. 


DECREASED REQUEST FOR 1952 


The first point I would like to emphasize is that the appropriation 
we are requesting for the fiscal year’1952 is slightly smaller than the 
funds available to us in the current fiscal year. Taking into account 
the automatic pay increases required by law, the requested appropria- 
tion will involve a reduction in man-years from 224 to 219. Such a 
decrease must be viewed in the light of the progressive reduction in 
our staff since the end of the Second World War. Although the size 
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of the Commission’s staff did not increase during the war, it has 
nevertheless been reduced in postwar years by almost 30 percent in 
comparison with our normal prewar staff. A reduction even of five 
man-years in a staff as small as ours now is, coming as it does on top 
of the heavy cuts that have previously been made and in face of an 
increasing workload, is a serious matter. 

The second point I want to make is that the handicap to the Com- 
mission in the performance of its functions would increase at a rapid 
rate with any further reduction of its staff. With a staff of little over 
200 the Commission is attemting to keep up to date information 
regarding conditions here and abroad affecting competition between 
domestic production and imports of all thousands of articles covered 
by the Tariff Act. So far we have been able to reduce our staff 
without seriously diminishing the number of our commodity experts, 
most of whom now have to cover all too wide a range of commodities. 
Any reduction beyond that necessitated by the reduced appropriation 
we are requesting, however, would involve heavy inroads into our staff 
of commodity experts and economists. This would result in further 
increasing the number of commodities handled by each expert to 
such an extent as to make it impossible for us to keep adequately 
informed even as to the most important items of import. We would 
thus find ourselves unable to supply the Congress, the President, 
or the defense agencies with the commodity and international trade 
information which they look to us for. 

The third point I would like to emphasize is that the reduction in 
staff which the Commission has had to make since the end of the 
Second World War has occurred at a time when the demands upon 
the Commission’s services have been steadily increasing and an 
increase which seems certain to continue through the next fiscal year. 
It is literally true, I think, that we have turned out an increased 
amount of work with fewer employees. I doubt if any other Govern- 
ment agency has issued as many reports of a substantive character 
in proportion to the size of its staff as has the Tariff Commission in 
the last few years. This record has been achieved, however, at the 
cost of much overtime on the part of the staff and the members of 
the Commission and also at the cost of several health breakdowns. 
We have reached the limit of increased output from members of our 
staff. Any substantial further staff reduction will inevitably result 
in a serious decline in the Commission’s output. 


INFORMATION FURNISHED TO DEFENSE AGENCIES 


The fourth point I want to mention is that for the remainder of 
this fiscal year the Commission will be faced with increasing demands 
from the defense agencies. Already these demands are of substantial 
volume. They arise from the fact that the Commission has in its 
files an immense fund of information regarding conditions of produc- 
tion—— 

Mr. THomas. May I interrupt you there? Does Mr. Wilson include 
the Tariff Commission as one of the defense agencies? 

Mr. Ryper. No. But in the last war we spent a great part of our 
time in supplying information to the defense agencies and, to a con- 
siderable extent, we worked on funds that they furnished us. 
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Mr. Anprews. For what type of investigation would the Military 
Establishment call on you? 

Mr. Ryper. If you do not mind, I would like to have Mr. Ballif, 
when I finish, go into that with you. He is prepared to describe the 
details of this work. 

Mr. Tuomas. Mr. Chairman, in World War II, you could not have 
justified your existence at all were it not for your helping out Brother 

eon Henderson and Brother Marvin Jones, over in Agriculture, on 
the food problem, because at that time we were importing all we could 
where we could get it and at whatever price we could get it. I just 
want to point that out to you. In other words, so far as the Tariff 
Commission was concerned, it was about as useless-as a fourth leg 
would be in wartime. 

Mr. Ryper. I think you are mistaken, for this reason: there- 
were a number of trade agreements made during that period, and we 
had to do a large amount of work in connection with them. In addi- 
tion, if you will recall, the Senate passed a resolution, introduced by 
Senator Brewster, requiring us on most of the important commodities 
to estimate the probable volume of imports in the postwar period on 
certain assumptions. We spent a lot of time complying with that 
resolution. In fact we did a large amount of regular Tariff Commis- 
sion work during that period—some of it that we were called upon to 
do both by the Congress and some of it in connection with the trade 
agreement program, 

Mr. Tomas. Excuse me for interrupting you. 

Mr. Rypver. As I was saying, our work with the defense agencies 
arises from the fact that the Commission has in its files an immense 


fund of information regarding conditions of production, source of 
materials, and trade in all classes of commodities, and from the 
further fact that the technical experts of the Commission possess 
through their previous training and their experience with the Com- 
mission a thorough knowledge of the physical characteristics of the 
various commodities, their sources, their uses, the processes of manu- 
facture, the volume of production, and the international trade in them. 


INCREASE IN TRADE AGREEMENTS WORK 


The last point I would like to make is that in addition to the increas- 
ing defense work, the Commission sees no sign of a let-up in the 
tendency toward increases in its regular work. For example, although 
there may be less work in connection with the negotiation of new trade 
agreements, the total trade-agreements work of the Commission 
seems likely to increase rather than decrease. If the Trade Agree- 
ments Act is extended in the form passed by the House, it will certainly 
cause a great increase in the work of the Commission under the 
escape clause. It will also result in a large amount of work for the 
Commission in connection with the renegotiation of agreements with 
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countries to whom the United States has made concessions on agri- 
cultural products for which price supports are available. Recent 
developments in the commercial policies of foreign countries, however, 
make it advisable for the Commission to prepare more extensive 
reports than heretofore upon the operation of the trade-agreements 
program and to make a thoroughgoing analysis of the measures taken 
by the other countries which may affect their trade-agreement obliga- 
tions to the United States. 

I may add in that connection that under Executive order we are 
required annually to make a report on the operation of the trade- 
agreements program. We have made three reports and have a 
fourth in preparation. 

Mr. Tuomas. You have made a very good short statement, as usual. 


ORGANIZATIONAL SET-UP OF COMMISSION 


In looking over your justifications last night, I failed to find any 
indication of the usual information that is contained in the green 
sheets. I wonder if your staff would be so kind as to take this chart, 
using it as a basis, and write in the number of employees in each one 
of your groups and the salaries and grades of your first four employees 
in each one. That will give us the entire information. 

Mr. Bent. That chart is not an organization chart. That shows 
the different functions, you might say, but has almost no relation to 
the organization. However, we will be glad to get for you an organi- 
zation chart showing that breakdown you suggest. The material 
that is submitted in the green sheets is, of course, the material you 
have from the Bureau of the Budget in the President’s budget. 

Mr. THomas. What about the chart that you had 2 or 3 years ago? 
This shows your duties. Does not your organization follow your 
duties? 

Mr. Ryprer. No. Each expert in our commodity divisions does 
work on all phases of the Commission work insofar as the commodities 
he handles are concerned. Our organization, therefore, does not 
parallel our duties. 

Mr. Tuomas. Just let it follow on this sheet that has just been 
handed to me. 

Mr. Bent. Very well. 


OBLIGATIONS BY Ossects, 1951 AND 1952 


Mr. Tuomas. We will insert in the record at this point page 2 of 
the justifications, showing you have 224 persons for 1951 and you 
want 219 for 1952, at a cost of $1,214,010 for 1952 as against a cost of 
$1,215,200 for 1951. 

(The matter above referred to is as follows:) 
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Standard Classification Schedule—Salaries and expenses, Tariff Commission; 


Printing and binding, Tariff Commission 





Standard classification 


Estimate, 1951 


Estimate, 1952 


Increase (+) or 
decrease (—) 





| Average 
number 
of em- 
ployees 


Amount 


Average 
number 
of em- 
| ployees 


Amount 


Average 
number 
of em- 
ployees 


Amount 





Personal services: 
Departmental 
Field 


01 Personal services__. 





$1, 180, 400 | 217 
‘ 





$1, 178, 624 | 
35, 386 | 


| 


—$1, 776 | 
+586 


224 | 1,214,010 | 








Miscellaneous objects: 

02 Travel 

03 Transportation of things 

04 Communications 

06 Printing and reproductions 

07 Other contractual services. ___ | 
Services performed by | 

other agencies ; | 
O08 Supplies and materials 
09 Equipment 








Total miscellaneous 6 
} 


1 1, 267, 700 | 
! 





1,265,000; 219 
| 








Grand total obligations. -._.....- 224 | —1,700 | 


! 





1 Fxcludes $25,000 reserve in accordance with sec. 1214 of General Appropriations Act 1951 and includes 
$2,000 reimbursements. 


OTHER OBLIGATIONS 


TRAVEL 


Mr. Tuomas. You have travel at $7,500. The justification for 
travel is very meager. I cannot tell anything about it. What is 
your unexpended balance for travel as of February 1? 

Mr. Rypsr. While he is looking that up, I will say the Commission, 
of course, gets its information regarding individual commodities and 
the competition of imported commodities with domestic products 
largely by direct contact with importers, domestic producers, and 
users of each product. We have to send men out in the field to get 
the information, to learn what the new processes and so forth are. 

Mr. Tuomas. Your other objects of expenditure total about 5 or 
5.25 percent of your personnel cost. That is as low as for any Gov- 
ernment agency, I think. 

Mr. Ryper. That is right. 

Mr. Tuomas. I think it is one of the lowest figures, if not the 
lowest. So you certainly are to be commended on your otherobjects. 

Now, what about the unexpended balance for travel? 

Mr. Bent. I do not have the exact figure here on that for February 1. 

Mr. Tuomas. What date do you have? 

Mr. Bent. I have the expenditure through January 31, which is a 
little more than the estimate you have, $8,193. 

Mr. Tuomas. That would mean you would spent $17,000, and you 
only have $12,000 in the fund. 

Mr. Benr. It is $8,000 through the end of January. 
words, we have adjusted that item a little bit. 

Mr. Tuomas. What do you mean by “adjusted’’? 

Mr. Bent. There is a provision in the general Appropriation Act 
for 1951 which says that where Congress does not specify any par- 
ticular ceiling with respect to travel, the ceiling will be the amount 


In other 
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approved by the Budget. So that is the ceiling which is effective in 
our case—-$12,000. 

Mr. Tuomas. Was that the figure in your estimate for 1951? 

Mr. Bent. That is the one the Budget approved. We asked for 
more than that. 

Mr. Yares. I see the figure of $7,500 down there. 

Mr. Tuomas. They have shown two figures. I am going back to 
the 1951 estimate, which shows travel for 1950 was $8,950, and the 
travel estimate for 1951 was $12,000. But your justification sets it 
up as $7,500, as I see the figure. 

Mr. Benv. That is right. 

Mr. Tuomas. So that you made a typographic -al error, and you 
are within your rights as long as you stay within $12,000. 

Mr. Benr. It is not exactly a typographical error, but all these 
things happen so far in advance that a certain amount of leeway i 
almost essential in working out the program. 

Mr. Tuomas. Certainly it is a typographical error; it cannot be 
anything else, because in your 1951 estimates here you certainly knew 
how much money you got. 

Mr. Bent. That is right. 

Mr. Tuomas. So it must be a typographical error. Let it go at that. 

How are you spending that money? Who is in a travel status? 

Mr. Ryper. Most of the travel is done by our commodity experts 
in getting the information necessary for the Commission’s reports on 
the question of competition between domestic and imported products. 

Mr. Tuomas. Is it all in the continental United States and mostly 
in the East? 

Mr. Ryper. It is all in the continental United States this year, and 
I think most of it has been in the East but not all. 

Mr. Tuomas. Do you know how many people you have in a travel 
status and for how many days out of the year? 

Mr. Bent. I have some breakdown on it here, as shown in the 
following table: 


Travel performed by Tariff Commission employees through Jan. 31, 1951 


Number of employees traveling. ____- 
Total number of trips 

Total number days traveled____. 
Average number days per trip 


Total transportation cost___- 
Total per diem cost_.- 
Total miscellaneous cost 


Grand total 
Average cost per trip______--_- 


1 33 commodity specialists; 5 other (heads of divisions, etc.). 


Mr. Tuomas. Do you mean you charge per diem against your 
travel? 

Mr. Bent. That is correct. 
Mr. THomas. Well, they are on a regular salary, anyway; are they 
not? 

Mr. Bent. That is right. They get their regular salary. Of 
course, that is their standard compensation. 
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Mr. Ryprer. And, of course, they get a per diem when they are in 
the field. 
Mr. Bent. You are right. 


PRINTING AND REPRODUCTION 


Mr. THomas. What about “Printing and reproduction,” $16,500? 
For what is that? How many reports did you print last year, and 
what is the status of the appropriation for that? What is the unex- 
pended balance as of January or February? 

Mr. Bent. We have spent so far $11,661. 

Mr. Tuomas. How many reports did you print for that amount? 

Mr. Bent. I cannot tell you that now. Of course, it includes the 
printing of the annual report. We will furnish an itemized list of 
printing expenditures. 

(The list is as follows:) 


Printing and binding, 1951 
Reports: 
Completion of Import Duties, 1950_.__...-...-.---.----- $1, 974 
Synthetic Organic Chemicals, United States Production and 

Sales, 1949, Rept. 169, second series 3, 269 
Thirty-Fourth Annual Report of the U. 8. Tariff Commission, 

1950 786 
Women’s Fur Felt Hats and Hat Bodies 503 
Harsh or Rough Long-Staple Cotton and Extra Long-Staple 

Cotton 328 
Operation of the Trade Agreement Program, third report__- 
Newsprint, he arC eng in indiustey Series, No. 22 (revised) - 500 


—— $9, 959 
Binding to date 
Miscellaneous items to date (includes storage of type and negatives, 
lotternends, stancerd. form: O60.) 26 obs eo ed 5 od See bw eens sone 880 


11, 661 
Contemplated: 
Synthetic Organic Chemicals, 1950 
Binding 
RR aioe eGR NET ey Cea eh aes ey ee VANES MATA IS 


Total estimates to date 
Allotment 


Balance ! 


1 This balance maintained to allow for difference between GPO estimates on work being done and amounts 
actually billed. 


Mr. Tuomas. The annual report; and what else did you print last 
ear? 

. Mr. Rypsr. I know we printed our report on the operation of the 
trade agreements program. 

Mr. Tuomas. That is the one you issue when the President calls 
for it, but he did not call for any in 1951; he called for one in 1949. 

Mr. Ryper. No; it is a regular report. We make one every year 
and that has been printed every year. 

Mr. Bauuir. We printed a number of summaries of tariff informa- 
tion. Mainly those are covering items on the free list. 

Mr. Txomas. Will that be necessary in view of the war we are 
already in? 
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Mr. Bauuir. Yes. The material, of course, was drafted and written 
before the present emergency developed. Nevertheless, they are very 
useful now. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. What is the unexpended balance for supplies and 
materials, where you ask for $14,690 for fiscal 1952? 

Mr. Benv. So far, we have expended $11,114. 

Mr. Tuomas. What is the nature of the expenditures? 

Mr. Benr. The general definition of supplies and materials, of 
course, is consumable items that do not carry over from year to year. 
That includes duplicating materials, paper, supplies, envelopes, and 
so forth. 

Mr. THomas. Typewriters? 

Mr. Brent. No; those would be under equipment. We have gotten 
some typewriters. 

EQUIPMENT 


Mr. Tuomas. What about the equipment amount; what is the 
unexpended balance? 

Mr. Bent. We have spent $6,102 for equipment. 

Mr. Tuomas. You only spent. $6,000? 

Mr. Bent. That is right. 

Mr. Tuomas. Well, you are doing all right. You have a lump- 
sum appropriation, and you can juggle it around any way you want 
to; so you are doing all right. 

Mr. Ryprr. We have always kept within our appropriation. 

Mr. THomas. Lump-sum appropriations are bad business over the 
long pull, though. 


OTHER CONTRACTUAL SERVICES 


What about other contractual services, a small item of $800? 

Mr. Benr. It is a small item. That includes contract repairs of 
various sorts—maintenance, laundry, and so forth. 

Mr. Tuomas. I have four or five check marks here on your other 
objects. You were a little bit tight with your words here, and you 
know they are the cheapest things we have in this country—words. 

Mr. Bent. Since the total amount of this was so small and was 
such a small percentage of the total, we thought perhaps you would 
not care too much about details. But we can certainly get you any- 
thing you want. 

Mr. Tuomas. Well, you let us be the judge of that. 

Mr. Ryper. We can give you all the details on anything you want. 


Connection Wira War Errort 


Mr. Anprews. I would know how your agency is connected with 
the military agencies in the war effort. 

Mr. Ryper. I will ask Mr. Ballif to speak to that. 

Mr. Bauur. First of all, we were recently asked by the military 
people to enlarge our monthly survey of synthetic organic chemicals. 
We have a monthly survey pertaining to the production, sales, and 
stock position of those strategic chemicals, 

Mr. Anprews. In foreign countries? 





Mr. Baur. No; in this country. We gather this information by 
questionnaires and we submit the data every month to the military 
and other Government departments. 

Mr. ANprews. Do they get information from you that is not avail- 
able other places? 

Mr. Bauuir. Yes, sir; we are the only ones who collect that 
information, 

Mr. Rypver. This is an extension of work we ordinarily do. 

Mr. Bauurr. We are called upon for this work because we have 
long collected similar information on a smaller list of synthetic 
organic chemicals, for some on an annual basis, and they wanted the 
information more current because of the present emergency. So 
we are giving it to them on a monthly basis. 

Mr. Anprews. What agencies call on you for that information? 

Mr. Bauurr. The requests came originally from the Munitions 
Board, but the Navy Department and the Army also are interested. 
The other defense agencies use the information as well. The Na- 
tional Production Authority will use the information in allocating 
some of those materials. 

Mr. Anprews. Your agency is the only one from which that 
information can be obtained? 

Mr. Bauutr. Yes, sir. 

Mr. Ryper. Since the First World War, at first by legislative 
requirement, we have regularly gathered statistics on production and 
imports of synthetic organic chemicals and made an annual report 
on them. Now the military is asking for a monthly report. 

Mr. Tuomas. That is just the point. They have been in operation 
for 24 years as the Tariff Commission and have been gathering this 
and similar information for the last 24 years. So where is there any 
extra burden when some agency bas use for it in connection with the 
war effort and you have to get them that information.? 

Mr. Bauuir. Only part of the information we are now getting 
on the production and shipments of these commodities is the same as 
what we regularly have compiled. Now we are giving more extensive 
information monthly because of the present emergency. We did the 
same thing during the last war. 

Mr. Anprews. What other agencies do you furnish that informa- 
tion to monthly? 

Mr. Bauuir. We furnish it to all of the Government agencies that 
have use for it. The information goes to Commerce; it goes to the 
National Production Authority; it goes to the Army, Navy, and Muni- 
tions Board. 

Mr. Anprews. When did you start making a monthly census? 

Mr. Baur. We had a monthly census on something like 60 or 80; 
then we expanded that list at the request of the defense agencies by 
about 100 items, and we started that beginning in January of this 
year. That will be the first month we will collect this information on 
an expanded basis. 

The other commodities on which we have been getting information 
regularly, we are getting additional information on each one of those. 
Whereas we used to get just the production and sales, now we are 
getting the production, shipments, and consumption on a plant basis 
and the stock position information. 

Mr. AnpreEws. From where do you get the information? 
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Mr. Bauurr. Directly from the manufacturers by questionnaire. 

Mr. ANpREws. Commerce does not get any information like that? 

Mr. Bauutr. No, sir; not on these commodities. They have a 
list of commodities on which they get similar information, but not on 
the organic chemicals. That is our special field; that is where we 
operate. They get certain information on inorganics as well as many 
other products; the Bureau of Mines gets information on some petro- 
leum products. 

Mr. Anprews. Is the work you do for the War Department 
reimbursable? 

Mr. Bauuir. We expect to be reimbursed at the beginning of the 
next fiscal year, but it will be partial reimbursement; we do not 
expect full reimbursement. 

Mr. Yares. Why does your agency perform part of the inforration- 
gathering service and Commerce another part? Could not all this 
be done in Commerce? 

Mr. Bauurr. That matter has been debated a good many times. 
It requires highly technical people to handle this survey, and through 
our long experience in this field we have the technical people to obtain 
information on those synthetic organic chemicals. Commerce has 
some people over there that they can use on the inorganics; the 
3ureau of Mines has specially trained people on the commodities 
they cover. 

Of course, that is just one of the functions the commodity people 
in our Chemical Division perform. It is not their whole job by any 
means. It is important but is not a full-time job. 

Mr. Yares. The primary function of the Tariff Commission, 
though, is gathering information; is it not? 

Mr. Baur. And analyzing that information—the preparation of 
reports to Congress, to the President, and so forth. 

Mr. Yates. If, as you say, you get your information through ques- 
tionnaires addressed to the manufacturers, why is there so great a need 
for the travel that was testified to a few’minutes ago? 

Mr. Bauurr. Of course, these 100 commodities are 100 out of some- 
thing like 5,000 that we try to keep track of in our work. In the course 
of the travel of our experts, they do look into these particular commodi- 
ties, but they cover a great many others—many times the number we 
are covering by this survey. 

Mr. Yarrs. My question is this, however: If you can obtain this 
information by questionnaire, what is the need for travel? 

Mr. Baur. The information we get by travel is on commodities 
not covered by the questionnaires. 

Mr. Yares. But is it not possible to do it by questionnaire? 

Mr. Baur. No, sir; it is not. Obtaining detailed information by 
questionnaire is a difficult thing. We could not hope to cover literally 
hundreds of those commodities and obtain the information we do in 
the course of a field survey. We would have to have 10 times the staff. 

Mr. Yates. But you are doing that when you ask the questions 
through your employees; are you not? I mean the person goes there 
personally and asks questions that usually appear in some question- 
naires; does he not? 

Mr. Baur. Not the same kind of questions. The information 
we get by questionnaire is primarily statistical information. The 
information the experts get—when they call on a businessman, they 
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talk about the general over-all competitive situation, new develop- 
ments in processes of manufacture, new developments in marketing 
the product, and so forth. It is quite different from the straight 
statistics we get on those commodities by questionnaire. 

Mr. Yares. I still am not convinced myself, in view of the fact 
that your experts must report in writing the results of their surveys, 
that the information is not obtainable through a written question- 
naire form. 

Mr. Ryper. Let me answer that in this way. I am now Chairman 
of the Tariff Commission, but I have been in almost every position in 
the Tariff Commission. I was a commodity expert and an economist 
on the Commission staff. There was a lot of information which no 
expert. can get by questionnaire. In the first place, he would not 
know what to ask. He has to go to the plant or office and talk to the 
men in charge and learn what the problems are, ask questions, and 
develop information. You can get more information in a field trip 
of a week or 10 days than you can get by writing letters for a year. 
It is an essential part of our work that our commodity people get out 
and be able to have first-hand contact with the industries to which 
their work relates, see what the manufacturing processes are, what 
the changes in production methods have been, talk to the people, and 
get a picture of the current situation. 

Mr. Corron. Mr. Ballif, in your description of this information, 
that had to do with matters within this country? 

Mr. Baur. Yes, sir. 

Mr. Corron. What, in general, are your sources of information 
from foreign countries, in your studies in connection with our im- 
ports from abroad? 

Mr. Batuir. One of our principal sources are Foreign Service re- 
ports obtained through the State Department. That ts, our foreign 
representatives make regular reports on developments in foreign 
countries. 

Another source of our information is contacts with importers in this 
country. They know a good deal about business conditions and 
developments abroad, and we contact them regularly in the course of 
this field work I was just talking about. 

Then, of course, we get official and other publications from abroad 
and these assist us to keep up on developments in foreign countries. 

Mr. Corron. There is an office or bureau down in the Department 
of Agriculture—I cannot remember the name of it 

Mr. Bauurr. Foreign Agricultural Relations. 

Mr. Corron. Yes. Do you derive some information from them, 
too? 

Mr. Bauuir. We frequently get some of the same reports on agri- 
cultural conditions abroad that they do. We may ask for a report 
through the State Department, or they may ask for a report through 
the State Department. If they ask for it, we get a copy and, in the 
same way, if we ask for it, they get a copy. 

Mr. Ryper. I may say we frequently ask the State Department to 
get further information of a certain type through the Foreign Office, 
and they frequently do that. That is the way we try to get our 
foreign information. Occasionally in the past we have had to do 
field work abroad, but we have not done so in the last few years. 
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NEW YORK OFFICE 


Mr. Tuomas. What about your New York office; how many people 
do you have there now? 

Mr. Baur. We have seven people up there now, I believe. 

Mr. THomas. What do they do? 

Mr. Bauuir. Their job is to analyze invoices to get more detailed 
information on the commodities that are being imported. That 
information is sent down to Washington, and then our experts here 
study it and use it in appraising the competition of imports with 
domestic commerce, etc. 

Mr. Tuomas. Could not you put your New York office right here 
in the Washington office? 

Mr. Batuir. No, sir. We have to have it up there because they 
deal with documents that cover actual imports—that is, the actual 
import documents. That is the port where all of these documents 
are sent, and it would be impossible to have that unit work in 
Washington. 

Mr. THomas. From where do you get the documents—from the 
Customs people, or from the importers? 

Mr. Baur. We get them from Customs. 

Mr. Tuomas. Not from the importers? 

Mr. Baur. No; from the Customs people. 

Mr. Ryper. We get the documents, the invoices, and make an 
analysis of the data shown on them. 

Mr. Tuomas. Do you get them from the customhouse, or do they 
send them to you? 

Mr. Ryper. We have an office in the Customs building there, and 
we get those invoices and tabulate them and make a more detailed 
analysis than you can get from import statistics. 

During the last war, we kept up a lot of information for the defense 
agencies. 

Mr. Tuomas. What is done with the information when it is sent to 
Washington? 

Mr. Baur. When the information is sent to Washington, it is 
sent to what we call an analysis group—a small group. Then our 
commodity people summarize the data on the individual commodities, 
showing the grades and the types of commodities imported. Eventu- 
ally it is reflected in our reports, in letters we prepare for Congress, 
where some constituent asks for information on some specific type of 
commodity or on a commodity on which we do not get statistics 
through the Department of Commerce. 

Mr. THomas. Does not Customs do that same thing? 

Mr. Batuir. No, sir; they do not do that work. 

Mr. Ryprer. We are the only ones who make that kind of analysis. 

Mr. THomas. But Customs adds up the total tonnage, the amount 
of it, and the value of the tonnage that comes through? 

Mr. Ryper. Yes, sir. 

Mr. THomas. What more do you do? 

Mr. Ryper. By tabulating the invoices, we take a basket clause 
which covers a lot of different commodities, and we get information 
regarding how much X commodity, Y commodity, and Z commodity 
are included in that basket clause. Or there may be a question of 
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grade involved, and you can get the grades and relative qualities of 
the different grades imported, which, in some of our investigations, 
is necessary. 

Mr. Bent. As an example, an inquiry was made about the importa- 
tion of wooden crutches. They were included with a large group of 
commodities, and there was no way to tell, other than by actually 
analyzing the inv oices, how many of those things td wooden 
crutches. 

Mr. Tuomas. Thank you, Judge, and your staff. It is always nice 
to see you. 


Work or COMMODITY SPECIALISTS 


Mr. Ryper. One thing before we go. I do not want to leave the 
impression that this work on organic chemicals is the only work we 
do for defense agencies. We do other work. 

Mr. THomas. You had better give it to us now, then. 

Mr. Baur. Our commodity specialists participate in numerous 
committees, interdepartmental committees that are being set up and 
have been set up by the Munitions Board and the National Defense 
Agency. Whenever a problem comes up on a particular commodity, 
our expert participates with similar experts in other departments on 
those committees. The information we furnish as a result of those 
contacts varies all the way from special reports they ask us to make, 
to answering questions over the telephone, which is just going on 
constantly with our commodity specialists. And, in order to supply 
the defense agency with certain special information, we have inau- 
gurated a project on some substantial number of spec ial reports where 
we figure we have specialized information that other agencies do not 
have. 

Mr. Tuomas. Let us get down to cases now. Of course, this coun- 
try is in dire need and this committee looks quite often into the ques- 
tion of critical and strategic materials. We are awfully short in this 
country of manganese, tin, copper, cobalt, and about 30 others. 
Does your agency delve into those problems? They are the most 
critical. The paper work you do on them over the period of the 
war does not amount to a hill of beans. Let us talk about something 
it is necessary for us to have lest we perish. What do vou do about 
manganese? That is about the hottest stuff I know of. 

Mr. Baur. In the last reports we have projected now, we are 
preparing reports on copper, lead, and—— 

Mr. Tuomas. What is the nature of those reports you prepare? 
What we want to know is where we can go and buy the stuff. Do 
you have any information on that that the armed services and Jess 
Larson over here do not have and that the Bureau of Mines does not 
have? 

Mr. Baur. They may have most of the information here and 
there that we will put in those reports, but they will not have it in a 
form that is useful to them, assembled and analyzed in the way we 
propose to do it. 

Mr. Anprews. Take copper. What would you report to the 
Munitions Board on copper show other than the fact that there is a 
shortage of copper? 

Mr. Baur. We intend to go into the foreign sources. 

Mr. Tuomas. How do you know? You only deal with imports. 

Mr. Ryper. No; we deal with both domestic and foreign sources. 
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Mr. Anprews. What I want to know is what is in your report that 
you furnish the Munitions Board or any other defense agency on 
copper. 

Mr. Bauurr. We intend, in connection with the report on copper, 
to go into the foreign sources of potential supplies we might get. We 
are going to get all the information we can showing the ‘capacities of 
those foreign countries to produce copper and the chances we have of 
getting it. 

Mr. Anprews. Is not that already known to the Munitions Board? 

Mr. Bauur. I am not certain it is already known to the Munitions 
Board. 

Mr. Anprews. Well, I think they told this committee they knew 
where the sources were and were negotiating with foreign sources of 
supply to buy it. 

Mr. Tuomas. And they have been trying for 5 years. 

Mr. Anprews. How do you get information on foreign sources of 
supply? 

Mr. Bauuir. As I indicated, we get a good deal of it through Foreign 
Service reports. 

Mr. Anprews. From whom? 

Mr. Baur. They are prepared by people attached to the embassies 
and legations throughout the world. 

Mr. Anprews. Are they employees of the Tariff Commission? 

Mr. Bauuir. No, sir; they are employees of the Foreign Service. 
They are under the State Department. 

Mr. Anprews. Do they send the reports to the State Department? 

Mr. Bauuir. They send the reports through the State Department 
to us and to the other interested agencies. 

Mr. Morrison. Of course, these people want not only the statis- 
tical information but analysis relating to what sources are promising 
considering the price they will have to pay, what we should do about 
import restrictions, should we have a premium price plan as we did 
in the last war, what the policy should be to bring out the supplies. 
Analysis of statistical and other information is required in considering 
such questions. 

Mr. Anprews. Well, they have reached the point now where they 
are willing to get ‘it from any source and pay any price they have to for 
it. Is not that right? 

Mr. Morrison. | should think not, at least not if that suggests 
they are pretty much indifferent to the costs of supplies from potential 
sources. 

Mr. Anprews. Well, they have to negotiate for the supply. 

Mr. Ryper. We have in the defense agencies a lot of information 
here and there, but we bring the information together and analyze 
it so that it is in a usable form. 

Mr. AnpreEws. In other words, you coordinate it. 

Mr. Ryper. That is right—and bring it together. That has been 
our job over the years—to do that kind of thing—and we have to 
do it. 

Mr. AnprRews. War or no war? 

Mr. Ryper. War or no war, we do it. We have been a fact-finding 
and analyzing body for all these years. 

Mr. Yares. You say this study you are doing for the Munitions 
Board on critical materials is something you intend to do. As I 
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understand the work the Munitions Board has had to perform during 
the last 4 or 5 years, that has been the very type of work they have 
been authorized and directed to perform. Has your agency been 
doing this work for that Board prior to this, as a function of yours? 

Mr. Baur, We have been doing related work. It is not exactly 
the kind of work we have to do. 

Mr. Yares. What kind of related work? 

Mr. Baur. We have been serving on committees they have had, 
committees of experts. Our experts have sat on committees along 
with their experts and experts from other Departments, 

Mr. Tuomas. You have been sitting with them for 4 or 5 years? 

Mr. Baur. We have been assisting them in that way. But when 
you get into a critical situation such as we have here, the need for 
that sort of cooperative work changes materially. Then it is a question 
of careful analysis and weighing an entirely new set of factors that 
apply now that did not apply 2 years ago. 

Mr. Tuomas. Thank you, gentlemen. It has been a nice, healthy 
discussion. That is the way we learn—by swapping ideas. A little 
argument never hurt anybody. It is always good to see you and 
your staff. Good luck to you. 


Tuurspay, Fespruary 15, 1951. 
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Funds available for obligation 





| | 
1950 actual | 1951 estimate 1952 estimate 





Appropriation or estimate. ---__-- 3, 723, $3, 891, 695 | $3, 892, 000 
Unobligated balance, estimated savings Ree ee ae 
Savings under sec. 1214 —75, 000 
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Obligations by activities 





Description 1950 actual | 1951 estimate | 1952 estimate 





1. Antimonopoly: 
Legal 


$1, 400, 000 $1, 469, 790 $1, 526, 320 
Economic and financial reports 234, 174 247, 505 250, 025 
Export trade ; 52, 432 52, 610 54, 620 
2. Antideceptive practices: 
Legal case work 1, 145, 823 1, 138, 965 1, 140, 200 
Trade practice conferences_____- RE RTC OTIS 211, 497 252, 815 252, 205 
Wool Act administration 311, 165 298, 940 308, 670 
Trade-marks and insurance 46, 909 34, 420 35, 015 
3. Administration 320, 792 321, 650 324, 945 














Total obligations 3,722,792 |. 3,816, 695 3, 892, 000 





Obligations by objects 





Object classification 1950 actual | 1951 estimate | 1952estimate 





Total number of permanent positions 670 
Average number of all employees 660 








01 Personal services: 
Permanent positions $3, 439, 698 
Regular pay in excess of 52-week base 3 
Payment above basic rates...............--..-.- | 11, 027 





Total personal ser\ ices 3, 463, 578 

ravel 153, 888 
RGEEEDNTTETINIINNR So oo ono ponncnneececccccanne 819 
ROCIO CEN W NNO Co cna sdusecomawdesnecsspoes 23, 794 
Rents and utility services 9, 944 
Printing and binding 29, 746 
Other contractual services 5, 512 
Services performed by other agencies 3, 290 
Supplies and materials 20, 473 
Equipment 11, 748 
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Total obligations 3, 722, 792 3, 816, 695 
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Mr. Tuomas. We have the pleasure of having with us this morning 
our old friends from the Federal Trade Commission. We have the 
very distinguished Chairman, the Honorable Jim Mead, Mr. Miller, 
Mr. Sheehy, Mr. Edwards, Mr. Daniel, Mr. Horton, Mr. Glendening, 
Mr. Whiteley, and Mr. MacIntyre. 

Mr. Chairman, if you have a statement for us, we will be delighted 
to hear from you as long or as briefly as you want to make it. 

It is nice to see all of you. We feel like we are all old friends. 


GENERAL STATEMENT 


Mr. Meap. Mr. Chairman and members of the committee, Reor- 
ganization Plan No. 8 for the Federal Trade Commission became 
effective on May 24, 1950. I was designated by the President to be 
Chairman of the Commission on the same day, and assumed the 
duties and responsibilities of the Chairmanship as provided under 
that plan. 

It is a privilege and pleasure to come here and speak to you about 
the Commission’s accomplishments during the fiscal year 1951 and 
its program for the ensuing fiscal year. I shall endeavor in my 
remarks to bring to your attention as briefly as possible important 
matters with respect to the duties and activities of the Commission 
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and the probable course of its work during the ensuing year, particu- 
larly in the light of the defense program. 


REQUESTED APPROPRIATION FOR 1952 


The Bureau of the Budget has recommended and the Federal Trade 
Commission is requesting for the fiscal year 1952 an appropriation 
of $3,892,000. This is an increase of $305 over the amount appro- 
priated for the Commission for the fiscal year’ 1951. However, $75,000 
of the 1951 appropriation has been placed in reserve in accordance 
with the provisions of section 1214 of the General Appropriation Act. 
If no corresponding reserve is established in 1952, the sum available 
for expenditure will be $75,305 greater than this year. Of this sum, 
about $35,000 will take care of automatic promotions required by law. 

The estimate of $3,892,000 does not include funds for enforcement 
of the new merger legislation closing the loophole in section 7 of the 

‘layton Act. Kequest for funds for the enforcement of this legislation 
is pending with the Bureau of the Budget. 


PRIMARY DUTY OF THE COMMISSION 


The Federal Trade Commission administers the Federal Trade Com- 
mission Act, certain sections of the Clayton Act, as amended by the 
Robinson-Patman Act, the Webb-Pomerene Export Trade Act, the 
Wool Products Labeling Act of 1939, and certain sections of the 
Lanham Trade-Mark Act of 1946. In general these acts are designed 
to preserve free competitive enterprise which is the foundation of our 
political and economic democracy. Upon its existence depends the 


American way of life. 

The primary duty and common objective of the Commission is to 
keep our economic system competitive and the channels of trade free 
from restraints which injure competition. 

The legislative history of the Federal Trade Commission Act shows 
that it was meant to be the strongest of the regulatory commissions. 
But the Commission cannot carry out the plain intention of the 
Congress unless appropriations related to the size of its task are 
provided for it. 

To carry out its responsibility and better meet the requirements of 
performance budgeting, the Commission each fiscal year programs 
its activities and allocates its available funds in the manner best 
designed to carry out the intentions of the Congress and to achieve 
the basic objectives of the statutes committed to it for administra- 
tion. It has the assistance of a central planning council, representa- 
tive of the Commission’s work, in programing its activities and in 
continuously reexamining its program with the view to modifying it 
promptly in the light of new situations. 


DIRECT CONTRIBUIION TO THE DEFENSE EFFORT 


Under section 708 of the Defense Production Act, consultation 
with the Chairman of the Commission must precede requests by 
defense agencies for joint action by business if such action is to be 
exempt from the antitrust laws. A considerable part of the time of 
top members of the Commission’s legal and economic staff is being 
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devoted to conferences with defense agencies for the purpose of 
assuring the maximum protection of small business and of the con- 
sumer that is consistent with the needs of the defense agencies in the 
development of such programs. : 

When the defense program began the Commission examined all 
of its economic investigations, dropped the ones that had no defense 
significance, and planned to expedite and enlarge the ones that had 
defense significance. 

One part of this work consists in publishing quarterly reports which 
provide financial data about American manufacturing. This kind of 
reporting was done in the Office of Price Administration during World 
War II and was transferred to the Commission after the war. The 
Economie Stabilization Agency has indicated that it wants the Com- 
mission to expand its quarterly reporting program in order to pro- 
vide data needed for price control during the present emergency. De- 
tails as to the scope of the expansion are now being worked out with 
that agency. However, no increase of appropriation is asked for this 
work, since it is contemplated that the expansion will take place by 
allocation of funds received by ESA under the Defense Production 
Act. 

The other part of the Commission’s economic reporting consists in 
preparing from time to time reports upon special subjects. Two 
reports which were in progress before the defense emergency developed 
have such significance for the emergency that they are being expedited. 
One will cover the availability of supplies of iron ore and the distribu- 
tion and control of those supplies. It is based upon reports to the 
Commission by the producing companies, and will supply information 
which the Government does not possess. The other will cover 
arrangements as to production and prices between companies engaged 
in the international petroleum trade. It is based upon documents 
obtained from the companies. 

Since the defense emergency began, the Commission has prepared 
a report for the Attorney General as to problems in preserving com- 
petition that arise under the Defense Production Act. This report 
became the basic for the first report by the Attorney General, which 
was submitted to the Congress in accord with that statute. 

At the request of Senator Lyndon Johnson’s Preparedness Com- 
mittee the Commission has also transmitted to that committee two 
special reports on restrictions that may affect the supply of tin and 
mercury from abroad. In view of the President’s repeated instruc- 
tions that the necessities of defense production must not become an 
excuse for excessive concentration of economic power, and in view of 
the fact that the Congress provided a small sum for the development 
of an index of concentration during the present year, the Commission 
is also working upon such an index and is developing statistics to show 
whether or not independent steel fabricators are being unnecessarily 
injured by diversion of steel to the integrated fabricating plants of 
their suppliers or to their large competitors. 

The National Production Authority has designated the Federal 
Trade Commission as an agency through which the Administrator of 
that Authority may exercise his power to conduct investigations as to: 
compliance with its orders. This step was taken in an effort to make: 
direct use of the Commission’s experience in field investigations.. 
Since funds for this work will be furnished by the National Produc- 
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tion Authority as needed, no request is made for funds for the expan- 
sion of the field investigation staff which this work will require. 


ANTIMONOPOLY PROGRAM 


The national public policy requires action against monopolistic 
practices for the protection of competition and consumers. Only 
through such action can preservation of a domestic economy based on 
free and competitive enterprise be assured. 

Preventing monopoly is never more important than in a national 
emergency such as now exists. The great weapon of the United 
States is its high level of productivity, and the productive records set 
by American industry are very largely due to the fact that the com- 
petitive spirit has been kept more vigorous here than elsewhere. We 
tend to forget this, but foreign observers see it clearly. For example, 
a team of British steel founders who came here to study American 
methods in 1948 attributed our high productivity to competition. 
Here is what they said: 

Throughout American industry competition is a governing factor * * *, 
Each is driven by competition to conduct his business in the way by which his 

roducts can be produced and marketed in the least costly manner * * *, 
Productivity in terms of man-hours per ton is undoubtedly higher in the United 
States of America than it is in Britain, by something between 50 and 90 percent. 
In the view of the team the ideas expressed above constitute the driving force 
to compel American steel-foundry merfto Work toward ever greater productivity. 
To sum up: High productivity is consciously sought under the compulsion of 
the keenly competitive spirit which is inseparable from modern America and 
encouragement is given to all employees in the American steel foundries to 
produce at a high rate. 

The same conclusion was reached by a team of British accountants 
who came to the United States to study American management ac- 
counting. They said: 

American management’s perception of the need for high productivity at low 
cost, is sharpened by the knowledge of the penlaty of failure, possible loss of 
business to competitors, and ultimate bankruptcy. Not for it the soft cushion 
and the comfortable feather beds of price agreements and quotas, with the feathers 
often concealed from the public under an attractive cover of what was called in 
the past rationalisation * * ¥*, 

Mr. Tromas. Choice words. " eae at 2 

Mr. Mean. If we just recall what is happening in Britain, where 
they have been governed by this soft economy, where competition 
has been something that gentlemen do not practice, I think we will 
realize that it is the competitive spirit that has really made America 
superior to all countries of the world. 

Mr. Tuomas. To carry that one step further, 1948 was the first 
time the British had ever had an antimonopoly act, and I was told by 
people who presumably knew what they were talking about that the 
same crowd that passed it were the people who enforced it, and the net 
result of it is exactly nil; they still have no competition. They operate 
through trade associations, some 60 of them, and those trade associa- 
tions say who can do this, who can do that, what territory they can 
sell in, and what price they get. Whether that is accurate or not I 
cannot say. : 

Mr. Mrap. I would not be a bit surprised, because they were 
shocked when we took them through the Federal Trade Commission 
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and showed them how our cases operate from complaint to the issu- 
ance of a desist order. They could not believe it. 

To continue with their statement: 

American management has, as the mainspring of all its actions, the well-founded 
belief that unit costs must be reduced each day and every day, week in and week 
out, year in and year out * * *, The urge to reduce costs involves manage- 
ment in a restless search for cheaper and better methods of manufacture. Several 
of the companies visited had in the postwar years uprooted whole machine shops 
and relaid them in order to get a better flow of production * * *, Thefreedom 
of competition which exists in the United States undoubtedly is a most important 
reason for the drive for lower unit costs. It is important to consider whether 
price agreements and quotas are having an adverse effect on the British economy 
by restricting technological advance * * *, The Americans are always ready 
to make use of technical advances to improve their efficiency, realizing that only 
so can they raise the standard of living. This readiness is all the greater since 
the strict enforcement of the antitrust laws prevents the growth of price agree- 
ments, quotas, and restrictive practices * * * 


The emphasis which these British observers have given to competi- 
tion is probably due not only to their knowledge that Great Britain 
must increase its productiveness if it is to remain strong as a nation, 
but also to their growing awareness that the failure to preserve com- 
petition and keep production high saps the free enterprise system 
itself. The British steel founders cannot have been unaware of the 
fact that the British steel industry was on the verge of being socialized. 
As you know, private enterprise in the British steel industry came to 
an end a few hours ago. 

As of February 1, 1951, there were 347 antimonopoly cases pend- 
ing—263 of these matters were in the informal investigational stage. 
There were 84 matters in which formal complaint had issued and 
public proceedings had been initiated. Twenty-one of these formal 
complaints charged violations of section 5 of the Federal Trade 
Commission Act, involving alleged monopolistic or oppressive prac- 
tices, and 63 charged violations of various sections of the Clayton Act. 

Antimonopoly cases usually involve a large number of respondents— 
often all members of an industry. For example, in the National 
Paper Trade Association case, Docket 5592, the trial of which was 
recently completed, there were approximately 1,100 respondents. In 
the American Dental Trade Association case, docket 5636, in which 
the Commission recently issued its order to cease and desist, 143 
respondents were involved. 

The Commission’s antimonopoly cases in fiscal 1952 will be focused 
upon restrictive practices which impair productivity, prevent the use 
of new technology, or hamper the survival of small business. The 
Commission now relies upon its Bureau of Industrial Economics to 
make recommendations as to monopoly problems that are new or are 
developing a new significance. The business world is divided into 
eight segments, each of which is supposed to be watched by two or 
three persons for this purpose. The work has been handicapped by 
the fact that there have been only enough persons to assign to five of 
these segments, (that is, the segments of business) so that the other 
three went unwatched. Now that the emergency makes it particu- 
larly important to focus our work accurately, we want to eliminate 
these blind spots. For this purpose we propose to use $40,000 of the 
$75,000 which was set up as an unexpendable reserve this year and 
which is restored to our budget in this proposal. This sum will pro- 
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vide seven positions for antimonopoly work in the Bureau of Indus- 
trial Economics. These positions were recommended by the Senate 
Committee on Appropriations last year. 


ANTIDECEPTIVE PRACTICES PROGRAM 


The antideceptive practices program of the Commission protects 
competitors and consumers from unfair and deceptive business 
practices. In times of national emergency, when materials are in 
short supply, there is a rising tendency among producers, in attempting 
to meet consumer demands, to use substitutes or reduce the quality 
of their products and to make false and fraudulent claims therefor 
through misbranding or false and misleading advertising. The expos- 
ing of false advertising and fraudulent claims means the prevention of 
wasteful and ill-advised purchasing detrimental not only to the health 
and pocketbooks of consumers, but also to the conservation of scarce 
materials. ‘ 

The Commission’s antideceptive practices program projected into 
the 1952 fiscal year contemplates the protection of essential civilian re- 
quirements in the defense mobilization period. Investigations will 
be made of advertising which appears to be false and misleading to 
determine whether such matters shall be closed, corrected by adminis- 
trative treatment, sent for the informal stipulation procedure, or com- 
plaint issued. 

The Commission has delegated authority to its staff officers to handle 
by administrative treatment, without reference to the Commission, 
minor deceptive practices matters, that is, matters which do not in- 
volve danger to health or fraud. This has resulted in large savings in 
time, effort, and money. 

Important products involved in antideceptive practices cases 
recently tried or in the course of trial involve foods, oleomargarine, 
drugs, cosmetics, health devices, wearing apparel, building materials, 
household furnishings, tobacco, and so forth. 

On February 1, 1951, there were pending in the Bureau of Anti- 
deceptive Practices 1,095 cases, 899 of which were informal or in the 
various stages of investigation, and 207 of which were formal cases in 
which complaints had been issued and which were in the various 
stages of trial. 

Over 15,000 retailers, wholesalers, and manufacturers selling wool 
products and more than 23,700,000 wool products were inspected in 
1951. Inspection includes examination of labeling practices and the 
records of manufacturers and distributors. It is followed by on-the- 
job counseling and thereafter by administrative compliance work, 
which has been found effective in obtaining voluntary compliance 
with the Wool Products Labeling Act. 


COMPLIANCE WITH COMMISSION’S ORDERS 


One phase of the Commission’s program that I would like to em- 
phasize today is that of compliance; that is, obtaining enforcement 
of the Commission’s orders. The Commission’s Division of Com- 
pliance was established in 1947, following what I consider to be a valid 
criticism of our administrative organization that the Commission 
was so busy bringing new complaints that it had no time to see whether 
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the orders previously issued were effective. Since 1947 the Division 
of Compliance has gradually been increased in size, but it is still 
wholly inadequate, as pointed out from time to time by congressional 
committees. 

Compliance work is self-liquidating. Civil penalties for violation 
of final orders of the Commission are recovered in suits brought in the 
district courts, and during this fiscal year the Government has re- 
covered civil penalties of nearly $100,000 as a result of the Commis- 
sion’s compliance work, as compared to $70,000 which is the current 
annual cost of the staff of the Division of Compliance. Based upon 
recent experience, it is quite clear that this function is self-liquidating 
and that within reasonable limits the more money allocated to the 
compliance and enforcement function, the more money will be re- 
covered by the Treasury. 

In reality the compliance work is the final acid test of the Com- 
mission’s effectiveness in preventing violations of law. Unless admin- 
istrative orders to cease and desist from unfair methods of competition 
are obeyed, there is little point in the expenditures for obtaining 
orders in the first instance. The question is not how much compliance 
the Government can afford, but how much it wants. 


TRADE PRACTICE CONFERENCE PROGRAM 


Trade practice conferences establish rules against unfair and illegal 
practices or methods of competition. Conferences are initiated either 
upon application by industry groups or upon the Commission’s own 
motion. The rules are, in effect, standards promulgated by the Com- 


mission for the information and guidance of industry. Thirteen sets 
of trade practice rules were promulgated by the Commission during 
the calendar year 1950. These rules covered the following industries: 
Candy manufacturing, wholesale optical, bedding manufacturing and 
wholesale distributing, cocoa and chocolate, fine and wrapping paper 
distributing, mail-order insurance, peat, tie fabrics, slide fastener, um- 
brella, shoe finders, venetian blind, and parking meter. 


ADMINISTRATION 


The Commission has taken steps to reduce the time required for 
processing, trying, and rendering decisions in cases. Reorganization 
of the Commission primarily on a functional basis; delegation of 
authority to staff officers which reduces the time required for investi- 
gation of matters; elimination of repetitive reporting in reviews of 
cases; authorization for trial examiners to pass upon motions made 
during trial, to eliminate the report upon the evidence, and to make 
ipitial decisions; and preparation of indices of the Commission’s 
decisions in antimonopoly and antideceptive-practices cases—these 
are some of the steps which the Commission ee taken to promote 
efficiency and economy. 

In my opinion, the work of the Federal Trade Commission was 
never more important than it is today. Our competitive economy has 
emerged from both World War I and World War II with increased 
economic concentration and with consequent enlargement of the 
dangers to competition. Unless the Commission as an agency charged 
with the duty of protecting the competitive economy is enabled to 
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function with the vigor demanded by the acceleration of mobilization, 
we shall again emerge from this period with dangerous entrenchment 
of monopolistic power. These dangers to our free economy were well 
recognized by the President in his directive published September 29, 
1950, to all departments and — opreating under the Defense 
Production Act of 1950. In such directive he said: 

As I pointed out in my state-of-the-Union message in January 1947, during the 
last war the long-standing tendency toward economic concentration was accel- 
erated. Partial mobilization, in the absence of protective measures, may again 
expose our economy to this threat and therby imperil the very system we are 
seeking to protect. In numerous provisions of the Defense Production Act of 
1950, the Congress indicated its concern over this danger to free competitive 
enterprise. 

In order that this danger may be minimized, it is requested that, in performing 
those functions delegated to or vested in you by Executive Order 10161, you 
consult with the Attorney General and the Chairman of the Federal Trade 
Commission for the purpose of determining and, to the extent consistent with the 
principal objectives of the act and without impairing the defense effort, of eliminat- 
ing any factors which may tend to suppress competition unduly, create or 


strengthen monopolies, injure small business, or otherwise promote undue con- 
centration of economic power. 

I am requesting the Attorney General and the Chairman of the Federal Trade 
Commission to consult with you as the occasion requires and to report to me from 
time to time concerning the progress that is being made in carrying out this 


policy. 

In that connection, Mr. Chairman, we have liaison established with 
all of these agencies, and we have liaison with the Attorney Generals 
We have conferred with the Attorney General and his staff, and we 
are receiving the cooperation of the several agencies that have been 
set up; that have been delegated to carry on this work. It is quite a 
task, but we hope to do a much better job than was done either in 
World War I or World War II as a result of experience and as a result 
of the National Defense Act and the President’s proclamation. 

So, Mr. Chairman, I want to make this point clear: The Federal 
Trade Commission has emphasized its position in the defense effort. 
In anti-deceptive-practice work in the field, where substitutes and 
synthetics and shoddies and other items might be substituted for 
what the public believes to be some other quality of goods; in the 
Antimonopoly Division where restraint of trade, injury to small 
business, or price fixing may loom as one of the consequent corollaries 
of the defense program; in the Economic Division, where reportin 
is made to the Congress and to the defense agencies, we have oeaved 
the Federal Trade Commission to become one of the very helpful 
defense agencies, and we expect we will be able to do a much larger 
share of the work that was allocated to the emergency agencies in 
the emergencies of the past. That is, we are equipped with our field 
offices and with the investigating staffs to do a big job for those agen- 
cies and do it, as I said, with greater skill and promptness and perhaps 

eater economy than can otherwise be done. We have geared the 

ederal Trade Commission to the whole defense requirements of 
today. 

Mr. Tuomas. Mr. Chairman [Mr. Mead], you have made a very 
fine and enlightening statement, very much to the point. The com- 
mittee feels, as does John Q. Public, as far as that goes, that one of 
the invaluable agencies of the Government is the Federal Trade Com- 
mission. Its service to the American public through the years has 
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been outstanding, and it is difficult to measure the fine service in terms 
of dollars and cents saved the public. 


In looking over your budget last night, I find it is an excellent one. 
It is all there if you want to find it. In fact, it is one of the best we 
have seen. The only thing lacking in it is the green sheets. I think 
you can send those over pretty soon. 

Mr. GLENDENING. Those are published in the record. 

Mr. Tuomas. Yes; but we like to have them sent along individually 
with the agencies, where we have them before us. 

We note the agency has been reorganized on a more functional basis 
during the last 12 months. Is that correct? 

Mr. Mean. That is correct, Mr. Chairman. 


Mr.,THomas. That is a good step. It ought to bring you more effi- 
ciency and so forth. 


At this point we will insert in the record pages 1, 2, 4, 5, and 6 of 
the justifications. They give a complete picture of the activities. 
(The matter above referred to is as follows:) 


Statutory AUTHORITY AND DvuTIES OF THE FEDERAL TRADE COMMISSION 


This statement is respectfully submitted to the chairman and members of the 
House Committee on Appropriations for Independent Offices in explanation and 
justification of the estimates of appropriations of the Federal Trade Commission 
for the fiscal year July 1, 1951, to June 30, 1952. 

Statutory authority—The Federal Trade Commission, an administrative agency, 
created by the act of September 26, 1914, is charged with the enforcement of the 
Federal Trade Commission Act as amended by the Wheeler-Lea Act, approved 
March 21, 1938 (52 Stat. 111-117); section 2 of the Clayton Act, as amended by 
the Robinson-Patman Act, approved June 19, 1936 (49 Stat. 1526), and sections 
3, 7, and 8 of the Clayton Act of October 15, 1914 (38 Stat. 730); the Export Trade 
Act, approved April 10, 1918 (40 Stat. 516); the Wool Products Labeling Act of 
1939, approved October 14, 1940 (54 Stat. 1128), and the Lanham Trade-Mark 
Act of 1946, approved July 5, 1946 (60 Stat. 427). 

Duties.—The principal duties of the Commission under the above-mentioned 
statutes are: 

(1) The Federal Trade Commission Act.—Under this act, the Commission is 
charged with (a) the prevention of unfair methods of competition in commerce and 
unfair or deceptive acts or practices in commerce; (b) the conduct of investigations 
relating to (1) alleged violations of the Antitrust Acts, (2) the manner in which 
decrees in antitrust suits brought by the United States have been carried out, and 
(3) the organization, business, conduct, practices, and management of corporations 
engaged in commerce (with certain statutory exemptions) and their relation to 
other enterprises; (c) the making of reports and recommendations to the Congress 
with respect to legislation; and (d) the conduct of trade conferences of industries 
for the elimination of unlawful and unethical business practices. 

(2) Clayton Act.—Under the Clayton Act, as amended by the Robinson- 
Patman Act, which greatly enlarged and increased the jurisdiction and duties of 
the Commission in respect to unlawful price discriminations, the Commission is 
charged with the prevention of certain specific practices; i. e., unlawful price and 
related discriminations, tying contracts, stock acquisitions, and interlocking 
directorates. 

(3) Export Trade Act.—Under the Export Trade Act the Commission supervises 
the registration and operations of associations engaged solely in export trade, 
which for this purpose are exempt from the provisions of the Antitrust Acts, pro- 
vided neither trade within the United States nor export trade of domestic exporters 
is restrained thereby. 

(4) Wool Products Labeling Act of 1939.—Under this statute the manufacture 
for introduction into commerce, or the introduction, sale, transportation or dis- 
tribution, in commerce, of misbranded wool products, is unlawful, and constitutes 
an unfair method of competition and an unfair and deceptive act and practice 
under the Federal Trade Commission Act. The Commission is authorized to 
make inspections, analyses, tests and examinations of all wool products subject 
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to the act and to make such rules and regulations as may be necessary and proper 
for the administration and enforcement of the act. In addition, the Commission 
is also empowered under the statute to prevent the movement of misbranded 
wool products in commerce by injunction and to proceed by libel action in certain 
cases for condemnation of such products. 

(5) Lanham Trade-Mark Act of 1946.—Under this statute it is the duty of the 
Commission to make applications for the cancellation of registered trade-marks 
under certain specified conditions. The Commission, as applicant, must secure 
the proper evidence on which the application for cancellation is based, prepare 
the application, stating the grounds relied upon, be represented at the hearing 
before a Patent Office examiner for the purpose of presenting such evidence and 
otherwise prosecute the matter to a conclusion, 


Comparative summary of funds by functions 





Allotment, fiscal 


Requested, fiscal 
year 1951 


year 1952 


Increase or 
decrease 





Position; Amount | Position; Amount | Position | Amount 
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Mr. Tuomas. The appropriation for the fiscal year 1951 to the 
Federal Trade Commission was $3,816,695, calling for personnel 
jobs in the number of 658. The budget has impounded $75,000 
of that amount. 

The request for 1952 is $3,892,000, seeking positions of 665, which 
is an increase of 7 positions, and, deducting the 1952 appropria- 
tion the impounded money, instead of there being an increase for 
1952 over 1951 of $305, it is $75,305 increase for 1952 over 1951. 
About $40,000 of that increase goes to the Division of Economic 
Reports, and the other $35,000 goes into other objects. The most 
of it goes to within-grade promotions. 


NUMBER AND DISTRIBUTION OF PERSONNEL 


The Commission offices and executive offices are composed of 34 
positions, which might be slightly top-heavy. I am not too positive 
about that, but it does seem like it might be a little top-heavy. There 
are five Commissioners, and the five Commissioners have 16 employees, 
which is about three to a Commissioner. Then the executive office 
and the Commission office have 13. That makes a total of 34. 

The general counsel has 32 in his immediate office. As well as I 
remember, when I got through counting last night, there were some 
175 lawyers in the Federal Trade Commission doing legal work. Is 
that figure correct? 

Mr. GLENDENING. There are 255 attorneys in the Commission. 

F sont Tuomas. Including the 32 in the general counsel’s immediate 
office? 

Mr. GLENDENING. That is correct. 

Mr. Tuomas. I notice you have 8 legal assistants in the 32 in his 
immediate office, 11 in the Compliance Division, 4 in the Trade-Marks 
and Insurance Division, 2 in Industry Cooperation, 5 in Appellate 
Proceedings. The general counsel’s immediate office may be a little 
top-heavy. 

The Bureau of Antimonopoly has 139 positions; Investigation and 
Litigation, 128; Office of the Director, 5; Export Trade, 6. 


BurEAU OF ANTIMONOPOLY 
DIVISION OF EXPORT TRADE 


That is an old division of the Commission. Its jurisdiction is very 
limited. It deals wholly with associations engaged in export trade 
where they do not do any business in the United States and where 
they do not interfere with exporters in the United States. Could 
not those six be reduced to about three without hurting anybody? 
You have been doing that work for years and years. That enforces 
the old Pomerene Act and has been in there for 35 years, plowing 
some ground, and so forth. Could you not reduce that number by 
three and put them someplace else without hurting the efficiency of 
that Bureau? 

I was not very much impressed with the workload of that Bureau. 
Let us see what your justification says about it on page 30. When it 
is all added up, it is quite interesting, but there is nothing very 
concrete in it; is there? You say: 
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In addition to day-to-day correspondence, conferences with attorneys and trade 
officials, organization meetings, review of contracts, and other documents of the 
associations, and the discharge of many other duties relating to the functioning 
of this act, an adequate administration requires a continuous policing of the 
activities of the export groups to the end that violations of the law may be 
prevented in their incipiency * *, 

The work program in the Division of Export Trade will follow the pattern of 
the fiscal year 1950. There are two formal investigations pending | which will 
require a substantial amount of work during this fiscal year. * 


The word “two’’ is about the only thing so far we can put our teeth 
in. 

* * * In addition, all of the exports trade associations will be visited at 
least once during the year, and their activities checked to ‘ascertain if they are 
operating in accordance with the statute * * 

You could very easily say how many of those trade associations 
there are. 

Mr. Danre.. There are 45 of those. 

Mr. Tuomas (reading): 

* * * These visits are also designed to be helpful in assisting the associa- 
tions in solving problems encountered in their trading operations and in answering 
such questions as may be presented to the representatives of the Division. The 
current war emergency may add greatly to the work of the Division— 

And so forth. 

I can very easily say, on the contrary, it will lessen it, because 
your reports, if this war effort gets worse, in all probability will drop 
off, as the records now show, and what exports there are will be mainly 
war material to our allies and certainly of Government goods and 
not too much of private industry. 


DIVISION OF INVESTIGATION AND LITIGATION 


I notice here also a table of the workload of the Division of Investi- 
gation and Litigation, and I was not quite able to follow the exact 
workload from the statistics on cases. I will read para - h 3 on 
page 23 of the justifications, dealing with the workload of t ivision 
of Investigation and Litigation: 

At the start of the 1950 fiscal year, July 1, 1949, there were pending for investi- 
gation 316 antimenopoly cases. During the ensuing fiscal year a total of 280 
additional cases was received. Thus there were on hand for investigation ‘during 
the year a total of 596 cases. A total of 283 cases was completed during the year, 
leaving on hand at the close of the year a total of 313 cases. 

And the Bureau had 139 employees. 

Then I note on page 24 in the third paragraph this language: 

Pending as of July 1, 1950, are 81 formal and 39 informal, or a total of 120 
antimonopoly cases. 

That is at the beginning of the fiscal year 1951. Those are cases 
in contradistinction to investigations, I presume, which were carried 
over to the tune of 313 in the fiscal year. 

Mr. Sueeny. You are talking there about the Litigation Section— 
the 81 are cases in which formal complaint was already issued. The 39 
are cases in which the field investigation has been completed. Those 
are being processed to determine whether or not a formal complaint 
shall be issued. Those are in the Litigation Section. 

Mr. Tuomas. I tried to cover that by saying I was trying to make a 
distinction. I presume that is what you were doing in your justifica- 
tion. 
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Mr. Sueeny. That is correct. 

Mr. Tuomas. Between a complaint and a case. 

Mr. Sueeny. That is correct. ~ 

Mr. THomas. And apparently these 120 cases had just about 
reached the case stage. 

Mr. Sueeny. Yes. 

Mr. Tuomas. The justification continues: 

The antimonopoly program providing for investigations during the fiscal year 
1951 indicates a substantial addition to this workload of the Litigation Section 
during the fiscal year 1952. During the fiscal year 1950, the Litigation Section 
had available to it the services of 33 trial attorneys. During 1950, the accomplish- 
ments of the division are shown by the following statistics. 

By “1950,” I presume you mean the calendar year 1950, which is 
one-half of the fiscal year 1950 and one-half of the fiscal year 1949. 

Mr. GLENDENING. I think that refers to the fiscal year. 

Mr. Tuomas. This shows complaints issued, 28; complaints sub- 
mitted but not issued at end of year, 3; complaints dismissed, 36; 
complaints closed without prejudice, 5; hearings held, 136; oral argu- 
ments, 18; briefs filed, 17; stipulations executed, 7; negotiations for 
stipulations in progress at end of year, 17; findings and orders to 
cease and desist, 18; matters submitted on motions, appeals, answers, 
and so forth, 33. 

It all boils itself down simply to this: You held hearings in 136 
cases, and these figures of 18, 17, 7, 17, 18, and 33 stem from those 
136 cases. Gentlemen, do not impose on us like that anymore, please. 
And 33 men did that work for 136 cases. Of course, when you say 
“oral arguments, 18,” it is a natural assumption that that is part 
of the 136 cases; briefs filed, 17, is part of the 136 cases; stipulations 
executed, 7, is part of the 136 cases; negotiations for stipulation in 
progress at end of year, 17, is part of the 136 cases. So the workload 
for 33 was very, very light during that year. And, of course, this 
Bureau is one of your really vital ones. This is where you actually 
get the work accomplished. A good many of the other bureaus per- 
form a very important part in leading up to this climax, so to speak, 
but this is where you really get down to business. 


BureEAv or InpustTRIAL Economics 


Then here is your Bureau of Industrial Economics. You have 66 
positions in 1951, and this is the one you want increased to 73 for 
1952. I think you had about $216,000 for this Bureau, total expense, 
for 1950, and for 1951 it has jumped up to $400,000, and for 1952 
you want to jump to $444,725. 

In 1950 this Bureau had 39 positions at a total cost of $213,450, 
and you want to jump it up for 1951 to 85 positions at a cost of 
$429,076, or an increase of 46 positions and an increase of $216,000 
for 1951 over 1950. 

I thought the committee suggested that increase should be nothing 
commensurate with that. 

Mr. GLENDENING. The expenditures in the Bureau of Industrial 
Economics in 1950 were $368,000. 

Mr. Puitiires. What is this year’s request for fiscal year 1952? 

Mr. GLENDENING. This year’s request is $444,000. 

Mr. Putuips. $80,000 higher? 
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Mr. GLENDENING. Yes, sir. 

Mr. Tomas. How did you make that expenditure of $380,000? 
The justification was $213,000; was it not? 

Mr. GLENDENING. I do not recall what is shown in that. 

Mr. Tuomas. I have your justification here before me. This is in 
the 1951 justification on page 17. In your consolidation and reorgan- 
ization you may have made some changes. 

Mr. Epwarps. The figures you are quoting for 1951 and 1952, 
actual expenditures, are for the Bureau, but the page you have in 
the 1951 justification is not for the Bureau; it is for economic and 
financial reports, which is only a part of the Bureau’s work. 

Mr. Tuomas. Well, at the time, that was the whole bureau. 

Mr. Epwarps. No, sir. 

Mr. Tuomas. And under the reorganization you have gathered a 
little more? 

Mr. Epwarps. No, sir. May I explain that about half of the 
Bureau’s work is work directly on antimonopoly cases; the other 
half is on economic and financial reports. . The case work inciudes 
all the accounting work that is done on cases in the Commission. 
That is the largest single piece. 

Mr. Tuomas. I believe that is what the record shows—that the 
Bureau does much of the spadework in the way of statistics and 
information and economics leading up to the presentation of individual 
cases. 

What became of the other part of the Bureau in the reorganization? 

Mr. Epwarps. The Bureau’s organization did not change. 

Mr. Tuomas. The Bureau of Industrial Economics is still the same? 

Mr. Epwarps. It is still the same; about half is case work and 
about half is economic and financial reports. 


PRINTING AND REPRODUCTION 


Mr. THomas. You made 10 reports in 1950, 8 in 1951, and you 
contemplate making 10 in 1952; is that correct? 

Mr. Epwarps. Our plans for 1952 have changed since the program 
was made up by virtue of increased demands from various defense 
sources. For example, we did not contemplate, at the time of pre- 
paring this, the two reports that Senator Lyndon Johnson’s subcom- 
mittee asked us for and one report for the Attorney General, all of 
which we have made thus far. 

Our major reporting plans as they now stand are to complete the 
reports on petroleum and iron ore, which were in progress before the 
defense emergency arose. 

Mr. Tuomas. What are you doing with those figures of 10 for 1950, 
8 for 1951, and 10 contemplated for 1952? Are you saying you are 
going to change the figure of 10 for 1952? 

Mr. Epwarps. If you count the financial reports which we make 
by quarters, there will be, as we now see it, 10 for 1952. But it is an 
accidental identity of numbers. Some things have dropped out, and 
some new ones have come in. 

Mr. Tuomas. I will read your own justifications: Control of iron 
ore reserves, $4,650; “Index of concentration,” $1,500—I am 
talking about cost—‘Changes in distributive costs,” $3,400—— 

Mr. Epwarps. That is out. 
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Mr. Tuomas. That is under economic reports. _ That is only three. 
Under your other subheads, in ‘‘ Legal 

Mr. DWARDs. You are reading from the printing sheet; are you 
not? 

Mr. Tuomas. Yes. 

Mr. Epwarps. That includes both legal and economic. 

Mr. Tuomas. Economic reports are only three, then, on page 77. 

Mr. Epwarps. The special economic reports are three. In addi- 
tion, we print a financial report once each quarter. I thought you 
were counting those. That would run it up to seven. The additional 
things we are mimeographing happen to be three more. 

I did not realize you were reading from the printing sheet. 

Mr. Tuomas. Well, that all comes out of your office; does it not? 
Do not er do that? 

Mr. Epwarps. That is correct as to the various economic reports. 
But I do not do the legal reports that appear on that page. 

Mr. Puiuurps. Will you refer to the ones in the list on page 77 that 
. he anys they are not going to do this year where we were asked for the 
money? 

Mr. Tuomas. That is the last one—‘‘Changes in distributive 
costs.”’ 

Mr. Puiturrs. That is the only one that is out? 

Mr. Epwarps. We have substituted for that one some work on the 
distribution of steel shipments because of the many complaints from 
small fabricators of steel that they are being unnecessarily burdened 
by diversion of steel to the fabricating plants of the integrated com- 
panies. 

Mr. Tuomas. Who makes out these reports under “Administra- 
tive’ —“Annual report to Congress,’ $2,500; “Supplies, letterheads, 
forms, etc.,’’ $5,050? Who makes out this administrative report to 
Congress? Do not you do that, too? 

Mr. Epwarps. No, sir. 

Mr. THomas. Who does that? 

Mr. GLENDENING. That is a Commission-wide report. That is the 
Commission’s annual report to Congress. 


EMPLOYEES WORKING ON REPORTS 


Mr. Tuomas. Who does it for the Commission? You have 66 peo- 
ple in this division. What do they do? 

Mr. Meap. They are probably publishers or statistical men. 

Mr. Tuomas. I mean these are economists, and so forth. 

Mr. Epwarps. Very few of them are economists. There are 
16 economists in that group. 

Mr. TxHomas. In the 66? 

Mr. Epwarps. That is right. 

Mr. Tuomas. That is about 24 percent. That is not “very few.” 

Mr. Epwarps. The most of them in that group are clerks engaged 
in getting out the quarterly financial reports. The second largest 
group is accountants. Most of the work in accounting is on defenses 
in Robinson-Patman cases. 

Mr. THomas. How many people do you have engaged on those 
economic reports, of the 66 people? 
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Mr. Epwarps. The financial reporting group is 23. That is the 
group that is largely clerks. Apart from them, we have approximately 
12, 13, or 14. It varies from time to time. 

Mr. Tuomas. Are you going to make a financial report this year? 

Mr. Epwarps. We make that regularly every quarter. That is 
the work we are now expanding at the request of the Economic 
Stabilization Agency. 

Mr. Tuomas. From the printing and binding standpoint, what does 
that report cost a year? 

Mr. GLENDENING. Those figures on page 77 represent the estimated 
cost only of the printing that will be done at the Government Printin 
Office. The quarterly financial reports are duplicated and printe 
in our own printing plant at a cost of somewhere around $300 a 
quarter. But the price of paper has gone up so much that that cost 
is going to be increased somewhat for the balance of this year and 
next year. 

Mr. Tuomas. Twenty-three people are working on that. How 
many people worked on it in 1951? 

Mr. GLENDENING. I do not understand you. Twenty-three people 
are working on what? 

Mr. Tuomas. On the financial report. How many people worked 
on that in 1950? 

Mr. Epwarps. Approximately the same number. I would have 
to check to be sure of the exact number, but there has been no signifi- 
cant change of the number in that division. 

Mr. Tuomas. What study was it that you wanted last year at a 
cost of $25,000 or $50,000? 


INDEX OF CONCENTRATION 


_ Mr. Epwarps. That is the preparation of the Index of Concentra- 
tion. 

Mr. Tuomas. What ever happened to that? 

Mr. Epwarps. It is going on now. 

Mr. THomas. How much was appropriated for it? 

Mr. Epwarps. $25,000. Of that, about half is expended by us 
directly; the other half is to be transferred to the Bureau of Old-Age 
and Survivors Insurance for a special tabulation of data. 

Mr. Tuomas. Did not the committee suggest to you in very strong 
language that it might be well to hold that in abeyance? 

Mr. Sewiae. 1at was not in the bill as it finally emerged. 

Mr. Tuomas. It was a lump-sum appropriation, and you just used 
the funds for that purpose, to be more accurate about it; is not that 
correct? 

Mr. Epwarps. As I understand it, that money was specifically 
inserted in the Senate and then, in conference, half of it was retained. 
We took that to mean the Congress had decided they wanted us to 
spend $25,000 for that purpose. 

Mr. Tuomas. You mean half of the $25,000? 

Mr. Epwarps. No; half of the $50,000. 

Mr. Tuomas. It was under your printing and binding cost; was it 
not? 

Mr. Epwarps. No, sir. 
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Mr. Tuomas. Where was it in the bill? 


Mr. GLENDENING. It was in the Senate conference report. 

Mr. Tuomas. Here it is: 

Federal Trade Commission: Amendments Nos. 322 and 323. Salaries and 
expenses, appropriates $3,891,695 instead of $3,866,695 as proposed by the House 
and $3,916,695 as proposed by the Senate; and strikes out the words “to the 
Bureau of Trade Practice Conferences” as proposed by the Senate. 

What do you construe that language to mean? 

Mr. Epwarps. Behind that was the Senate proposal which enlarged 
the expenditure by $50,000 for the purpose of doing this work. So, 
when the enlargement of $25,000 was retained, we thought it was also 
for the purpose of doing this work. 


SrenoGrRAPHiIc Poo. 


Mr. Tuomas. I notice in your stenographic pool you have 59 and, 
of course, the 59 do not include all of your stenographers. I notice 
in your justification you say there was quite a demand on your ste- 
nographers; that in some instances dictation in some bureaus was 
behind 2 or 3 days. Is that correct? 

Mr. Mnap. I would think so. 

Mr. Daniev. We have had an unusual situation there, because a 
great number of our stenographers are leaving and going to better 
jobs in defense agencies. 

Mr. Tuomas. How many do you have on the payroll now in the 
pool where the positions are 59? 

Mr. Dantet. There are approximately 52, I would say, at the 
present time. 

Mr. TxHomas. I believe your justification says you are 15 short; 
that you have 15 vacancies. 

Mr. Dante. We have been able to recruit some. 

Mr. Puitures. Are those stenographers? 

Mr. Danie. Stenographers and typists. 

Mr. Meap. I think that fluctuates occasionally, because we have 
great difficulty keeping our stenographic staff up to date. There may 
be two or three resignations this week; then we have to go out and look 
for new recruits. They go to other agencies where they get more 
money and where they probably are not worked as hard. 

Mr. Tuomas. At the present time there are approximately 15 
employees in the pool detailed to other divisions and bureaus of the 
Commission because of illness and absence. There certainly are a lot 
of extenuating circumstances. 

Does that figure of 15 mean you are short 15; that you have 15 
vacancies, or what does it mean? 

Mr. Dante. That means we do not have the services of those 15 
in the stenographic pool; that we just have to reduce the stenographic 
service by that many in our operations. 

Mr. THomas. How many do you have as of some recent date? 

Mr. GLEeNDENING. On December 31, we had 53 positions filled in 
the bureau. Out of those 53 





Mr. Tuomas. Do you have your sheet there for the 1st of February? 
Mr. GLENDENING. No, sir; I do not. The figure will be right 
around 50. 
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Bureau or [npustriaL Economics 


Mr. Tuomas. The only limitation that I see in the bill which passed 
the House in 1951 is the earmarking of certain funds here for the 
Bureau of Trade Practices. At that time, if I remember, there was 
a little family argument going on within the Federal Trade Commis- 
sion as between two bureaus. The committee merely earmarked 
some funds for the Bureau of Trade Practices conferences. 

It was our thought and hope at that time that the Statistics Bureau 
would not gather unto itself all the funds, and rule out, so to speak, 
this other Division, where they sought to bring in the various groups 
concerned and let them agree among themselves and try to iron out 
trade practices by voluntary agreement. 

Mr. Horron. That is now the Bureau of Industry Cooperation. 

Mr. Tuomas. I read from the Senate report on this $50,000 item: 

The increase recommended by the committee is a partial restoration of the 
House reduction in order to provide funds for the preparation of an index of eco- 
nomic concentration for legal investigative work. The total amount provided is 
$3,916,000, which is $308,000 below the estimate. The committee also recom- 
mends that the following be stricken from the bill: ‘To the Bureau of Trade 
Practices conferences.’”’ The purpose of the recommendation is to conform to the 


intent of the House in earmarking funds for trade practice agreement work, and 
the change is required by a recent reorganization of the units of the Commission. 


INDEX OF CONCENTRATION 


How much in the way of funds do you intend to spend for 1952 on a 


continuation of that work which you started here under the “Index of 
Concentration’’? 


Mr. Epwarps. The same amount, sir. 

Mr. Tuomas. I remember that last night I was going over the 
justifications and saw that. You previously alluded to it, but I can- 
not put my finger on it in the justifications. Can you put your finger 
on the right page quickly? I just remember that I have a figure in 
mind of $12,500 rather than $25,000. 

Mr. Epwarps. That is correct; $12,500. 

Mr. Tuomas. It is between the pages of 32 and 37. Can you put 
your finger on it quickly? 

Mr. Yates. It is page 36. 

Mr. Epwarps (reading): 

The Commission proposes also to continue its work in developing an index of 
concentration, for which, in fiscal 1951, the Congress provided half the amount 
approved by the Bureau of the Budget. Of the $25,000 made available for this 
work, half is transferred to the Bureau of Old-Age and Survivors Insurance for 
special tabulations and the remainder is used to analyze these tabulations, certain 


concentration figures published by the Bureau of the Census, and other figures 
obtained from the Commission’s own financial reporting program. 


Mr. Tuomas. I thought the committee made it clear last year that 
they thought it unwise to undertake this work, and the mere fact 
that the House and Senate compromised on the entire item dealing 
with salaries and expenses, of which your item is just one small part, 
certainly gave you no leeway to start this work. That is the way we 
felt about it, and I imagine the Senate felt the same way. 

How many people do you have engaged on that work in 1951 and 
how many do you plan to have engaged on it in 1952? 
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The country is over a barrel right now, and I think it would be just 
as well to find out if some of these statistical gathering organizations 
should not fold up for awhile. 

Mr. Epwarps. We have two people engaged on this work. 


TRANSFER OF FUNDS TO SOCIAL SECURITY 


Mr. THomas. What part of your funds did you transfer over to 
the Social Security Agency, Bureau of Old-Age and Survivors In- 
surance? 

Mr. Epwarps. Half of them. 

aos Tuomas. Half of the funds. Could that work not rest for a 
while? 

Mr. Epwarps. The usefulness of the work depends largely upon 
its being a continuing operation. 

The picture is this: In 1947 there were 113 corporations each of 
which had assets of more than $100 million which together possess 
46 percent of the capital assets of all American manufacture. Whether 
that figure is significant or not depends very largely on whether it is 
going up, staying the same, or going down. 

It is to discover the trend of concentration that we are hoping 
to do this sort of work. 

Mr. Tuomas. Why did you transfer half of your funds over to 
the _—— of Old-Age and Survivors Insurance for spectat ‘tabuta- 
tions 

Mr. Epwarps. They have data which shows the employment in 
American manufacturing company by company, but they have no 
reason to tabulate them this way. For $12,500 we can get from them 
special tabulations which would cost us many times that amount to 
try to get for ourselves. 


ADMINISTRATIVE Divisions 


Mr. Tuomas. Let us go to the Housekeeping Bureau, “Adminis- 
trative, salaries and expenses.”’ I think you will find that listed on 
page 69 of the justifications. 


y 


ou have 83 employees, and the same figure for 1952. You have 
in budget and planning 17 positions. 


DIVISION OF BUDGET AND PLANNING 


I read your justifications on that. I cannot see how you could 
pees | 17 people, where you only have 650. or 700 people altogether. 

read your own language on that: 

The Division of Budget and Planning prepares and administers the Com- 
mission’s budget. It works out budgetary matters with the Bureau of the Bud- 
get and participates in hearings before appropriation committees of the Congress 
and the Bureau of the Budget. 

That would take you a couple of day over here, and I imagine it 
would take about that same time at the Bureau of the Budget. 


It carries on necessary operational accounting and cost functions— 


Those are nice big words, but you really had to strain in using those- 
They do not mean much. 


and handles fiscal relations with the Treasury Department and the General 
Accounting Office. 
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You further state: 


Authorization for disbursement of funds for salaries, expense accounts, travel 
claims, advance of funds, supplies and equipment are made by the Division. 

The Division also prepares administrative regulations to govern the internal 
management of the Commission and its branches— : 


The Commission’s 15 employees do not do any of that work? 


and, in cooperation with operating officials, examines organization, lines of 
authority, areas of jurisdiction, procedures, systems, and related matters for the 
purpose of recommending modifications or changes which will improve the 
organization and operations of the Commission. 

Well, you have used about 15 lines and you finished by saying what? 
What actually do you do? Do you make out the payrolls, come over 
here and go to the Budget? 

Mr. Meap. I would like to have Mr. Glendening answer that. 

Mr. Tuomas. Handle the traveling claims and the expense accounts. 
I presume you buy the supplies and equipment. 

No, you do not say that. You say: 


Advance of funds for supplies and equipment. 


You do not even do the buying. You are not charged with the 
upkeep and maintenance of the supplies and equipment, or the 
custody of them. Am I right there? 

Mr. GLENDENING. Those people do all the accounting work for the 
Federal Trade Commission, prepare the payrolls, audit the vouchers, 
keep the books, and the leave records and the appropriation ledgers 
and all the records that are required by standard accounting practices 
and the General Accounting Office. 

Mr. Tuomas. You could have said all of that in less than three 
sentences, and we could have understood it more clearly. Of course, 
we understand it, but I am just talking about the words. 
ee GLENDENING. I think we explained it in some detail last year, 
also. 

All the accounting functions of the Federal Trade Commission are 
handled through the budget office. 

Mr. Tuomas. What do you mean by ‘accounting functions’’? 

Mr. GLENDENING. Keeping all the financial records, the payrolls, 
and all the accounting record work. 

Mr. THomas. How many payroll clerks do you have, to take care 
of the 650 or so employees? 

Mr. GLeNDENING. Three. 

Mr. Tuomas. What do the rest of them do? 

Mr. GLENDENING. There are about 10 or 11 in the Accounting 
Division. 

Mr. TuHomas. What do you mean by the ‘Accounting Division?” 
You just said that you call them payroll clerks. 

Mr. GLenvENING. In the Accounting Section they audit vouchers, 
handle travel advances—— 

Mr. Tuomas. What do you mean by “audit vouchers’’? 

Mr. GienpentnG. They have to audit travel vouchers. They 
have to be certified and audited before they can be paid. 

Mr. Tuomas. Do you have 10 people doing that? 

Mr. GLENDENING. And all the other purchases of the Commission. 

Mr. Tuomas. Ten? 

Mr. GLENDENING. Yes, sir. 
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TRAVEL COSTS 


Mr. Tuomas. Let us see your travel allowance for 1951. 

The travel was $144,000? 

Mr. GLENDENING. That is right. 

Mr. THomas. You have 10 people doing that? 

Mr. GLENDENING. Do not misunderstand me. They do not just 
onan vouchers. That is just one of the jobs they have to do down 

ere. 

Mr. Tuomas. What else do they do? 

Mr. GLENDENING. They have to keep the cost records. 

Mr. Tuomas. Supplies and materials is $31,000. That makes a 
total of $177,000. 

As to equipment, I suppose they buy that and audit those records. 
That is $16,000. Two good bank clerks do more than that every 
year in the world. 

Mr. GLeNDENING. I do not believe so. They do not have the 
detail required by the Government Accounting Office. 


TRAVEL 


Mr. Tuomas. How many people are in a travel status, to spend 
this $144,000? How many different people and items make up that 
$144,000? 

Mr. GLENDENING. I would not have any idea offhand of the num- 
ber of travel vouchers that are passed in a year. They are far into 
the thousands. 

Mr. Meap. Our examiners and investigators are traveling all over 
the United States, and also the lawyers. They have all sorts of trials 
in almost every big city. 

Mr. THomas. You have accounted for 13. What do the other 
four people do? You have 10 of them auditing vouchers for travel 
and supplies and purchases. 

Mr. GLENDENING. I have myself and a secretary in my office, and 
I have two persons who are handling procedures and the internal 
working on methods. 

Mr. THomas. What kind of procedures? 

Mr. GLENDENING. They are reviewing procedures all over the 
Commission. The routine established for the handling of papers, 
and so forth. They also assist in doing special accounting jobs. 

Mr. Tuomas. Who writes out the procedures that you review? 

Mr. GLENDENING. We do part of it. Part of it is established in the 
bureaus themselves. We assist the bureaus in their operational work. 


Fietp OFFIces 


Mr. Tuomas. I notice that the Commission has set up five field 
offices. When did they set those up, Mr Chairman? 

Mr. Meap. They were set up years ago, before I came. We have 
one in New York, one in Chicago, one in Seattle, one in San Francisco, 
and one in New Orleans. 

Mr. GLENDENING. And one in Washington. 

Mr. Mrap. When were they set up? 
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Mr. Horton. Mr. Chairman, the Chicago and New York offices 
were set up even before I came to the Commission. 

Mr. Meap. When was that? 

Mr. Horton. I imagine they were set up about 1918. 

Mr. Tuomas. 1918? 

Mr. Horton. Yes. 


EMPLOYMENT IN FIELD 


Mr. Tuomas. I notice that no place do I find how many employees 
you have in your field offices. 

For salaries and expenses you want $573,810 in 1951, and in 1952 
you want an increase of $7,272, to make a total of $581,082 for 1952. 

How many employees do you have? 

Mr. GLenDENING. About 103 employees in the field. 

Mr. THomas. Where are they located? 

Mr. GLENDENING. In those six field offices. 

Mr. THomas. How many are in each one of the offices, and what 
do they do? 

Mr. GLenpENING. On December 31 we actually had 103 in the field. 

Mr. AnpReEws. One hundred and three in the five field offices? 

Mr. GLENDENING. Six field offices. 

Mr. ANDREws. Six? 

Mr. GLENDENING. That includes Washington. 

Mr. AnprRews. You have a field office here in Washington, in 
addition? 

Mr. Mrap. Yes, sir. 

Mr. AnpreEws. Is it located in the same building? 

Mr. Meap. That is right. 

Mr. ANprews. How many employees are in your New York office? 

Mr. GLENDENING. The way this is broken down it is hard to tell. 
I will give it to you in just a minute. 


APPROPRIATION REQUESTED FOR FIELD 


Mr. Anprews. I would like to get your breakdown on the field 
offices, and what it costs to run each one. 

Mr. Puitures. The request for next year is for 105 for the field. 

Mr. Anprews. And $581,082 is the total request for the six field 
offices. 

Mr. Putuuips. It is more than that, Mr. Andrews. It is $596,995. 

Mr. Anprews. Well, I was looking on page 5 of the request, for 
1952. The total request for the six field offices for 1952 is $581,082, 
an increase of $7,272 over the 1951 figure. 

Mr. Tuomas. Do you have that answer yet, please, sir? Pardon 
me; I did not quite understand it. What was the information? 


EMPLOYMENT IN FIELD OFFICES 


Mr. GLENDENING. You were asking the number of people in the: 
field offices? 

Mr. Tuomas. Yes, sir. What was the figure? 

Mr. GLENDENING. Do you want them by field offices? 

Mr. Tuomas. Please. 
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Mr. Puituips. That was what Mr. Andrews asked for. 

Mr. GLENDENING. Yes. Washington, 29; New York, 28; Chicago, 
24; San Francisco, 10; New Orleans, 9; Seattle, 3. 

Mr. Tuomas. Break down the Washington field office. I presume 
that the organization is typical throughout. 

Mr. GLENDENING. It is not typical to this extent: Their steno- 
graphic services are furnished them out of the pool here in Washington 
rather than having their own stenographers assigned to them. 

Mr. Tuomas. Take the Seattle office and give us the breakdown. 

Mr. GLENDENING. That is the smallest. New York would be the 
most representative. 


BREAKDOWN OF NEW YORK OFFICE 


Mr. Tuomas. Give us the breakdown of the New York office by 
salaries, schedules, and so forth. 

Mr. GLENpDENING. All right. In the New York field office there 
are 14 who are attorneys assigned to antimonopoly work. 

Mr. Puixurrs. Let me get this clear, Mr. Chairman. Is there any 
duplication? 

fr. THomas. Fourteen of the twenty-eight are lawyers. 

Mr. Puiures. That is correct, but is there any duplication? When 
we get a report on the antimonopoly work as a whole do we also 
include that 14? 

Mr. GLENDENING. Yes, sir. That is all-inclusive. 

Mr. Tuomas. Who heads the office? What is his title and what 
is his civil-service rating? 

Mr. GLENDENING. Mr. Kielland heads the office, the attorney in 
charge, is a grade 14, $9,000. 

Mr. Tuomas. Who is the next in command, and what is his rating? 

Mr. GLENDENING. We have several grade 13 attorneys under him. 

Mr. Tuomas. How many is “several”? 

Mr. GLENDENING. There are five grade 13’s under him, ranging 
approximately $7,600. 

Mr. Tuomas. What is the remainder, the other 22 persons? 

Mr. GLeNpDENING. There are three grade 12’s. 

Mr. Tuomas. You have 14 attorneys out of the total of 28? 

Mr. GLENDENING. There are more than 14 attorneys. I said there 
were only 14 on antimonopoly. 

Mr. Tuomas. How many attorneys are there altogether? 

Mr. Meap. Each field office has a number of antimonopely attor- 
neys and a number of anti-deceptive-practices attorneys. 

{r. GLENDENING. There are 20 attorneys and 8 stenographers and 
clerks. 
WORK OF FIELD OFFICES 


Mr. Tuomas. Can you give us a picture of the workload of the 
New York office for the fiscal year 1950 and for 1951, or whichever 
you have that is more complete? 

Mr. GLENDENING. I have no figures on the workload of the indi- 
vidual office. Since the reorganization the field offices have been 
split into really two sections, antimonopoly and antideceptive prac- 
tices. Men are assigned to each. 

Mr. Tuomas. What do they do? 
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Mr. Sueeuy. They conduct all of the field investigations. When 
an application of complaint is docketed with the Commission it is 
transferred to the field office, either where the respondent is located 
or else where most of the investigating work will have to be done. 

All of the men on our investigational staff are attorneys. We have 
found that we just cannot do this work, because of the technical 
nature of gathering the evidence to make the case ready for trial, 
with men who are not legally trained. Every man in the field is an 
attorney. Many of them, in addition, are accountants. We have 
men on our staff who are both CPA’s and attorneys. 

Mr. Tuomas. Do they originate complaints? 

Mr. SuHeeny. No. The complaints clear through the Washington 
office, and they investigate only those complaints which are assigned 
to that office. 

Mr. Tuomas. What territory do they serve in New York? 

Mr. SHeeny. The Washington office covers the southeastern sec- 
tion of the United States, down through Georgia. 


INVESTIGATION OF COMPLAINTS 


Mr. Tuomas. How many complaints did they investigate in 1950? 
Mr. Sueerny. In 1950 they investigated and reported on—I am 
giving this from memory—about 283 cases. 


WORKLOAD FOR 1951 


Mr. Tuomas. What is the workload for 1951? 

Mr. SHeeny. The workload for 1951 is in excess of 300, nearly 350 
cases in the various field offices at the moment, either in advanced 
stages of investigation or awaiting investigation. In some instances 
we are as much as 9 or 10 months behind in getting an investigation 
started. That is one of our most serious problems, the shortage of 
men in our field offices to get these investigations under way promptly, 
because if relief is not given promptly it is practically denying justice 
to the parties involved, and particularly it is denying it to the public 
interest. 

Mr. Meap. I think the backlog in the antimonopoly was even larger. 

Mr. Tuomas. Your justifications are a little bit silent on the activi- 
ties of your field offices. That is the reason I have been raising this 
point. Of course, I well know, as you gentlemen know and as every- 
body on the committee knows, a small case can give you just as much 
grief as a big one. 

Mr. Sueeny. That is true. 

Mr. Tuomas. And can consume just as much time, so far as your 
investigators are concerned, as something that may involve millions 
of dollars or something that may involve amounts much less than that. 

For next year let me request that you spell out in some degree of 
detail and give us a picture of your activities of your field offices. 
This justification this year is quite silent on it. 


ADMINISTRATIVE DIVISIONS 


I notice you have in the Personnel Department seven people. 
What do those seven people do? 
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You have four people for public information. 

For research, compiling, and publication you have 10 people. 

In economic and administrative records you have five people. 

For the library you have five people. 

For services and supplies you have 35 people. 

I think I read about your Division of Economic and Administrative 
Records: 

The establishment, management, safety, completeness, accuracy, uses, and 
retirement of the economic and administrative records of the Commission are 
responsibilities of the Division of Economic and Administrative Records. These 
records include reports, articles, and data prepared or compiled by the Bureau 
of Industrial Economies, records of investigations conducted by the Bureau of 
Legal Investigation under the provisions of sections 6, 8, and 9 of the Federal 
Trade Commission Act, and administrative records, including those of predecessor 
agencies. 

There is quite a duplication there in the effort. 

Mr. GLENDENING. Those people in the Economic and Adminis- 
trative Records are the general files, economic and administrative 
files of the Commission. Many of the old economic files are still in 
daily use, and economic investigations that were made many, many 
years ago. All that data that was compiled at that time is under their 
care. 

Mr. Tuomas. Does it take five people to watch those records? 

Mr. GLENDENING. There is the filing of the general correspondence, 
and the material that is coming in and out at all times of adminis- 
trative files. It takes five people to do it. 

Mr. THomas. How many pieces of different individual items are 
handled each day in the Division? 

Mr. GLENDENING. I will see if I can give you any figures on that. 


DIVISION OF SERVICES AND SUPPLIES 


Mr. Tuomas. You have 35 ow here in your Division of Services 


and Supplies. While you are looking that other up, let me read this: 


The Services and Supplies Division is responsible for providing services and 
controls in the necessary housekeeping functions as follows: 

1. Procurement and maintenance of supplies, equipment, furniture, etc.; 

2. Duplicating services; 

3. Space control and building maintenance— 
The Public Buildings Administration does not have anything to do 
with that? 

Mr. GLENDENING. They just furnish the buildings. 

Mr. THomas (continuing): 


4. Communications, including mail, telephone, telegraph, and messenger. 


It takes 35 people out of 83 to do that? The whole Division has 83, 
and you have 35 on that function. My impression when I read that 
last night was that it was considerably larger than it should be. Does 
anybody agree with me? : 

Mr. GLENDENING. I do not believe so. 

Mr. AnprEews. Does that include elevator operators? 

Mr. GLENDENING. No, sir; we do not furnish the elevator operators. 
That figure includes telephone operators, messengers, laborers, the 
stockroom clerk, and the people who do the purchasing. 
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NUMBER OF MESSENGERS 


Mr. Tuomas. How many messengers do you have? 

Mr. GLENDENING. Six. I believe there are six at the moment. 

Mr. Tuomas. What do they de? What are their duties? 

Mr. GLEeNDENING. They distribute mail from the mail room to all 
the offices of the Commission. They pick up the mail. 

Mr. Tuomas. Does it take six of them to do that? 

Mr. GLENDENING. One on each floor; yes, sir. 

Mr. Danteu. They also distribute the legal records, Mr. Chairman. 

Mr. GuenpeEniNG. They handle all the records, the transferring of 
legal cases, moving them from one place to another, one office to 
another. 

PERSONNEL DIVISION 


Mr. Tuomas. I notice you have seven in the Personnel Division. 

Mr. GLENDENING. Yes, sir. 

Mr. THomas. That is about two too many; is it not? If you have 
about 135 to 150 employees to 1 personnel man, that would give you 
about 750 employees, even if you had 5. 

Mr. Danie. One of those in that list there, Mr. Chairman, is a 
nurse. 

Mr. GLenpDENING. That is right. 

Mr. Dante. We charge her to personnel. 

Mr. Tuomas. You have one nurse and six personnel people? 

Mr. GuenpEnNtNG. That is right. 

Mr. Danrev. That is in accordance with the law as I understand it. 

Mr. Tuomas. Many agencies came in here last year and said that 
they could easily get by with 1 personnel man to 135 or 150 people. 

Mr. Puiuurps. I think your figure may be too high, Mr. Chairman. 
The number requested for next year is only 665, 6 more than last 
year, and they have showed a lapse of about 5 people. It is not 750, 
as you mentioned. 

Mr. Tuomas. I was trying to show a figure for comparison. 

Mr. GLENDENING. That is only about 1 to 125. 

Mr. Tuomas. Mr. Andrews? 


Bureau or InpustryY CoopERATION 
INSTALLMENT BUYING OF AUTOMOBILES 


Mr. Anprews. I noticed in the paper something about a new pro- 
gram called Auto Pack which you were trying to work out with the 
auto dealers and auto financing companies in connection with the 
refinancing of automobiles and the financing of automobiles, to take 
a “look-see’”’ into the way they operate. Who can teil us about that? 

Mr. Meap. Mr. Horton is the head of that division. 

Mr. AnpreEws. Is that a new field you are going into? 

Mr. Horton. No, Congressman. Incidentally, the Bureau of 
Industry Cooperation now comprises the Division of Stipulation and 
the former Trade Practices Conference Division. 

Mr. AnpREws. What division is handling this auto pack? 

Mr. Horton. The Bureau of Industry Cooperation, of which I 
am the head. 
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Mr. THomas. That is a voluntary agreement between the parties? 

Mr. Horton. This was not a voluntary agreement. The Com- 
mission acting on its own motion authorized the conference proceed- 
ings, and promulgated the rules February 6, 1951. 

As I understand it, this picture arose sometime in 1949, when there 
was a meeting in New York between the Better Business Bureaus, 
automobile manufacturers, finance companies, and car dealers in an 
endeavor to arrange or come to a meeting of the minds as to what 
should be disclosed and how installment sales of automobiles should 
be handled. Evidently the movement had died aborning. The Com- 
mission after receipt of numerous complaints indicating the “packing”’ 
of sale and installment contracts instituted conference proceedings. 
There have been, I think, three meetings held with the representa- 
tives of automobile manufacturers, finance companies, used-car dealers, 
and new car dealers and all those interested in the processing and sale 
of automobiles under installment contracts. 

This has been a bitter controversy for many, many years with 
respect to the charges that were contained in installment contracts 
whereby overcharges or fictitious amounts were deceptively ‘concealed 
from the purchaser. 

Digressing just a moment—2 weeks ago a man came into my office, 
a chap living over in Virginia who was earning about $60 a week. 
He had a car, but he wanted to build his own home and purchased a 
second-hand car for hauling material. He went to a car dealer in 
Virginia and found a 1938 Buick which satisfied his needs. It was 
$195. He paid down $75, which left him a balance of $120. He signed 
a contract in blank. I will take that up with you later. 

When this man got his bill, his bill for the $120 balance to be financed 
in 6 months was $161.64—$6 of that was insurance, and he did not 
even know whether his interest was insured or whether the finance 
company was just insuring its interest, which was the case. So that 
left him with a carrying charge of $35.64 on $120 for a 6-month period, 
payable monthly at the rate of $26.94 per month. 

Gentlemen, I do not believe it needs any argument to say that 
that is a grossly excessive and an outrageous charge. I told him so 
frankly. . 

This man went back to the finance company, and he evidently 
told them what I had said. He went to hs used-car dealer, also. 
The finance company said, “We do not want any more of this deal’’ 
and canceled out his contract. The dealer took his car back; and 
gave him back his money. 

The Commission on the 6th day of this month promulgated its rules 
dealing with the setting up of provisions for the sale of automobiles 
under the installment plan. The rules are concise. They are not 
extensive. As stated by the Commission the rules are designed to 
eliminate and prevent certain unfair or deceptive acts or practices in 
installment sales of motor vehicles. 

The first rule deals with the misrepresentation as to imsurance 
coverage, rates, and financing costs. 

Rule 2, which is an important rule, requires furnishing the pur- 
chaser with an itemization of his costs on the installment sales of 
motor vehicles before the consummation of the sale. In other words, 
there has been in the installment sale of automobiles what is known 
as a kick-back to the dealer. 
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On the fast four or five cars I have purchased I have paid cash for 
them. I do not mean to convey the impression that I have the cash. 
I went to the bank and borrowed it, because I myself became sus- 
picious. . 

A dealer will take a book out and say, “You do not belong in that 
book; you have a better credit rating.”” There were three sets of books 
which he had, yet he was selling a car on the installment plan depend- 
ing on what your credit standing was, what kind of a job you had, and 
in addition there was this kick-back which was a concealed charge 
which was kicked back to the automobile dealer who had given his 
business to the finance company. 

The seller can comply with the provision of these rules if he sets out 
the delivery price of the vehicle, including accessories and extras. 
That is something they all ought to do. The last car I bought, in the 
war, had more accessories than I can ever use if I run the car for 20 
years. Next is the amount to be credited as a down payment and 
trade-in. Then the balance owed by the buyer. Then the amount of 
each installment payment, and the number of such installment pay- 
ments and the due date. Then the cost of insurance. Then the cover- 
age provided, the parties to whom the insurance is payable. That 
is absolutely essential for a purchaser of a car to know, because very 
often the finance company insures only the finance company’s interest 
and leaves the person who buys the car out on a limb with the impres- 
sion that he is covered by insurance. 

The finance charge is required to be set out specifically, and ‘‘all 
other charges making up the total cost paid or to be paid by the pur- 
chaser, the amounts and the nature of each to be separately stated.” 

There is a provision here making it an unfair trade practice under 
an installment contract to require the purchaser to sign a contract in 
blank. That has been one of the curses of installment sales. 

Another provision deals with the practice of conditioning the sale 
of an automobile.under an installment contract by providing that 
you have to deal with a certain insurance company in order to buy 
the car. We have a rule now that that is no longer necessary, if 
equivalent or better coverage by another insurance company is 
available and the purchaser desires to purchase the policy from such 
other company. 


These rules, as I say, were promulgated on the 6th day of this 
month. 

The automobile manufacturers, I think, from my contacts with 
them so far—I know the large automobile manufacturers are very 
sympathetic and enthusiastic as to these rules—have gone so far that 
they will address envelopes and return them to us for dissemination 
to each and every one of their dealers throughout the United States. 
We have sent them to all the Better Business Bureaus. We have 
sent them to all the governors and to all the attorneys general and the 
motor vehicle officials of all the States. 

We do not have jurisdiction over banks, but the Commission has 
instructed us to send to each bank as a matter of information a copy 
of these rules, because a vast amount of the financing of automobiles 
is now carried on by the banks. 

The Commission, of course, cannot determine any rate of interest, 
what the financial charge will be, but it can require and will require 
that in the installment sale of an automobile that the information be 
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specifically set out, that the purchaser no longer be required to sign a 
eontract in blank, but that at the time of consummation of the sale 
he is to be furnished all these data in concise form so that he knows 
exactly what he is purchasing and what the charges are to be. 

I think this is one of the most constructive and forward steps that 
the Commission has taken. So far we have received generous com- 
mendation from interested parties. One finance company states: 

Congratulations on your excellent work. Continue your drive to include all 
installment contracts on sales. 

That is a pretty big order for the Commission to fill, however. 

I received a letter this morning from the comptroller general of 
the State of Georgia reading in part as follows: 

If possible the insurance department of our State will appreciate your sending 
at least three copies of such regulations for use in connection with similar regula- 
tions coming within the State jurisdiction. We feel that such regulations would 
be very helpful to us in considering the formulation of similar rules on this subject. 

In that respect, gentlemen, there are 10 States now which have 
laws relating to the installment sale of automobiles, 6 of which require 
the specific information in more or less detail which the Commission 
now requires in the rules which it has promulgated. 

Mr. AnprEws: Do those rules have the force and effect of law? 


JURISDICTION OF COMMISSION 


Mr. Horton. These rules, where the jurisdiction of the Commis- 
sion applies, are expressions of the law as the Commission construes 
it and in those cases where we have jurisdiction we can and will pro- 


ceed to correct the practices. 

Mr. AnpreEws. In what cases do you have jurisdiction? 

Mr. Horton. We have jurisdiction in transactions in interstate 
commerce. You see, the wording of our statute is a little different. 
from that of certain other statutes. Our jurisdiction is confined to 
transactions in interstate commerce. 

Mr. Anprews. Those rules would not apply to a dealer engaged 
solely in intrastate commerce? 

Mr. Horton. They do not depend on that entirely. It depends 
upon whether he finances outside the State or not. 

Mr. ANprEws. What is the penalty for violating those rules? 

Mr. Horron. The Commission could proceed against him. I do 
not say for a violation of rules, but for a violation of law. We do not 
proceed for a violation of rules; we proceed for a violation of law. 

Mr. Anprews. Do you consider that regulation a law, or that rule 
of the Commission? 

Mr. Horton. It is an expression of the law and the Commission so 
construes it, yes. 

Mr. AnpreEws. That is the law that the Commission has written? 

Mr. Horton. Yes. 

Mr. Anprews. Do you think you can proceed against a man who 
violates that rule that you construe to be a law? 

Mr. Horton. If we have jurisdiction. How do we obtain juris- 
diction? If you are an automobile dealer selling a car in New Jersey 
and you finance it in New York there is no question about the juris- 
diction of the Commission attaching. 
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Mr. Anprews. What is the penalty for such a violation? 

Mr. Horton. The Commission, if it determines there has been a 
violation, may issue its order to cease and desist, which becomes final 
60 days later unless appealed to the circuit court of appeals. 

If the respondent against whom the order has been issued fails or 
refuses to obey the order the Commission may certify the case to the 
Attorney General of the United States for the institution of a suit for 
the imposition of civil penalties up to $5,000 for each offense. 

Mr. Anprews. I think it is a mighty good piece of work which 
you have undertaken, and I hope that you will be vigorous in the 
prosecution of violations which I know exist all over America. 

That is all, Mr. Chairman. 


HOOVER COMMISSION REPORT 


Mr. Yares. I have been looking at the task force report on the 
regulatory commissions prepared by the Hoover Commission, partic- 
ularly the one relating to the Federal Trade Commission. In reading 
it last night I noticed that the work of the Commission, as stated in 
this report on page 125, is this: 

As the years have progressed, the Commission has become immersed in a 
multitude of petty problems; it has not probed into new areas of anticompetitive 
practices; it has become increasingly bogged down with cumbersome procedures 
and inordinate delays in disposition of cases. Its economic work—instead of 
being the backboneof its activities—has been allowed to dwindle almost to none. 


As I sit heré this morning as a newcomer to this committee I gain 
the impression that the Commission has undertaken a reorganization 


of its activities in the light of the recommendation of the Hoover 
Commission. Is that correct, Mr. Chairman? 

Mr. Meap. That is correct. 

Mr. Yates. The Hoover Commission goes on further and states 
that in addition to its supervision over the antimonopoly tendencies 
of industry in the country, on page 124: 

In addition, the Federal Trade Commission can and should constitute a reser- 
voir of information on the structure of the economy and of specific industries. 
This information should be available to the antitrust agencies and to other 
Government agencies, such as those concerned with defense. By its reports to 
Congress and the public, the Commission should keep them abreast of changes 
in the structure of the economy and aware of needed legislative action. 


AGENCIES ENGAGED IN ANTITRUST WORK 


What other agencies of the Government besides yours and the Anti- 
trust Division of the Department of Justice are engaged in antitrust 
work? 

Mr. Epwarps. The Secretary of Agriculture has certain jurisdic- 
tion. 

Mr. SHeeny. Under the Stock Yards Act, yes, but in the general 
field of antitrust work it is in Justice or the Federal Trade Commission. 

In banking, for example, the Federal Reserve has jurisdiction. 
Under the Stock Yards Act the Secretary of Agriculture has juris- 
diction, and there are other exceptions. 

For the general field of antitrust law, however, it is the Department 
of Justice and the Federal Trade Commission. 
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PROTECTION OF SMALL BUSINESS 


Mr. Yates. One of the-purposes of the lagislation, as I understand 
it, is the protection of se business; is that correct? 

Mr. Suereny. That is correct. 

Mr. Yates. What is your Commission doing in that respect? 

Mr. Sueexy. In practically every proceeding—certainly in the anti- 
monopoly field—it is directed toward keeping channels of commerce 
open so that small business can have a proportionate part of that 
commerce or will have an opportunity to enjoy a proportionate part 
of that commerce. 

In our price-discrimination cases, for example, I think perhaps 
there the possibilities are more direct, the possibilities of correcting 
the situation that would tend to freeze out small business. 

We have under investigation at the moment cases involving the 
buying practices of some of the largest of the chain groceries in the 
country. They are down on our docket as to cases, but, as a matter 
of fact, probably there are 50 cases involved in those investigations 
They are now under way and nearing completion. They are aimed at 
determining whether or not these large chain organizations are using 
their buying power and strength, if you will, to induce the granting of 
special prices to them over and above what any other purchaser can 
buy, not on the basis of savings that may be made or permitted under 
the law, such as savings of the cost of manufacture or sale or distribu- 
tion, but just simply because of their power. 

If those develop into cases where the Commission can proceed as 
it has in many cases in that field the immediate recipients of the 
benefit will be small businesses to which that price advantage has 
been denied. 

Mr. Yares. In what other industries have comparable studies 
been made to the one you are making in the grocery field? 

Mr. SuHerny. We have cases up now in the sparkplug industry, as 
to the granting of special prices to some of the large buyers in that 
field. 

We have cases involving the general line of automotive parts and 
equipment, including a broad study of the automobile tire field which 
is now before the Commission for consideration, as to the possibility 
of establishing a quantity limit in that industry under the provisions 
of section 2 (a) of the Clayton Act. 


STUDY OF ““GRAY MARKET” IN STEEL INDUSTRY 


Mr. Yates. I have received much correspondence, and I assume 
that most Congressmen have, with respect to certain practices in the 
steel industry relating to what has been termed a ‘gray market.” 
Has the Commission made any investigation into that? 

Mr. Sueeny. The Commission at the moment has an outstanding 
complaint against approximately 100 of the principal manufacturers 
of steel in the United States. Testimony has been taken in that case 
and there have been extensive conferences of the type that were 
mentioned in the report here with the attorneys for that industry, 
with a view to attempting to reach a settlement. That case involves 
charges of price fixing in the steel industry across the board throughout 
the entire industry. 
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Mr. Epwarps. May I supplement that remark? 

Mr. Yarns. Yes. 

Mr. Epwarps. We have two economic investigations under way 
which are pertinent to your question. 

The investigation of iron ore, which began before the defense emer- 
gency arose, was set off in large part by complaints that reached us to 
the effect that the smaller steel operators were finding it increasingly 
difficult to get ore and that the growing shortage of ore was likely to 
leave them without a satisfactory supply in the near future. 

This is a question largely of fact. We set out to get the facts to 
ascertain how far that situation exists. 

The defense emergency has increased our emphasis on the question 
of the extent of the over-all ore shortage, in addition to that original 
line of interest. 

Second, we have a questionnaire now pending for clearance in the 
Bureau of the Budget in which we are trying to ascertain whether 
the shipments of scarce items of steel are being diverted from small 
fabricators to the integrated establishments of the suppliers, or to the 
large customers. The question which is now being thrashed out in 
the Bureau of the Budget is how far it will be desirable for the defense 
agencies to get that information for their own purposes and how far 
they will not need it, so that we will need to get supplementary 
information. We said, when we sent the questionnaire over, that we 
hoped that the defense agencies would gather this information. We 
want to get only what they feel they do not need to get. 


AGENCIES ENGAGED IN PROTECTION OF SMALL BUSINESS 


Mr. Yares. Are there any other agencies in the Government which 
have the same protective goal for small business as the Federal Trade 
Commission, other than the congressional investigating committees 
themselves? 

Mr. Meap. They have a set-up in the Department of Commerce. 

Mr. Epwarps. There is a Small Business Section in the Depart- 
ment of Justice, and there is a Small Business Division, I believe it 
is called, in the NPA. 

Mr. Yarrs. The NPA, which was recently created? 

Mr. Epwarps. Yes, sir. 


ANTIDECEPTIVE PRACTICES 


Mr. Yates. One of the other criticisms that I noticed in reading 
over the Hoover Commission Report was that the Task Force felt 
that a great many of the antideceptive practices which now come 
within the Commission’s jurisdiction should be referred to other agen- 
cies such as the Pure Food and Drug Agency, I think, of the Federal 
Security Agency. 

In that report the Hoover Commission recommended that more 
emphasis should be placed by the Commission on its antimonopoly 
investigations. I think that is true, is it not, so far as the statement 
of what the report showed? 

Mr. Meap. Mr. Whiteley, will you answer that question? 

Mr, Yares. It is in the report. 
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Mr. Waitetey. The gist of it is as the Congressman states. They 
did gunsnenene that more emphasis be placed on our antimonopoly 
work. 

Of course, that overlooks the undoubted fact that many of these 
monopolistic practices began to grow up through the antideceptive 

ractices. This is the only agency, except for those dealing with 
anks, railroads and other common carriers, where the public is pro- 
tected against false and deceptive practices. 

If this Commission abandons that work, we would be sacrificing 
the public interest. ' 

Mr. Yares. In other words, you feel that the suggestion by the 
Hoover Commission is not set up in such a way for the agency to 
perform this work adequately? 

Mr. Wuirevey. Correct. 

Mr. Anprews. You recently took action against a well-known 
retail furrier here, did you not? 

Mr. WuirTE.Ley. Yes, sir. 

Mr. AnpreEws. On a deceptive practice and false advertising? 

Mr. Wuire.ey, Yes, sir. 

If Congressman Yates will permit me to say this, in view of your 
interest, Congressman Andrews, in the automobile pack cases that 
we have been dealing with recently, during the last war, World War 
II, the War Industry Board importuned us to do something about 
the false advertising of antifreezes. 

You will reéall that antifreezes were hard to get during the war, and 
many substitutes were being used and widely advertised, many of 
which rusted the engines. ‘lhey absolutely destroyed the usefulness 
of automobiles at a time when we needed them more than any other 
time. We proceeded against those concerns and stopped them. 

Right now we have pending—the Chief of my Division of Investiga- 
tion told me this‘morning—16 cases against the use of gasoline addi- 
tives which add nothing at all to the mileage of your machine, but 
through their false representations they are able to literally secure 
millions of dollars from the unsuspecting public in the false hope they 
are going to get greater mileage. 

Mr. AnpreEws. Off the record. 

(Discussion off the record.) 

Mr. Mean. Congressman, may I say in connection with what the 
Hoover task force said, in commenting on the transfer of cases from 
our agency to the Food and Drug Administration, that was thoroughly 
analyzed by the Congress in a series of hearings both in the House and 
in the Senate when they passed the Wheeler-Lea Act which specifically 
divided the authority, leaving labeling to the Food and Drug and 
advertising to the Federal Trade Commission. 

The reasons for doing that were set forth in a series of statements 
and congressional speeches. Of course, we cannot go back of that 
command to comply with the Hoover task force. It takes precedent 
over it. 

Mr. Wuire.ey. May I add that, Congressman Yates, that the 
Commission filed quite a lengthy report directed to the President 
which was afterward printed in the Congressional Record answering 
many of the charges, many of the allegations made by the task force 
report which we considered to be wholly unjustified. 

Mr. Yates. I read that in the Senate report last night. 
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BurEAv OF INDUSTRIAL ECONOMICS 
INDEX OF CONCENTRATION 


Getting back to this index of concentration, is not your economic 
research the basic requirement for any antitrust action that you may 
seek to take? 

Mr. Sxeeny. In general it is the basis for much of it; yes, sir. 

Mr. Yares. Is it not necessary, particularly at this time when the 
Jovernment is going into a tremendous program of buying billions 
of dollars worth of things? 

Mr. Sueruy. It is considered essential, and more‘so now than ever 
before. 

Mr. Yates. What are the reasons behind the statement? 

Mr. SHeeny. The necessity for it? 

Mr. Yates. Yes. 

Mr. Sueeny. In order that our antimonopoly work may be chan- 
neled into those cases that will directly pertain to supporting the 
defense program. There are certain types of cases that will lead more 
directly to that than other types. 

It is this economic background that the Bureau of Industrial Eco- 
nomics can give us that enables us over on the legal side to determine 
the types of cases that will be docketed for investigation. 

There are hundreds of applications for investigation, as you well 
realize, that come into the Bureau which never reach the stage of field 
investigation. We do a careful screening job as to both the economic 
and legal effect. If it appears to be a case wherein action may be 
warranted we make the determination to investigate it. We have 
tried to eliminate all those cases which would not lead toward the 
general maintenance of the competitive system. 

Mr. Yares. At the conclusion of the last war there was a report 
by the Senate Small Business Committee, as I remember it, which 
showed that a great percentage of the contracts that had been let 
for war work during World War II were granted to a relatively small 
ro a of corporations, Does my memory serve me correctly on 
that? 

Mr. Suereny. I do not remember. 

Mr. Yates. Do you remember what the figures were on that? 

Mr. Epwarps. I do not recall them offhand. I can give it to you 
approximately. One company, if I recall correctly, had several per- 
cent of the defense contracts by itself. 

Mr. Yares. You say “‘several percent’’? 

Mr. Epwarps. It was 6 or 7 or 8 or something like that. 

Mr. Meap. I think it was 8. 

Mr. Epwarps. Yes. The largest 33 contract recipients had over 
over half, if I recall correctly. I can supply you with those figures, 
which I have on my desk. 

Mr. Yares. I think I can get that out of my report, which I have 
on my desk. In looking through there I remembered that. 

Is it not necessary at this time that comparable information be 
received with respect to the purchasing that is to be undertaken by 
the Federal Government? 

Mr. Epwarps. I think it is highly desirable. The Congress in 
fact provided in the Defense Production Act that the Attorney Gen- 
eral shall make periodic reports on the effect of that act and its impact 
on competition. 
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Mr. Yates. The Attorney General? 

Mr. Epwarps. Yes; and has provided that the Attorney General 
may call upon the Federal Trade Commission for such investigation 
and service for those reports as he sees fit. 

Thus far the Attorney General has made one report, and that report 
was based upon a report to him which he asked us to make. 

Mr. Yates. I have received a number of letters from small-business 
people complaining that such contracts as are being awarded at the 
present time are going to the large companies. Would the research 
that your agency does indicate that in any way? 

Mr. Epwarps. The most specific research we are trying to get 
to work on at this time is this one about steel that I referred to. 

The Congress itself, a committee of Congress, made a study of that 
situation during the steel shortage in 1947, published by the Senate 
Small Business Committee. What we have suggested is that we make 
a similar check to keep you current, which would show what changes 
are taking place in the distribution of steel by geographical areas and 
which would show the changes that are taking place in the percentage 
of steel of various kinds received by the largest consumers and what 
change is taking place, if any, as between the shipments to independ- 
ent fabricators and to integrated fabricators and as between ware- 
houses owned by the big steel companies and the independent steel 
warehouses. 

Mr. Yates. You mean the so-called integrated companies as 
sf to individual companies? 

fr. Epwarps. Yes. We have submitted a proposal to get that 
information. We hope part of it can be obtained by a special tabula- 
tion of data from the Bureau of the Census, so that we will not have to 
get it directly. 

Mr. Mrap. If I may interject at that point, as a member of the 
Small Business Committee of the Senate throughout World War II, 
we came to the conclusion that setting up the Small War Plants Cor- 
poration, which really became effective in 1943, would be the best 
effective action that could be taken in order to equalize, to make more 
equitable, the distribution of those contracts, subcontracts, and so 
forth, that were given out as a result of the war effort and at the same 
time would protect small business and prevent the undue concentration 
of economic power in the hands of a few companies. So, in addition 
to our reports, which I think are very essential and very helpful, an 
agency such as Congress is now considering would be very helpful in 
this period of defense production. 


AGENCIES ENGAGED IN INDEX OF CONCENTRATION WORK 


Mr. Yates. Is there any agency of the Government other than 
yours which makes indexes of the concentration of wealth in industry? 

Mr. Epwarps. There has been one venture of that kind only since 
the war. The Secretary of Commerce, at our instigation—we urged 
them to do it, and they agreed it was a good idea and did it—got out 
a study in December 1949 which showed for each class of industry 
the mary se of the total value of shipments which was shipped by 


the largest four and the largest eight super and, where similar 
data was available for 1935, which was only for a small proportion of 
the industries, the study compared the 1947 data with the 1935 data. 
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You were asking a few minutes ago how this related to the Anti- 
monopoly Bureau’s cases. I was asked yesterday for information 
bearing upon a charge that a certain practice in a certain industry 
is leading to the growth of monopoly among the producers. It 
happened that this particular case was one in which data were avail- 
ary and I was able to inform the Commissioner who asked me that 
as of 1935 the largest four and the largest eight suppliers had such 
and such percentages of the total and as of 1947 they had somewhat 
lesser percentages. So far as those statistics went, they tended to 
disprove that particular charge; in the next case where figures are 
available they may tend to prove the charge. 

The point is that it is a factual way of proving something. But 
we have the data only for those two isolated dates, and only for a few 
industries even on those dates. 

Mr. Yates. And there is no other agency at the present time that 
is undertaking such a service or contemplating rendering such a 
service? 

Mr. Epwarps. So far as I know, there is not. We are urging the 
Department of Commerce to continue to make an analysis of their 
census data. We hope they will. We do not propose to duplicate 
their work if they do; but a good deal of additional work has to be done 
in analyzing their information. 

For example, they break up things which are competitive into sepa- 
rate industries. They have steel furniture in one industry and wooden 
furniture in another; they have one level of steel production in one 
industry and another level in another industry. So, unless we re- 
group and analyze the data rather extensively and compare the results 
with information about control of capital facilities and information 
about the control of employment opportunities, we cannot obtain very 
satisfactory results. This point was made very forcibly at the Ameri- 
can Economic Association meeting, just after the Department of Com- 
merce report was issued by a distinguished economist who was in 
charge of OPA’s steel division during the last war. It is a fact that 
until such regrouping is done, most readers of the figures are likely to 
draw false inferences from them. 


ADMINISTRATIVE Divisions 


Mr. GLENDENING. May I complete the record on some matters? 
You asked for the workload figures for the Administrative Division. 

Mr. Tuomas. Yes. 

Mr. GLENDENING. For the Economic and Administrative Records 
Division, there were 67,250 documents received during the year. 
During the same period there were 75,000 files called for and handled. 
Through their screening process they handled and cleared—either 
destroyed or sent to Archives—325 file drawers of miscellaneous 
correspondence. 

Under the Services and Supplies Division, the personnel breakdown 
is as follows: Duplicating, printing, and photo work, 15 people; 
procurement and purchasing, 2; storekeeper, 1; typewriter repairman, 
1; telephone operators, 4; laborers, 2; draftsman, 1; and messengers 
and mail clerks, 7, including 1 truck driver, making a total of 34. 

You might be interested to know that in the 6 months ending 
June 30, 1950, the duplicating plant and print shop produced some 
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3.5 million pages of printed or duplicated material. That is our own 
duplicating plant. 

Mr. Tuomas. What happens to that material? 

Mr. GienpEnING. Those are court decisions or decisions of the 
Commission, cease-and-desist orders, briefs filed by the Commission, 
by the various attorneys in the Commission, either in the courts or in 
our own cases to be heard there, and the preparation of financial 
reports, the printing of the quarterly financial reports, and so forth. 

Mr. Tuomas. It is quite a big Division, then? 

Mr. Horton. It would also include these trade-practice rules. 

Mr. Tuomas. All of the official opinions? 

Mr. Dantet. All official documents. 


Amount oF Request TO BuREAU OF THE BUDGET 


Mr. Puituirs. You were allowed a request to Congress of $3,892,000. 
For how much did you ask the Budget Bureau? 

Mr. GLENDENING. $5,883,000. 

Mr. Puituips. That is a reduction of almost $2 million; it is 
$1,990,000. 

Mr. GLENDENING. Yes, sir. 

Mr. Puituips. Could you give the committee, either now or by in- 
sertion in the record, a statement of approximately the items which 
the Budget Bureau cut out or cut down? 

Mr. GLenDENING. They reduced everything to our present operat- 
ing PES. 

Mr. Puiturps. They did not take out any major item entirely? 

Mr. GLENDENING. No, sir. 

Mr. Puruurrs. I think perhaps it would be a good idea if you would 
take the page showing your functional activities and take those figures 
and then insert after them the request in each case to the Bureau of 
the Budget. 

Mr. GLenDENING. I have it right in front of me. 

Mr. Puituips. Just let the reporter have it. 

(The matter above referred to is as follows:) 


Bureau of the Budget reduction of funds, fiscal year 1952 























Total funds | Authorized! | pot) re. 
requested by Budget duction 
by FTC Bureau 

Antimonopoly: 
ES SESE IE ER REET a $2, 137, 870 $1, 526, 320 $611, 550 
Economic and financial reports--................-.------- 932, 270 250, 025 2 682, 245 
Export a... Se ahiddsdhe cecindue siete nmdian oktihedeal ¥ 54, 620 14, 800 
Antideceptive practices: 
Legal case varie RSP os DS CRSP E Cer ee rere me 1, 521, 995 1, 140, 200 381, 795 
Ee IED MONON on inns nckbecscuwitnansmenta 355, 255 252, 103, 050 
EE SER iS icone c ches ceca sas Gutecnastn 432, 125 308, 670 123, 455 
Trade-marks and insurance.___...............---------.-- 51, 290 35, 015 16, 275 
Administration: Administrative salaries-_-_.................-- 382, 775 324, 945 57, 830 
EAE SSRN eae ee ere WONerey ee AION ny 5, 883, 000 13, 892, 000 1, 991, 000 





1 1952 funds originally authorized by Bureau of the Budget on Nov. 3, 1950, were $4,075,000 and reduced 


to present request on Dec, 15, 1950. 


2 This total includes $339,289 for a proposed expansion of the financial re 


cided that this amount should be eliminated from the FTC. 
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Mr. Epwarps. May I speak of one item on that list? There was 
an item in there for expansion of the financial reports to meet the needs 
of ESA. It was deleted because it was decided that if the reports 
were expanded, the money for expansion should come from defense 
funds and not from this budget. So that deletion is in a little different 
catego 

ey Pauses, Yes. Because you have some very marked reduc- 
tions in your request, I think the committee would be interested in 
knowing what you wanted to do as well as what the Bureau of the 
Budget thinks you ought to do. 


ADDITIONAL Dutigrs UNpEeR CLayton Act 


Last year the Congress gave you additional duties under the 
Clayton Act. You were to plug certain loopholes. 

Mr. GLENDENING. Yes. 

Mr. Puiturrs. How many additional personnel did you put on, 
or have you asked for, to carry out that additional job? 

Mr. GLENDENING. As of the present time, I do not believe we have 
put on a single person in connection with that. We have now pending 
at the Bureau of the Budget a request for a supplemental appropria- 
tion. 

Mr. Puiuurrs. For how much? 

Mr. GLeNpENING. On an annual basis, the request is $950,000. 
It is $225,000 for the balance of this fisc al year. 

Mr. Puruirs. That is $225,000 for the fiscal year 1951? 

Mr. GLENDENING. Yes, sir. 

Mr. Puruurrs. Which, on an annual basis, would be $950,000? 

Mr. GLENDENING. Yes, sir. 

Mr. Puiuurrs. Which means how many additional employees? 

Mr. GienpENING. One hundred and seventy-two. I might say 
this $225,000 is estimated for the final quarter of this fiscal year. 

Mr. Putturs. The Budget Bureau has not yet allowed that? 

Mr. GLENDENING. They have not acted on it as yet. 

Mr. Puiuurps. It will come down in a supplemental request? 

Mr. GLENDENING. That is right. They told me yesterday it was 
still pending. 


EMPLOYEES ENGAGED IN PERSONNEL WorRK 


Mr. Puruups. In your personnel work, you testified to seven 
people, one of whom was a nurse; so you have six people handling a 
personnel group of approximately 660, which is roughly about 110 
each. 

Mr. GLENDENING. Yes, sir. 

Mr. Puituies. Now, to me, and I think to the chairman from his. 
questions, that seems to be one more person than you have justified 
a need. A department like yours has a very low turn-over. 

Mr. GLENDENING. We have quite a high turn-over and have had 
in the past year, especially in the clerical help. We have had an 
extra amount of work trying to get registers from the Civil Service 
Commission. We have had to spend a great deal of time over there. 
We have also had to set up and maintain registers for attorneys. 
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We have our own examining board for attorneys, and that is a tre- 
mendous volume of work in the Personnel Division—maintaining 
these registers. 

Mr. Purures. It will be a little hard to sell me on the idea that 
you have the kind of a department that ought to have a high turn- 
over. If you do have a high turn-over, then you have something 
internally that you ought to correct. 

Mr. GLENDENING. We are losing clerks and stenographers every 
day because we can only pay them a grade 4 and they can turn 
around and get a grade 5 or possibly a grade 6 or a grade 7 in some 
of these new agencies. 

Mr. Dante. May I add that one of the members of that staff 
down there is a part-time employee. That is a typist-stenographer 
who works about half a day on that job. So, in the final analysis, 
that would cut that down one-half an employee. 

Mr. Puiturpes. That means only half the effort to cut off that person 
next year; does it not? 

Mr. Dante.. It gives you some idea about the recruitment pro- 
position. In that stenographic pool, of the number you have heard, 
we have had darn near a complete turn-over in the last year. 

Mr. Puruuirs. Well, it is not for this committee to do your internal 
housekeeping; it is our job to give you a little help. 


EXAMINATION OF ATTORNEYS 


Mr. Dante. This will astound you. There is no Civil Service 
register set up now for attorneys. We have to examine attorneys 
and set up a register before we can employ any of them. Last year 


we examined something like 200 attorneys. 

Mr. Puriuurps. Do not the other agencies have exemption from that 
because they are war agencies? 

Mr. Dantex. The defense agencies, I think, can do pretty much as 
they please. But here is what iscoming up now. We have to examine 
all those people who file applications, and we have 500 examinations 
coming up beginning in April. The records have to be made, and we 
have set up the oral examinations. 

Mr. Putturps. You are doing all that at your expense? 

Mr. Dantev. We have to. 

Mr. Puiturps. Civil Service is not doing that for you? 

Mr. Dante. No, sir. They do not have the money to do it, and 
we must assume that task. One thing that enters in there is veterans 
preference. We have to be careful about that. Another thing is that 
a 10 percent veteran or a larger percent veteran can get an examination 
any time he requests it, and any other veteran gets a 5 percent pref- 
erence. We have to protect their interests under the law. Conse- 
quently, we have to hold examinations to see where the veterans stand 
and give the veterans preference. It is a tremendous job. 

Mr. Puiturps. Why have you been so silent on this subject and 
spent the taxpayers’ money on this without saying something about 
it in the past? What does it cost you per applicant? 

Mr. Dantet. That is something I cannot tell you. 

Mr. Puiturrs. Will you figure it out and put it in the record? 

Mr. Dantet. Yes, sir. 

(The information is as follows:) 


Cost per applicant averages $1.93. It is estimated there will be between 200 
and 300 in 1952. 
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Mr. Danret. The background of that is that Congress knocked 
out the examination of attorneys by the Civil Service Commission. 
It would not give that Commission the money to examine attorneys. 
I guess you recall that, 4 or 5 years ago. So the Civil Service Com- 
mission tells us they cannot examine those attorneys; that we have 
to examine them for ourselves. 


Mr. Puiures. [ will let the attorneys on the committee take that 
one. Iam not an attorney. 


JURISDICTION OF COMMISSION 


Now, Mr. Horton, you say your jurisdiction arises only over the 
lender, in the case of an automobile, if the automobile is sold in the 
State of New Jersey, and the money is borrowed in the State of New 
York; that is, the loan crosses State lines? 

Mr. Horron. That would be a primary jurisdiction of the Com- 
mission. , 

Mr. Puiuurres. How about if the automobile crosses State lines? 
I mean if a man in New Jersey with an automobile crosses to 
Pennsylvania. 

Mr. Horron. That would be under our jurisdiction. 

Mr. Puiuuips. Do you extend that jurisdiction by the rather tenuous 
thread that has been used pretty thoroughly in the courts today which 
has placed practically everything in the United States under interstate 
commerce? In other words, if a shipper in California ships intrastate 
an intrastate commodity but has purchased the container to put it in 
from some other State, that is now held to be interstate commerce. 

Mr. Horron. You refer to what is commonly called the flow of 
commerce. The jurisdiction of the Commission, by statute, is con- 
fined strictly to transactions in interstate commerce and not those 
which might affect interstate commerce. A decision of the Circuit 
Court in the Seventh Circuit has specifically defined the jurisdiction 
of the Commission. I do not believe the Commission is going to reach 
out and grasp any tenuous strands of interstate commerce, because in 
those proceedings which we will undertake I think our jurisdiction 
will be definitely and absolutely established. 

Mr. Yares. What about a finance company that operates in 
various States? Is that within vour jurisdiction? 

Mr. Horron. You mean by branch offices? 

Mr. Yares. Yes. 

Mr. Horron. I think there will be a flow of paper, at least, between 
the branch office interstate to the parent company residing, probably, 
in New York or Chicago. Yes; I think that would be within our 
jurisdiction. 


New Empuoyeres Requesten, 1952 


Mr. Puiuurps. I believe you have told the chairman you were 
going to furnish the green sheets separately to the committee. Your 
green sheets which were furnished in the appendix to the budget do 
not correspond with your report, which may be explained, as you 
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probably made this up last August. But I notice in the original 
green sheets you have asked for the addition of four economic analysts, 
grade 9, and three economists, grade 14. 

Mr. GLENDENTING. A total of seven. 

Mr. Putturrs. To which one of your functional groups are they to 
be assigned? 

Mr. GuenpENING. To the Bureau of Industrial Economics. It is 
an antimonopoly function, but they will actually be working in the 
Bureau of Industrial Economics. 

Mr. Puituirs. Apparently that is your total addition of personnel. 

Mr. GLENDENING. That is right. 

Mr. Puiuutrs. All the work they will develop and create will be 
absorbed by the rest of your staff; that is, stenographers, clerks, 
and so forth, will absorb the work? 

Mr. GLENDENING. That is right. 


TYPEWRITERS 


Mr. Putiurrs. Last year you reported approximately four type- 
writing machines for every stenographer and then justified it before 
us by saying there were a great many people who used typewriters 
who were not listed as stenographers and typists. How many type- 
writing machines do you have and how many are you asking for? 

Mr. GLENDENING. We have 413 typewriters. 

Mr. Puiturps. That is 10 more than last year. 

Mr. GLenpENtNG. Of which 388 are more than 9 years old. We 


are asking for 30 replacements this year. 


Mr. Danrev. In that connection, you will find a large number of 
those typewriters are nothing but junk. They are 12 and 14 years 
old, and it is a waste of time, money, and effort to keep using them. 

Mr. GLEeNDENING. We have some typewriters there that are 20 
years old. 


AUTOMOBILES 


Mr. Puituies. How many automobiles do you have? 

Mr. GLENDENING. We have one truck and one passenger car. 
Mr. Puiuurps. Are you asking for any new cars? 

Mr. GLENDENING. No, sir. 


Cost or WiTrHIN-GRADE PROMOTIONS 


Mr. Puriuips. You have up-graded practically all of your employees 
roughly $200 to $250 per person. 

Mr. GLENDENING. Those are automatic promotions. 

Mr. Putturrs. Is that strictly automatic up-grading? 

Mr. GLENDENING. Not strictly. There have been some men who 
have been promoted; but, generally speaking, automatic within-grade 
promotions will take care of that. 

Mr. Puituirs. How many people have you raised from one classi- 
fication to another classification to get a higher grade and salary? 

Mr. GLENDENING. I will have to furnish that. 

Mr. Daniet. In that connection, we will also supply you with the 
exact number of attorneys when that information comes up, as of 
February 1. 
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Mr. Tuomas. That whole $35,000 is not for within-grade pro- 
motions; is it? 

Mr. GLENDENING. Yes. 

Mr. Puruurrs. Did you absorb your annual leave? 

Mr. GLENDENING. Yes, sir. 

Mr. Puituirs. Do you have any annual leave due now beyond the 
end of this year, or will you have by the end of fiscal 1951? 

Mr. GLENDENING. You mean accrued last year? 

Mr. Puiuuirs. Accrued prior to last year. 

Mr. GLENDENING. Oh, yes. We have a large amount of annual 
leave that has been accrued over a period of years. 

Mr. Puiuuirs. I thought the chairman instructed you to absorb all 
that last year. 

Mr. GuenDENING. I do not know how you can absorb it. We have 
to pay it when it becomes due, and we are doing that; we have to do 
that. But it is not now due and payable. 

Mr. Puriurrs. You are doing that out of lapses? 

Mr. GLENDENING. Yes. 


Bureau OF ANTIDECEPTIVE PRACTICES 
DIVISION OF MEDICAL OPINIONS 


Mr. Puiturrs. Now, coming to the Division of Medical Opinions 
on page 54, why is not that pretty much a duplication of what is 
being done? It is a slightly different title, but why is not that a 
duplication of the work that Pure Food does in a lot of detail down 
there? 

And, by the way, I have the same feeling the chairman had, that 
you could have given us information a little more in detail with fewer 
words if you had hired somebody from Civil Service who writes those 
job descriptions over there to help you make out those descriptions 
this year. 

Mr. Wuireiey. The Bureau of Medical Opinions is in my bureau. 
It consists of two doctors, one chemist, and two stenographers. 

Mr. Puiuurrs. Even two doctors and one chemist can duplicate 
somebody else’s work. 

Mr. Wuarretxy. They do not duplicate anybody’s work. They are 
there for the purpose of furnishing medical opinions in our cases under 
investigation and under trial, furnishing assistance to our trial attor- 
neys in connection with complicated medical or chemical matters 
where they are confronted with expert testimony on the other side. 
They are so totally inadequate to perform the service that should be 
performed to enable us to keep our cases current and our investigations 
current that there is constantly and has been for vears a backlog of 
pending matters before them calling for their opinions on those 
questions. It is a service without which we could not function 
adequately and efficiently. 

Mr. Puriturps. You are justifying the service as a valuable service, 
but you are not saying it is not a duplication; are you? 

Mr. Wuiretey. It is not a duplication, because there is nobody else 
who could furnish that information. We could not get that informa- 
tion from Food and Drugs or the Public Health Service. 
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Mr. Puruurps. Do you also do the work that you have on radio; 
does that come under you? 

Mr. Wuire.ey. That comes under me; yes, sir. 

Mr. Puiturrs. That sounds to me as if you were monitoring and 
checking a lot of scripts; that is being done by another agency. Would 
not that come under the FCC? 

Mr. Wuiretry. No; Congressman. They do not pass on the 
same questions we do. We monitor and review those scripts for the 
purpose of seeing whether or not there are false advertisements of 
products moving in interstate commerce, over which we have juris- 
diction and as to which we would have to take action. 

Mr. Tuomas. Mr. Phillips, may I interrupt off the record? 

(Discussion off the record.) 

Mr. WuirE.ey. It is true, Mr. Chairman, that that does exist, but 
that exists because Congress, after a thorough study of the situation, 
decided they wanted a review of false advertisements to remain with 
the Federal Trade Commission, and they wanted a review of labeling 
to be placed in the Food and Drug Administration. 


COOPERATION BETWEEN FTC AND OTHER AGENCIES 


Mr. Tuomas. I think the question Mr. Phillips is raising is this: 
What cooperation is there between the two agencies when you have 
a case that is or may be overlapping? 

Mr. Wurretey. We have the fullest cooperation. If it is a labeling 
operation principally, or labeling altogether, we turn it over to them. 
If it is advertising they turn it over to us. I think we have a very 
close cooperation and eliminate duplication as much as possible. 


Mr. Puruures. I will make a deal with you; I will not bother you 
with these questions if, in your work on the radio, you will cut out 
about half of these commercials. 

Mr. Wuirtetey. I wish we could. 


DISCUSSION OF RADIO AND PERIODICAL ADVERTISING 


Mr. Puiuurps. You are doing some work on oleo? 

Mr. Wuire.ey. Yes, sir. 

Mr. Puriurps. How much did it cost, and how many people do 
you have to have on that work? 

Mr. Wuiretey. I am afraid I cannot answer that question, Con- 
gressman. I can get you that information. 

(The information is as follows:) 


The amendment to-section 15 of the Federal Trade Commission Act relating to 
the advertising of oleomargarine became effective July 1, 1950. On June 1, 1950, 
this Bureau, through its Division of Radio and Periodical Advertising, inaugurated 
a special project to administer the statute as amended. In the regular course of 
its advertising surveys, the Division began setting aside on a continuing basis for 
special study all advertisements which in any way related to oleomargarine, of 
which there are 33. 

From June 1, 1950, to February 1, 1951, more than 300 advertisements covering 
the products of 15 manufacturers were set aside in the survey, and all of the re- 
maining manufacturers have at our request furnished specimens of all advertising 
in use. ‘As a result of the advertising obtained from the two sources, three legal 
investigations have been instituted with the view of taking such corrective action 
as may be warranted. 

We find that during the period from the effective date of the amendment to the 
present time, a total of 294 man-hours have been consumed in carrying out the 
work outlined above. 
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The Division of Radio and Periodical Advertising will continue indefinitely the 
examination and legal appraisal of all advertisements of all brands of oleomar- 
garine, and the various manufacturers will be contacted from time to time with 
respect to such advertisements and appropriate further action taken to see that 
the provisions of the statute are properly complied with. 

In this connection, the Chief of the Division reports that as a general proposition 
the manufacturers and large distributors of oleomargarine presently are employing 
advertising claims and representations which are not false or misleading within 
the meaning of the statute, the only exceptions so far being those three manufac- 
turers with respect to whose practices full investigations are now under way. 

Mr. Puitures. You gave a rather nice report on it in this book. 

Mr. Waurretey. The Chief of the Division of Investigation in my 
Bureau could give you that right offhand, but I.do not have those 
figures. 

Mr. Puiturrs. My point is this: How many manufacturers of oleo 
are there in the United States? 

Mr. Horton. I think there are around 25 or 30. 

Mr. Wuite.ey. | was going to say about 30. 

Mr. Puiuures. I think there are 32. For 32 manufacturers of oleo 
you impressed me with that rather flowery justification that you had 
an employee for almost every manufacturer. 

Mr. Wuiretry. No, sir. 

Mr. Puitures. Will you put in the record what it is? 

Mr. Wuiretey. In my whole Division of Legal Investigation we 
have 25 lawyers. 

WORK WEEK OF FTC 


Mr. Puitures. How many hours a week do you work? 

Mr. GLENDENING. Forty hours is the scheduled workweek. 

Mr. Puruutps. In time of war as well as in time of peace? 

Mr. Mean. In that connection, Congressman, it would be interest- 
ing if you saw the Saturday and Sunday register, where a large num- 
ber of our people come in and work without any additional salary at 
all. I was impressed with it. 

Mr. Putuurps. I would be impressed, too. 

Mr. Mean. It is very impressive. 

Mr. Putitures. I would be more impressed if the whole Govern- 
ment worked a 48-hour week in wartime. 

Mr. Mean. Of course, we have the law. 


Economic Reports 


Mr. Puitutrs. Who reads your economic reports? You see, my 
chairman has been asking you about who gets them out and how 
much they cost. I want to know who reads them. 

Mr. Mean. In that connection I will say that the Packers and 
Stockyards Act, the Securities and Exchange Commission Act—— 

= Puituips. They merely read them to see what you are going 
to do. 

Mr. Meap. I merely emphasize the number of agencies that have 
oo into being because of our reports. Congress must have read 
them. 

Can you name any other acts? 

Mr. Epwarps. The Grain Futures Act was enacted as a_ result 
of one. A whole series of acts grew out of our report on public utilities, 
including the Securities and Exchange Act, the Public Utility Holding 
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Company Act, the Securities Act of 1933, and the Natural Gas Act. The 
Perishable Agricultural Commodities Act was amended as a result 
of our agricultural income report. The Packers and Stockyards Act 
resulted from our meat packing report. 

Mr. Sueeny. The Robinson-Patman Act was the result of the 
chain-store investigation. 

Mr. Epwarps. Might I add to the previous reply that we have 
constant requests from other Government agencies for special tabu- 
lations supplementary to our financial reports. During the last year, 
for example, we have made special tabulations over and above what 
goes into the regular work for about 10 or 12 agencies, 

Mr. Patuuies. I will take your word for it. What you are saying 


is that Congressmen have many troubles most of which would not 
exist if there were no Congressmen. 


Work or ATTORNEYS 


You said in the New York office you had now specifically divided 
= attorneys one-half on the antimonopoly work and one-half on the 
other? 

Mr. SHeeny. Not one-half. 

Mr. Puiturps. I mean, a specific division has been made? 

Mr. Yates. They were divided as to function. 

Mr. Wuiretey. I think there were 14 attorneys on antimonopoly 
and six on antideceptive practices. 

Mr. Puiuuips. As a matter of fact, before that all 20 attorneys would 
have done one or the other, depending upon the necessity? 

Mr. GLENDENING. That is right. 

Mr. Puiuurrs. In that particular case the Hoover Commission 
suggestion has not produced efficiency and economy but has added to 
the cost. 

Mr. SHeeny. I think not, Mr. Congressman. In the first place, 
most of those men were working on one type of work or the other. 
Antimonopoly is pretty much specialized. While some of them 
work on both, there is generally a division. 

Mr. Puriuips. You do not think that if we simply had a group of 
attorneys assigned to that work, under the direction of the head of the 
office, or under your direction, that you might have 19 instead of 20? 

Mr. Sueeny. I think not, sir. We are able to get more efficient 
operation in the field by the close cooperation between the investiga- 
tional work and the trial, which we did not have before. 

There were investigations under one bureau. It reported to another 
bureau for the trial. Now we have control of it from the time it 
starts and we are able to build up the record from the point of view 
we want to have in that case. I think we have increased the efficiency 
both in the antimonopoly and the antideceptive practices without 
increasing the number of personnel. 

Mr. Corton. Mr. Chairman, I had two or three questions, but 
being a new member on this subcommittee, perhaps they are more to 
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educate me than to help the committee and I do not think I am 
justified in taking the time of the committee. However, I will not 
promise to do that in the future. 

Mr. Tuomas. Take whatever time you wish. 

Mr. Corton. I will not ask questions now. 

Mr. Tuomas. Mr. Chairman, the committee is going to look very 
closely at two items in every budget, travel and communications. 


TRAVEL AND COMMUNICATIONS 


You have here in this budget $144,000 for travel and you have 
$24,000 for communications. 

What is your unexpended balance as of February 1 for both items, 
communications and travel, please? 

Mr. GLENDENING. The unexpended balances in our appropriation 
this year are $52,935 for travel and $11,000 for communications. 

Mr. Tuomas. As of what date? 

Mr. GLENDENING. February 1. 

Mr. Puiturrs. What do you estimate it will be on June 30? 

Mr. GienpentnG. Communications will be approximately the 
$24,000 we anticipated. Travel will probably not run much below 
that budgeted. Travel is a little lower this year than what we spent 
last year. 

Mr. Tuomas. Can you cut down your travel and your communica- 
tions items during this wartime appreciably without hurting your 
activities? 

Mr. GLENDENING. We have already in the past year and a half 
made considerable strides in the reduction of communications services 
by using the General Services Administration land lines for telegrams 
instead of using Western Union. 


PurcHases sy FTC 


Mr. Puruurrs. Mr. Chairman, I have one more very brief question. 
You justified a small group of personnel for purchases. Does the 
General Services Administration not do your buying for you? 

Mr. GLENDENING. Two employees are assigned to part-time pur- 
chasing duties. 

Mr. Puiturpes. Two? 

Mr. GLENDENING. We have only two people. 

Mr. Puruuips. Including the stock people? 

Mr. GLENDENING. One stock man and two positions. They have 
to order from the Federal Bureau of Supply on the items that they 
stock. Many of the items that we have to buy are small purchases. 

Mr. Tuomas. Non-common-use items? 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. Thank you, gentlemen; it was nice to see you all. 

Mr. Gienpenina. Thank you. 

Mr. Mean. Thank you, Mr. Chairman. 
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TuHurspbay, Frsrvuary 15, 1951. 
AMERICAN BATTLE MONUMENTS COMMISSION 


WITNESSES 
GEN. ALEXANDER A. VANDEGRIFT, COMMISSIONER 








JOSEPH C. BALDWIN, COMMISSIONER 
BRIG. GENERAL THOMAS NORTH, SECRETARY 
JOHN HARBESON, CONSULTING ARCHITECT 


LT. COL. CHARLES B. SHAW, OFFICER IN CHARGE, WASHINGTON 


OFFICE 
SALARIES AND EXPENSES 


Funds available for obligation 





1950 actual 106 estimate | 


1952 estimate 





} 

Appropriation or estimate 

Transferred from ‘‘Cemeterial expenses, De partment ‘of the 
Army”’ pursuant to Executive Order No. 10087 wud 


$644, 300 | 


$670, 000 | 


| 
| 


$775, 000 





Total available for obligation Se aeee 
Unobligated balance, estimated savings 
Savings under see, 1214 





Obligations incurred _-_-__- eae at pa Meee PS 
Comparative transfer to ‘‘Construction of memorials and 
cemeteries, American Battle Monuments Commission’’. .- 


699, 734 
—163, 798 


| 
| 





MORNE OUIUIN As brichind6. Sb awnd dcx cdccldcwqudsencwelsdsa 535, 936 





| 








Obligations by activities 








Description 1950 actual 


1951 estimate 


| 


1952 estimate 





. Departmental. -__- 
. World War I cemeteries and memorials 
. World War II .cemeteries and memorials- - --_---- 
. Mexico City National Cemetery-.-...............-.-.---- ; 


$27, 379 
274, 250 
227, 632 

6, 675 


$31, 252 
220, 522 
369, 413 

8, 000 


$34, 728 
272, 590 
460, 182 

7, 500 





Total obligations 535, 936 





629, 187 





775, 000 








Obligations dees objects 





Object classification 1950 actual 


1951 estimate 


| 
1952 estimate 





Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


407 
20 
425 


} 





01 Personal services: 
Permanent positions 
Part-time and temporary positions_. 
Regular pay in excess of 52-week base._____- 
Payment above basic rates_- io 


$441, 429 





RO ORE RB TIOD 55. 5n eink 5 5s nine origin d cominivs 
Travel__ “ 
Transportation of things____.......-- 

Communication services - -_--- 

Rents and utility services____-_- 

Printing and reproduction.___.___-_- 

Other contractual services _ _.___--- 

Supplies and materials 

Equipment an re : : ; 
Lands end etactures..................---..---.-»---.---. 


Total obligations. 535, 936 








17, 97 





629, 187 | 


775, 000 
| 








QL SS ROOTS LEO OO 
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CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Funds available for obligation 





1950 actual 


1951 estimate | 1952 estimate 








Appropriation or estimate 

Applied to contract authorization 

Contract authorization - 

Prior year balance available: 
Appropriated funds___-._..-_- 
Contract authorization _ _----- 


$5, 276, 500 | 
—1, 276, 500 
5, 000, 000 


94, 
1, 276, 


998 
500 


Total available for obligation 
Balance available in subsequent year: 
Appropriated funds 
Contract authorization _ __ -- 
Unobligated balance, savings under sec. 1214: 
Appropriated funds_- 
Contract authorization 


10, 371, 498 


Peetions Inetined .... .. cdi ote les nl. 2, 869, 250 | 
Comparative transfer from “Salarie ss and expenses, American 
Battle Monuments Commission”’ 163, 798 


$8, 500, 000 
—5, 000, 000 
1, 500, 000 


502, 248 
000, 000 


12, 502, 248 


“ee 


- 
5, s 


5, 450, 000 


—1, 490, 000 
—1, 500, 000 


8, 062, 248 5, 450, 000 





ERSTE NO eee See I 3, 033, 048. 





Obligations by activities 


8, 093, 061 | 5, 450, 000 








Description 1950 actual | 


1951 estimate | 1952 estimate 





1, Departmental 

2. World War II cemeteries and memorials: 
Overhead 
Construction 


$26, 979 | 


136, 820 | 
2, 869, 249 | 


3, 033, 048 | 


$35, 657 
311, 183 
7, 746, 221 


8, 093, 061 


$47, 899 


357, 976 
5, 044, 125 


| 
} 
_ 


* 450, 000 





Obligations by objects 





Object classification 1950 actual 


1951 estimate | 1952 estimate 





Total number of permanent positions 
Average number of all employees 








01 Personal services: 
DINNING OUTIAUIS ccais nck icc cewnntsedcsenness } 
Part-time and temporary positions. _................-- 
Regular pay in excess of 52-week base 
Payment above basic rates_.................-..--.---- | 





Total personal services 
Travel 
Transportation of things | 
TT no. ciimsdimecnaceencuns | 
os cn ucuecwenowwcnal 
Printing and reproduction : | 
Speer COMICON ONT WNOON ss ooo coc ce ens nce eee | 
Supplies and materials___-__- 
Equipment 


Total obligations--..-.._- gies ide tes ek clea ues | 3, 033, 048 | 





8, 093, 061 








Mr. T 


Tuomas. The committee will next take up 
for the American Battle Monuments Commission. 
Philips to look into that for the committee. 

Mr. Puivurrs. Mr. 


with us today our friends on the American Battle 
mission, including our 


80203—51 . 1—-—-12 


pt 


friend and former associate, 


the appropriations 
I have asked Mr. 


Chairman, | have gone over the budget not 
with as much care as I would like, but in a gener 


al way. We have 
Monuments Com- 
Mr. Joseph C. 











Baldwin, General Vandegrift, Mr. John Harbeson, their architect; 
their Secretary and Executive Officer, General North, and the officer 
in charge of the local office, Lieutenant Colonel Shaw. 
General North, do you want to make a preliminary statement? 
General Nortu. On January 10, sir, we submitted a justification 


to you which I believe succinctly explains the purposes of our request 
for funds. 


1952 BupGer JUSTIFICATION 


Mr. Tuomas. That justification may appear in the record at this 
point. 
(The justification referred to follows:) 


The American Battle Monuments Commission has the honor to submit the 
following information regarding its estimate of appropriations required to carry 
out its functions in the fiscal year 1952. 

The Commission operates under two appropriations: 

I. (a) An annual appropriation titled ‘“‘Salaries and expenses,” to which is 
charged all costs of operation and maintenance of the following installations: 


1. World War I: Graves 
Meuse-Argonne American Cemetery, near Romagne, France 14, 243 
Oise-Aisne American Cemetery, near Fere-en-Tardenois, France. 6, 012 
St. Mihiel American Cemetery, near Thiaucourt, France 
Aisne-Marne American Cemetery, near Belleau, France 
Somme American Cemetery, near Bony, France 
Suresnes American Cemetery, near Paris, France 
Brookwood American Cemetery, Brookwood, England 
Flanders Field American Cemetery, near Waereghem, Belgium__ 


Memorials at Montfaucon, France; Montsec, France; Chateau-Thierry, 
France; Bellicourt, France; Audenrade, Belgium; Vierstraat, Belgium; 
Brest, France; Tours, France; Sommepy, France; Cantigny, France; 
and Gibraltar. 

Memorial tablets at Chaumont, France, and Souilly, France 


2. World War II—American military cemeteries at— 

Cambridge, England 
Henri-Chapelle, Belgium 
Neuville-en-Condroz, Belgium 
Epinal, France 
Draguignan, France 
St. Avold, France 
St. James, France 
St. Laurent, France 
Hamm, Luxemburg 
Margraten, Holland 
Anzio, Italy 

- Florence, Italy 
Carthage, Tunisia 2, 830 
Fort McKinley, Philippine Islands_-_..........-......-------- 17, 422 


4. Departmental costs incident to the operation and maintenance of the above- 
listed cemeteries and memorials. 


(b) Distribution of funds requested under this title is shown in the following 
comparative schedules of obligations by activities and obligations by object 
classification : 





EES. {0b tes REL bh t8" i CNR A ene aia el 
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Obligations by activities 





Increase 
(+) or de- 
crease (—) 


x Estimate Estimate 
Activity 1951 1952 





1. Departmental $31, 252 $34, 728 +$3, 476 
2. World War I cemeteries and memorials 220, 522 272, 590 +52, 068 
en SERS C LLL T DA GEN ALA PLATO 369, 413 460, 182 +90, 769 
4. Mexico City National Cemetery 8, 000 7, 500 —500 














Total obligations 629, 187 775, 000 +145, 813 





Comparative summary by object classification 





: ; Increase (+) 
Estimate as 8 or decrease 





Total number of permanent positions +36 
Average number of all employees 











01 Personal services 

Travel 

Transportation of things 
Communication services 
Rents and utility services__- 
Printing and reproduction - - -- 
Other contractual se-vices - - -- iia , 59, 
Supplies and materials 33, 49, 300 





710, 953 
Equipment , 46, 070 
Lands and structures 17, 977 


S38 898288 














Grand total obligations 629, 187 775, 000 | +145, 813 





(c) The standard of maintenance of our World War I military cemeteries and 
memorials overseas occasions frequent and unanimously favorable comment. 
This testimony to the respect paid to our war dead by their Government reflects 
proper credit upon its intent. The Commission is earnestly of the opinion that 
only if it should become physically impossible to do otherwise should the standard 
of maintenance be lowered. Its estimate of funds for the maintenance of these 
installations is based on such belief. 

(d) As shown by the above schedule of obligations by object classification, 
personal services are estimated to cost $60,229 more in fiscal year 1952 than in 
fiscal year 1951. This increase is accounted for almost wholly by the facts that 
an additional cemetery (Neuville-en-Condroz, to be transferred July 1, 1951) will 
come under the Commission’s jurisdiction for maintenance, and that it will be 
responsible for the maintenance of the largest of the World War II cemeteries 
(Fort McKinley) for the full year 1952. The latter cemetery was transferred to 
the Commission on January 1, 1951; maintenance costs in 1951, therefore, reflect 
6 months’ operation only. 

(e) Increase of $34,635 under “Object 07. Other contractual services,” is the 
result of nonrecurring repairs and principally restoration of the base of the World 
War I monument at Brest, France. This memorial to the services of the United 
States Navy was destroyed by the Germans before our entry into World War II. 
A claim for $87,800 in reparations has been submitted to the French Government 
and if allowed will be paid into the United States Treasury. Similar claims made 
for less important damage have already been paid. 

(f) Increases under other objects reflect the expanded maintenance program, 
relief of shortages of essential equipment in the cemeteries taken over from the 
Army, and repair or replacement of second-hand equipment received from the 
same source. 

II, (a) ‘The second of the appropriations under which the Commission operates 
is a no-year one, titled ‘‘Construction of Memorials and Cemeteries.” o this 
appropriation are charged costs of all permanent construction in the World War 
II United States military cemeteries as listed above and the overhead costs of this 
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construction. 


for these purposes is shown in the following schedules: 


Obligations by activities 


Distriburion of the funds approved by the Bureau of the Budget 





Activity 


Estimate 
1951 


Estimate 
1952 


Increase (+) 
or de- 
crease (—) 





1, Departmental __---- sdeatinenhedchdtie wradiaa 
2. World War II cemeteries and memorials: 
Overhead 
Construction 


I Cn cccdacntiyccene main bgtcnma chess 


$35, 657 
311, 183 








$47, 899 


357, 976 
5, 644, 125 


5, 450,000 | —2, 643,061 
| 





+$12, 242 


+46, 793 
— 2, 702, 096 





Comparative summary by object classification 








Average number of all employees 


Personal services............--- 

Travel . 

Transportation of things_-_-_-....-- 

Communication services___-_-~---- 

Rents and utility services 

Printing and reproduction ieee 

Other contractual services -_-...............-.-- 

EE BE CI ooo hdc Semen e nip iewinnebuinekeannns 


Equipment 


| 








$305, 372 | 
30, 813 

4, 450 

2, 455 
1,975 
325 

7, 746, 271 
1, 400 


‘ | | Increase (+) 
Estimate 1951 Estimate 1952} or 
| decrease (—) 


+834, 459 
+5, 687 
+4, 120 

+975 


+7, 819 





—2, 644, 461 














Grand total, obligations.......-....... yagi Iasi sip iii — 2, 643, 061 











(b) Planning for the development of our World War II military cemeteries in 
foreign countries as fitting resting places for the dead and as battlefield memorials 
to the services and achievements of all our Armed Forces began in 1946 with the 
selection of outstanding American architects to lay out the cemeteries and design 
the memorials to be erected therein. Delays have occurred, some unavoidable 
and others resulting from the Commission’s insistence that costs be reasonable and 
kept within allotments; progress has been somewhat slower than had been foreseen. 
Nevertheless, when its budget estimate for fiscal year 1952 was submitted the 
point had been reached where the greater part of the program could be put under 
contract in 1951 and 1952. The Commission feels that this is desirable from the 
viewpoint of economy and to meet our national obligation to the dead and their 
families, but it is happy to cooperate to the fullest extent in meeting the present 
dangerous international situation. It recognizes the vital necessity of the defense 
program and has submitted to the withdrawal of funds and contract authorization 
in the amount of $2,990,000 for its fiseal year 1951 construction program. It has 
also submitted to a reduction in its estimate for fiscal year 1952 from a requested 
$12,500,000 to the present $4,000,000. To meet this reduction, construction of six 
memorials (Margraten, St. Avold, Hamm, Henri-Chapelle, Neuville, and Fort 
McKinley) has been deferred in its entirety until 1953 and considerable other work 
has been rescheduled for later performance than originally planned. Revised 
schedules showing in detail plans for each cemetery are enclosed herewith. 

For the Commission: 

Respectfully, 
THomas Norra, 
Brigadier General, United States Army, 
Secretary. 





Revised construction program 





Estimated | OPligated | Opjigate | Obligate | Required 


prior 0 
cost 1951 complete 





Draguignan Cemetery: 
Walls and fences $38, 800 
Water supply and distribution 38. 940 
Headstones and foundations > 590 


5, 000 
Structures 87, 200 
Electrical supply and distribution 5, 500 
Sewers and drains _..............-.---- 28,175 
Landscaping and planting ‘ 8 
Roads, walks, parking, service areas __- 38, 740 
Entrance gates 
Contingencies 64, 220 
Memorial 








179,211 | 326, 665 











Epinal Cemetery: 
PE NI ono cdincwnaasccens 4 80, 805 
Water supply and distribution 45, 300 
Headstones and foundations 
Grading _- 

Structures 

Electrical supply and distribution 
Sewers and drains 

Landscaping and planting 

Roads, walks, parking, service areas__- 
Entrance gates 

Contingencies 

Memorial 




















Walls and fences 
Water supply and distribution 
Headstones and foundations 





Structures 

Electrical su ply and distribution 

Sewers and 

Landscaping and planting 5 

Roads, walks, parking, service areas___- 

Entrance gates ; 

Contingencies 39, 31, 535 | 48, 453 

Memorial 300, 000 | 201, 000 
i 8, 500 1, 000 | 











1, 576, 714 263, 951 | 527, 494 385, 153 








Cambridge: | } 
STi plein Goi tneadieh spins 40, 681 40, 681 | 
Water supply and distribution 29, 480 | 
Headstones and foundations 


Electrical supply and distribution 

Sewers and drains 

Landscaping and p eve gres 

Roads, walks, parking, service areas- _- 

Entrance gates 

Contingencies | 

North entrance and steps ‘ 

Memorial 700, 000 61, 120 | 5 105, 340 
i 7, 800 | 1, 000 1, 000 1, 000 














} 





1, 632, 795 295, 388 \_ 532, 142 | 367,315 | 437, 950 


St. Laurent: | 
Walls and fences 52, 152 ? 11, 902 | 3 250 | 10, 000 
Water supply and distribution. _____.- 106/067 {203...-.....] 58, 647 | 30, 000 
Headstones and foundations 415, 652 396, 18, 813 | Pete Soe 
Grading 20, 000 a saci mace’ 5, 000 
OES aR ESET Fiend 5 Bea | 20, 000 
Electrical supply and distribution 12, 000 | 12, 000 | + Dr eo: 
Sewers and drains 7 vhs SSS , 66 SC ces 35, 000 
Landscaping and planting ; 35, 810 | 26, 000 | 109, 375 
Development bluff and shore_.____.__- ‘ D0 set q 260, 000 
Roads, walks, parking, service areas... 
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Revised construction program—Continued 





Estimated 
cost 


Obligated 


Obligate 
1951 


Obligate 
1952 





to 
complete 














St. Laurent—Continued 
Entrance gates 
Contingencies 
Memorial. oe 

Landscape architect, consultants_ 













oR EERIE Eo Ged Se ore 
Water supply and distribution 
Headstones and foundations---_-_--..-- 
SS ee oa Lctatbeccunvabus 
SE EES Se eee ee 
Electrical su »ply and distribution. __- 
Sewers and 
poh mana BCI OLS, scewacauenueue 
Roads, paths, parking, ete 
Entrance gates 
Contingencies - -- ---- 





$35, 000 
286, 453 
1, 300, 000 
14 


3,07 074, 519 


$35, 000 
181, 315 
411, 350 


, 





1, 198, 040 
















i i ict SEL 
Landscape architect, consultants... __. | 


DO hsdecianecewite ads Te a ee 


St. Avold: 
Walls and fences___. wiiie 
Water supply and distribution..--____ 
Headstones and foundations 
SEs SY Sat en ee 
aa cy > aes ere 














20, 700 





20, 000 
50, 000 





2, 286, 704 











Electrical supply and distribution 
Sewers and drains 

RMI Soc go oe ac sinck coun teue 

Roads, paths, parking, etc...__.______- | 
Entrance gates - - 

Contingencies - __ - 
Memorial ieee 




















m: 

ee BI COE iin nk tht ee ceimaee nin } 
Water supply and distribution - .._---- } 
Headstones and foundations ___-_-_-- | 
CEE Ce SORE Se eee | | 
Rn oko. ce incb ou 
Electrical supply and distribution.____ | 
Sewers and drains 

Landscaping 
Roads, walks, parking, etc___. 
Entrance gates _- 
Contingencies 
Memorial_ --- pecan 
Landscape architect, consultants 





$32, 880 
146, 323 
498, 434 


























Henri Chapelle: 

ee ee NB incon nema 
' Water supply and distribution 
; Headstones and foundations-_--_____- 
t OS aT a eoctsbioel 
i NEI i a. Winwk.ciuuncelece-o<e 





i Electrical su + and distribution ___- 

; Sewers and FO gk SE ie Rath Noy ct 

' Landscaping py planting.........___- 
Roads, walks, parking, service areas__- 
Entrance gates ESOS ES RN RR a 
Contingencies-_................- Chante 
Memorial 

















1, 558, 775 



















hich Sal wiieiaesie 


ata aae 







® 
a 

ey 
3 
a 
» 
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Revised construction program—Continued 








Estimated 


cost 


Obligated 


Obligate 
1951 


| 
Obligate 
1952 


Required 
to 







complete 
















; Neuville: 
= | ae aa ane eo 

a Water supply and distribution. ------- 
Headstones and foundations. -----..--- 
ee enim auaaces 








¥ I 6b on'o bc -erdceed an oe Hace 
ye Electrical supply ‘and distribution. - 

2 Sewers and drains.--......-......-..-- 
wa Landscaping and planting ---.....-_-- 
= Roads, walks, parking, service areas__- 
ra | SRSA S I eee es 
=, | Re a EE = 
- dha nage 2 3 a ge Nese 
Ps Landscape architect, consultants -- - - -- 


Suresnes: 
Foundations, retaining wall 
Masonry and stone 
MD Sais Fleas nt acai oe agi due Rsceelaiens 

a CN gi nc hitos didn oohahionie 

Wrought iron 

RET SEAS <4 2 ae ence 

UN OO ee a a a ctediae 

ae eeeenn  , SER AME NPR NEED ANNU acing iar an 28 

Architect and consultants 


























zio: 

Waits and fonoss....... =. 2 cies... 
Water supply and distribution _-____- 
Headstones and foundations 
NN tied os nk toca Wadaunedade 
SO aR AS eS ay SN 
Electrical supply and distribution 
Sewers and drains. _- 
Landscaping and planting Mee oa et 

Roads, walks, quicnets service areas 

Entrance gates 
Contingencies 
Memorial 












Carthage: 
wren Oil FOGOOR ee oo 
Water supply and distribution _-_____- 
Headstones and foundations 
Grading 
a RII EEE fot Sak ees 68 Oe 
Fleetrical supply and distribution 
Sewers and drains 
Landscaping ne 
Roads, walks, parking, ‘service areas__- 
Entrance ERT LC a ae Ae id 
Contingencies 
Memorial “ 
Landscape architect, consultants... __- 
















Walls and fences..........._.-.....---- 
Water supply and distribution ______.- 
Headstones and foundations 









OEE ER PaO a LEN SP ae 
Structures 

ER TS ENTS San ae Ee 
Electrical supply and distribution_-___- 
Sewers and drains __- 


Landscaping and planting 
Dressing stream banks___._......._.-- 
Roads, walks, parking, service areas. 

Entrance gates 
Contingencies 
Memorial 







14, 000 


1, 966, 120 





$59, 000 
1, 000 | 











38, 200 65, 500 
LS eee 
32,885 | 30, 000 

44, 270 | 94, 210 
000 | 100, 910 

hae paket, } 25, 000 
25, 857 | 141, 588 

a ah | 841, 000 
1,000 | 2,000 











"73, 000 
“~""39, 100° 


énesmmwccent 


32, 000 
24, 939 | 
1, 000 | 






$20, 610 
45, 940 
12, 910 














1, 37 9, 668 












155, 825 


304, 739 | 











yy Lae eee 21,000 {..........- 
134, 370 Sct SS 
254,470 | 242,728 | 11, 751 |._.-.------.| 
meets... De iM oe aha, | 
1400 1... 3... ay i ei 

8,000 |. __- woneeee| Ce) RES 

57, 684 | m 47,684 | __- 
202,476 | 25,000 | 77,976. | 24, 500 
9 nae | 49, 754 21, 200 
MO io ocd haa Nasties ist . - * 
ae... |" ""51,024 | 36, 552 

1,000,000 | 114,775 | 430,000 | 205, 225 
12, 500 1, 000 | 


60, 000 





‘2, 161, 358 | 


77, 978 | 


288, 477 | 











045 | 
























$1008 E43... Pee. 3 ae aera, 
35, 895 | 340 | 35, 655 |..... H+) ENS é 
102, 415 | 96, 670 | PI Fas gies lin ok A erencaacne 
ae t...<.-.. 13, 500 |____- |. et. 
88,900 |........-- 90000 435 2:5 5. 50, 000 
7, 850 | 2, 750 | (2 | SARE MPeOe ; 
34, 815 | gaat 24,815 | cere, 10, 000 
106, 214 | 15, 000 | 30, 964 | 16, 2 44, 000 
93, 705 |.......- i, Ge eens 60, 000 
rs eee ee Ap aes, ae 4 | 20, 000 
iacoee |........ aA 30, 344 28, 517 | 52, 025 
600, 000 | 46, 000 | 17,000 287,000 | 250, 000 
10, 000 | 7,000 1,000 1,000 | 1,000 
1, 275, 315 | 

See <  S heeenees | vert aes 
"A See SS Bae 33, 000 
172, 295 33, 000 kt _2 ee eae Pao Ut ; 
py eee eee eee | 30, 000 
| A ee 20,000 |...-...--- .| 87, 900 
2 Es ele se| ere Pee te 
5. Saga ees Bea | Raa TS 
| ky eee ee eee 10, 000 
135, 644 20, 000 26, 400 34, 244 55, 000 
40,000 |... dcop) Cet arbcaet Rees | 40, 000 
| SCS oye ees ae } 101, 000 
2 AAAS) RRR EE Se 20, 000 
fh  Y RRR 45, 969 51, 053 | 86, 081 
700, 000 45,000 |...........- 285, 000 | 370, 000 
11, 500 1,000 8, 500 1, 000 | 1,000 
1, 850, 117 99, 000 455, 839 461, 297 | 833, 981 
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Revised construction program—Continued 











Manila: 
Walls and fences... 
Water supply and distribution 
Headstones and foundations 


Structures 
Electrical supply and distribution 


| 


| 
| 


Sewers and drains__............-...- a 


Landscaping 


Roads, wale and parking._-._.---____| 


Entrance gates 


CS EROS ae | 


Memerial 


Estimated 
cost 


| Obligated 


prior 
1951 


Obligate 


Obligate 
1952 


megiees 


amas 





$163, 410 | 





4, 602, 786 | 


$23, 232 


162, 032 





SUMMARY 








“3236, 000° 
24, 000 
116, 500 


88, 850 
125, 000 








1, 205, 461 


812, 918 | 


2, 422, 375 





Cemetery: 
Draguignan 
Epinal 


Cambridge 

St. Laurent 

Margraten 

eae ep yan 

Hamm 

SS ERE eae 
SR SS, ae saws 
in et ek ul nin setuid 
Ne inna nicctis bb ubdbieplicnva saul 4 
Carthage 


Manila 





$895, 971 
1, 681, 237 
1, 576, 714 
1, 632, 795 
3, 074, 519 
2, 286, 704 
2, 645, 586 
1, 751, 530 
2, 420, 770 
1, 965, 120 

556, 264 

. 161, 358 

, 275, 315 





602, 786 


$72, 675 
387, 890 
263, 951 


99, 000 
162, 032 





$179, 211 
774, 420 


1, 205, 461 








$12, 918 | 


$317, 420 
341, 094 
490, 116 
437, 950 

1, 198, 040 
1, 492, 098 
1, 523, 836 


2, 422, 375 





2 
1 
1, 850, 117 
4, 
0, 





3 377, 786 | 8, 527, 199 | 7, 686,068 5,044,125 | 


14, 119, 798 





General Nortu. We have also asked to be present today General 
Vandegrift, one of the Commissioners, and also Mr. Baldwin, and 
I believe General Vandegrift would like to make a few comments. 

I have nothing further to add, except to reply to any and all ques- 
tions you might see fit to ask. 


General VanpEGRiFT. Mr. 


Chairman, 


at the request of General 


Marshall, I have come up here to make a few comments as to the 
Commission itself, and what we do. 


RESPONSIBILITIES OF THE COMMISSION 


General VanprEGrirr. The Commission, as you know, meets only 
when business requires, and issues its instructions to its Secretary 
who is its executive for the construction of the overseas cemeteries and 


memorials. 
Our work 
landscaping, 
prepared by 
approval by 


involves an unusually complex situation. 
memorial structures, sculpture, and other decorations are 
Americans in the United States. 
the Commission, 


Designs for 


These designs, after 
are sent to our overseas offices, where 


contracts must be prepared and let; nearly all documents must 
therefore be in at least two languages. 

All of the parts flowing from various sources must be fitted together. 
There is infinite detail involved. 
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DELAYS IN CONSTRUCTION 


Abroad, as in the United States, there has been a building boom. 
Competent contractors are not always interested in our work, because 
of the high standards we exact. On occasions their prices have been 
Fy high, and we have repeatedly rejected bids in an effort to lower 
them. 

This has resulted in a little more delay than we originally expected, 
although the delay—and this I would like to emphasize —is several 
years less than after World War I. That war was ended in November 

1918, and first headstones were erected in the Bpt ing of 1927, more 
than 8 years later. 

World War II ended in the summer of 1945 and the first headstones 
were erected in the fall of 1950, 445 years later. 

Similarly, it was 10 years after World War I before construction 
of the memorials was started. Construction of World War I] memo- 
rials was started within 5 years. 

The Commission receives constant and understandable inquiries 
from relatives of the dead buried in our overseas cemeteries, which 
imply their feeling that these should be completed with all possible 
dispatch. With this feeling the Commission heartily sympathizes. 


REDUCTION IN APPROPRIATION FOR FISCAL 1951 


In accordance with the requirement imposed by the Congress last 
year, the Bureau of the Budget reduced the funds appropriated for 
construction in the fiscal year 1951 by 30 percent; that is, from 
$10,000,000 to $7,000,000. Although this is a disproportionately 
high reduction, compared with the over-all reduction which was 
required by the Congress, the Commission has adjusted its program 
accordingly. 

The result, of course, is a slow-down and, in the long run, higher 
cost, both for construction, since prices are steadily rising, and for 
overhead. 

I might also mention that the Commission’s program calls for mate- 
rials needed for the defense program in only a most minor degree. 


CONSTRUCTION OF MEMORIALS 


One of the results of the slow-downs which the Commission par- 
ticularly regrets is the deferment of the consrtuction of several me- 
morials. 

You will recall that the Congress, on July 1, 1948, confirmed the 
Commission’s policy of inscribing on these memorials the names, 
rank, organization, date of death, and State of each of those who gave 
their lives in the war, but whose ‘bodies have never been recovered or 
identified. 

These memorials, then, are the headstones, so to speak, of the 
missing; they are the sole enduring evidence of their country’s appre- 
ciation of their sacrifice. It is estimated that, including the Navy 
lost and buried at sea, there were some 86,000 such missing cases. 

Under the slow-down program which the Commission is following, 
more than 75 percent of these missing dead, including all of those lost 
in the Pacific region, will long remain without commemoration. 
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STANDARDS OF MAINTENANCE 


The Commission continues to receive many unsolicited compliments 
upon the high standard of maintenance of the World War I ceme- 
teries. This reflects the wisdom of the Congress in providing the 
Commission with the necessary means. We also receive many com- 
pliments upon the condition of the World War II cemeteries, in spite 
of the torn-up condition which is unavoidable while work is going on. 

For these reasons, on behalf of the Commission, I urge that the 
appropriations recommended by the President, both for maintenance 
and for new construction, be authorized. Our request for $12,500,000 
was reduced by the President to $4,000,000. I have already men- 
tioned the xcs Ma slow-down in our operations which we can expect. 

In this request General Marshall and all of the other members of 
the Commission concur, and request concurrence by the Congress. 

Mr. Puituips. Thank you very much, General. 

Mr. Baldwin, did you want to make any statement? 

Mr. Bautpwin. I want to endorse what the general has said most 
emphatically, and I want to point to the committee the moral effect 
of our not at least putting on some sort of a show. 

I go abroad every year and I know something about most of these 
European countries, and I think that if we give the slightest sign of 
assuming that this work will not go forward, it will have a very bad 
moral effect on the very program that the Government is now trying 
to initiate in getting them into action. 

I think also, from a personal point of view—and when I say 
“‘personal,’’ I mean from a congressional personal point of view—that 
we should do something for the dead who gave their lives for this 
country. I am not going to be sentimental about it, except that we 
a pm families the choice of leaving the bodies over there for decent 

urial and memorial or bringing them back ‘here for burial here in 
Arlington or their own home cemeteries at Government expense. The 
pattern has been the same in this war and the last war, about 40 per- 
cent have been left over there, and I do not think we can leave an un- 
finished job. 

I know I can speak for the whole Commission when I say that 
there is nobody on the Commission who does not want to do every- 
thing possible for this defense effort that we are now facing. And I 
think that when we have accepted, without a word, a cut from 
$12,500,000 to $4,000,000, it shows our good will in that regard. 

I think that unless you want to hamstring the whole effort, and 
pet a very bad moral effect on our European allies, we have got to at 
east be able to count on the $4,000,000 to carry this work forward. 


I strongly endorse what the general has said and request the per- 
mission of the Commission to say that if I had my way I would have 
asked for more. 


AMOUNT FOR CONSTRUCTION OF CEMETERIES 


Mr. Puiuures. General North, will you straighten me out on this 
matter of the $4,000,000? The reprint of the budget shows $4,000,000 
allowed for the construction of cemeteries, but in this justification 
that I have before me, it shows to me on page 4 as $5,044,000. 

Colonel SHaw. That extra $1,450,000 is a carry-over from the 
1951 budget. 
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Mr. Puiturrs. The Budget Bureau allowed you to carry that over 
and $4,000,000 in new funds? 

Colonel SHaw. Yes, sir. 

Mr. Puiturrs. What else do you carry over? Do you carry over 
anything from any of the other items in functional activity? Will 
you have any other money on June 30, 1951? 

Colonel SHaw. Yes, sir; we will have unobligated funds from this 
year. 

Mr. Puriturres. What will they be, approximately? 

Colonel SHaw. Approximately $7,500,000. 

Mr. Puiturs. Under what account? 

Colonel SHaw. That is under this ‘‘Construction of memorials and 
cemeteries.” 

Mr. Baupwin. I think those are moneys already allocated. 

Mr. Purturrs. Colonel Shaw says they are not allocated. 

Colonel SHaw. I beg your pardon—you are speaking now for 1952. 
There will be no other carry-over. 

Mr. Puriuures. You carried that amount into 1951? 

Colonel SHaw. Yes, sir. There will only be the $1,450,000 carry- 
over in 1952 


REQUEST FOR ADDITIONAL PERSONNEL 


Mr. Putuurps. $1,044,000. 

You are asking for 36 additional people, General. 

General Norra. Yes, sir. 

Mr. Puitures. Will you explain that? 

Colonel SHaw. As to the 36 additional people, we are taking over 


on July 1 of this year, the first day of the fiscal year 1952, one addi- 
tional cemetery, Neuville-en-Condroz, in Belgium, which will require 
15 employees. 

Mr. Puruurps. Let me get this straight, then, before that question: 

How many World War II cemeteries have you already taken over? 

Colonel SHaw. We have 13 of the 14. 

Mr. Puiuurrs. And in the next fiscal year you will take over the 
other one? 

Colonel SHaw. We will take over the last one. 

Mr. Patturps. Which one is that? 

Colonel SHaw. Neuville-en-Condroz, Belgium. 

Mr. Puituips. You just said you were taking over one additional 
cemetery, in explaining your 36 additional personnel. 

Colonel SHaw. Neuville-en-Condroz will account for 15 additional 
employees, and at Manila, which is the largest of these cemeteries, 
which we took over on January 1 of thisyear, we have heretofore been 
largely guessing at how many people would be required, but'‘now we 
have the actual picture, and we find that we will need 14 additional 
laborers for that cemetery. 

Mr. Puiturrs. That makes 29. 

Colonel SHaw. And we want to put in our Manila office one clerk- 
typist and an assistant accounts clerk. 

Mr. Puttuips. You still have five to account for. 

Colonel SHaw. Then we want to put two assistant superintendents 
into World War I cemeteries for training, to get them some experience 
and ready to move in as superintendents as the veteran employees 
retire. Many of them are getting close to that age. 
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Mr. Puriures. How many of these apprentice supervisors have you 
in training right now? 

Colonel SHaw. Well, I would not say we had any. We have two 
or three comparatively young men in there. 

General Nortx. We have none in that status. 

Mr. Puiturpes. You have no men now serving at an established 
cemetery, who are put there definitely to learn, so that they can be 
transferred as supervisors, to another cemetery? 

General Norru. No, sir; that program ended at least a year ago. 
We used several of those to be assistant superintendents in the World 
War II cemeteries. 


Mr. Puitures. But you do want two more to put in that status, for 
future use? 


General Norra. Yes, sir. Our World War I superintendents are 
pushing retirement age. 


Worutp War II Cemeteries 


Mr. Puatuirs. Will you furnish the committee at this point in the 
record with a memorandum of each of the World War Il cemeteries 
and the data as to the date on which you took it over? 

General Norrtu. I can do that; yes, sir. 

(The information requested is as follows:) 

Cemetery 
Cambridge, England July 1, 1949 
Carthage, Tunisia July 1, 1949 
Epinal, France y 1,1949 
St. James, France ». 15, 1949 
. 15, 1949 
. 15, 1949 
. 15, 1949 
. 15, 1949 
Henri-Chapelle, Belgium . 15, 1949 
Hamm, Luxembourg . 15, 1949 
Florence, Italy . 15, 1949 
Anzio, Italy . 15, 1949 
Fort MeKinley, Philippine Islands.......-. 2.20.2... cet. 


. 41,1951 
Neuville-en-Condroz, Belgium__....__--- Be a ANIC See oA Re ae 1July 1, 1951 
1 Expected. 


Date of transfer 


FP Mr. Puitirrs. How many turn-overs have you had since you saw 
us last year, in superintendents, in the cemeteries? 

General Norru. Only one, to my knowledge—and he has not yet 
been replaced. 

Mr. Puiturps. That is, in World War II cemeteries? 

General Norru. Yes. 

Mr. Putturrs. How about World War I. 


General Norru. Since we saw you last year one man has retired 
and has been replaced. 


MIscELLANEOUS EXPENSES 


Mr. Purturres. You have asked for $900 less in travel. Have you 
taken out any specific item that causes that? 

Colonel SHaw. No; no specific item. 

Mr. Puitirrs. When the Budget Bureau took out quite a little 


money, did they take it all out of construction or did they take any 
out of your operating expenses? 
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Colonel SHaw. They took some out of our operating expenses. 

Mr. Puaruuies. How much? You asked for $145,000 operating 
expense. How much did they take out? 

Colonel SHaw. We asked for a total of $887,500, and they reduced 
it to $775,000. That is $112,000 difference. 

Mr. Puruuips. Have you increased your transportation of things 
materially? 

Mr. BALpwin. That is, as opposed to persons. 

Mr. Puiuuirs. That is a reasonably large increase. Why is that 
increased $2,000? 

Colonel SHaw. Well, we are hoping to replace some 8 or 10 motor- 
trucks, old motortrucks that are used largely in World War I ceme- 
tories. 

Mr. Puiturres. That ought not to increase your transportation of 
things, that ought to decrease that, and increase your item of equip- 
ment, No. 09. 

Colonel SHaw. That is for the transportation of them. We have to 
buy them in the United States, and that is for the transportation to 
Europe. 

General Norru. May I interject there? We have the maintenance 
now of both the World War I cemeteries and the World War II 
cemeteries, and so many of the supplies are bought in the United 
States and do have to be shipped over. Our responsibility this year 
and in the coming year is greater than it has been in the past. 

Mr. Purturps. How about your rents, utilities, and so on; you are 
up roughly $700 on that. 

General Nortu. That is based on experience. We were partly 
guessing last year. 

Mr. Puituirs. You have an increase in contractual services of 
$34,635. 

General Norru. One reason for that is, you may recall, sir, that one 
of the World War I memorials was built at Brest to commemorate the 
achievement of the United States N avy in cooperation with the 
French Navy. Before our entry into World War II the Germans 
wantonly destroyed that monument. We have put in for our Gov- 
ernment a claim for reparations for that. Other claims for reparations 
have been recognized and paid by the French Government, and this 
one has not yet been paid. 

However, as a matter of its sense of responsibility, this Commission 
has felt that we should reconstruct at least the base of that memorial, 
that is, that part which goes down the ramparts, leaving the tower 
to be rebuilt in the future when the city itself is rebuilt. We do not 
feel that we should build a handsome monument when the houses 
do not yet have roofs on them. 

So the Commission resolved that the base of this memorial should 
be rebuilt exactly as it used to be, and that is the purpose for which 
that $34,000 is requested. 


Mr. Puiuurps. You introduced your statement by saying that you 
expect to get money back in reparations. 

General Nort. Yes. 

Mr. Puiturpes. Why should not this be paid out of the reparations? 

General Norru. When the money in reparations comes back it 
goes into the Treasury. 
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Mr. Batpwin. May I interject there? The base does not go down 
like an ordinary monument. It is on a promontory and there is a 
public drive use! all the time by thousands if not millions of people. 

Mr. Paruips. As a practical matter, why not get the money out 
of the French Government? 

Mr. Baupwin. I think we will, but that goes to the Treasury. We 
still would have to get the money from the Treasury to reconstruct 
the whole monument, which should be done some day, but, as the 
general points out, not now, until the town is fully constructed. But 
the whole purpose of the monument which is that the base can be 
cared for with this sum, so that the thousands of people who pass 
it will not be ignorant of why the monument stood there. 

Mr. Purtures. | think your item No. 08 is larger than the normal 
increase in a fiscal year, that is, supplies and materials. Is there a 
special reason for that? 

Colonel SHaw. Well, there is paint. We have to keep the wooden 
crosses painted until they are replaced. 

Mr. Puiwuips. That is not costing you all of that money, is it? 

Colonel SHaw. No, that is one item of around $3,000. We have 
cemetery supplies, polishing materials and brushes and cleaning ma- 
terials and small things like that, $2,300. 

Mr. Puituirs. Then you have two items, “Equipment” and 
“Lands and structures.””’ Can you explain them for the record. 
You have increased $25,800 in equipment and you have an increase 
of approximately $7,000 in lands and structures. 

What are you spending that money for? 

Colonel SHaw. That contemplates the replacement of these items 
of World War I equipment, and some of the used vehicles and equip- 
ment that we took over from the Army and which came to us second- 
hand after the Army was through with it in World War II. 

General Nortu. I believe there are some trucks there, too. 

Mr. Puiuures. The general is suggesting that you can find some 
trucks in there if you look. 

Colonel Suaw. In 09 we are asking for two automobiles, passenger 
vehicles, at $2,800. 

Mr. Puiuuirs. Here or abroad? 

Colonel SHaw. Those are for use abroad. 

General Nortu. May I interject, sir, that this organization never 
had had an automobile for its service in Washington. 

Colonel SHaw. And we have asked for replacement of three worn- 
out dump trucks in these cemeteries. 

Mr. Paiturps. How about your lands and structures? 

Will you furnish for the record at this point a breakdown of what 
makes up Nos. 09 and 10 in detail? 

(The information requested is as follows:) 
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BREAKDOWN OF TRANSPORTATION, EQUIPMENT, AND LAND COSTS 


Breakdown of objects 03, 09, and 10 (Appropriation, ‘Salaries and expenses’’) 


03 Transportation of things: 
Cemetery and office supplies (3,350 pounds) -----...----__-- $200 
Waterproofing supplies (350 pounds) --_- ~~~ ---- ee ea he 
Motor vehicle repair parts (500 pounds) --___.____._.--_--_-- 
Tires and tubes t 15,000 pounds) 
Lawn mower repair parts (500 pounds) 
Automobiles (2) 
Trucks (5) 
Mowers, power (29) 
Mowers, edger (17) ; 
Flags and halyards (2,000 pounds) __-___________--_-_----_- 
Household effects on change of station 
(NTT TE SER aiig nt Saya ae SINR se ce a nC 


09 Equipment: 
2 passenger motor vehicles. ........20...2:....--4.-044.--. 
3 trucks, dump 
2 trucks, tractor 
29 mowers, power 
ye ES" TAREBEEEEP AD LS a RA pe am he Dy Sg 2 Re A ede 
5 tool sets, mechanics 
Small maintenance tools 
ES EER ARIS Ee 
15 cabinets, filing 
Office and chapel furniture and furnishings ------.._._---__- 
302 flags, storm 


3,000 feet halyard 
Uniforms for caretakers, purchase and repair 
Miscellaneous 


10 Lands and structures: 
Manure and chemical fertilizer 


ne NN ee c mee es wen cecanansoone 
Grass seed : 
Lime 305 


118, 640 
1 Entered at $17,977 to round-off appropriation total. 


Mr. Puiuurrs. Now, as to lands and structures, you are pretty well 
fixed up with land, and your structures come under another fund. 

General Norra. A lot of those things result from the way we are 
required to do our bookkeeping. 

For example, all of our Wor d War I cemeteries are affected by the 
graves still settling, after all of these years. They have to be refilled, 
and from time to time the lawns have to be made over. We are eon- 
stantly in need of fertilizer. These are two reasons for a large part of 
that item of lands and structures. 

Mr. Puiturrs. General North, why are those graves settling? 

General Norra. Because of a policy adopted by the Army, which, 
by the way, we tried to prevent in this war, that when a body is placed 
in a casket and buried in an overseas cemetery, it must first of all be 
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encased in a big wooden packing case, which leaves several inches of 
free space, and as time goes on, the thing collapses. 

Mr. Puiturps. Even though the casket itself is a metal casket? 

General Nortu. Yes, sir. 

Mr. Puiuurps. They are sealed metal caskets? 

General Norra. Yes, sir. And this Commission asked that pro- 
cedure be discontinued in Europe, and that the caskets be buried 
decently, the way, as I understand it, they are in so many cemeteries, 
but it did not work out that way. 

Mr. Putiuirs. What would you estimate the cost of all those wooden 
cases has been, in World War II cemeteries, roughly? 

General Norra. Sir, I don’t know what those things cost. 

yeah Puriups. The estimated cost of one casket times the number 
of graves. 

yeneral Nortu. Roughly there are buried overseas 107,000. That 
means 107,000 boxes. 

Mr. Puiturps. What do these boxes cost—$25? 

General Norrx. I would not want to give an opinion on the cost. 
It is certainly more than a dollar. They are metal lined. 

Mr. Batpwin. About $7. 

Mr. Puiuurps. That would be $700,000. 

Mr. Harseson. Plus transportation and filling up of the excavation. 

Mr. Puiuurps. That would mean a million dollars. 

Now we come to the operating expenses, which is your principal 
expense, and that is the construction of memorials and preparation of 
cemeteries. I wish I could be quite as optimistic as General Vande- 
grift is on the fact that everyone is pleased with the present conditions 
of the World War II cemeteries. 

General VanpeGrirt. I think I qualified that, sir, did I not, by 
saying “‘Even taking into consideration the torn-up condition of the 
cemeteries.”’ 

Mr. Puruuirs. I think I would go along with you on the statement 
that you have in your justification, that the standard of World War I 
cemeteries pleases everybody. 


ForeIGN Service DIFFERENTIAL 


Getting back to the administrative expenses again, the Foreign 
Service allowance, which is made to a man serving overseas is what— 
25 percent of his salary, or what is the percentage? 

General Nort. It varies in various places. We never pay it 
except to American citizens, and in every single instance I personally 
question it, whether or not it is required by law. 

Mr. Puitups. That is the American citizen who has actually come 
from here and gone abroad, and he is entitled to a 25 percent—or 
whatever the percentage is—addition, in salary? 

General Nortu. Under the law. 

Mr. Puituips. That is for increased living expenses or demands 
upon him? 

General Nortu. May I explain, as I understand it, what happens? 

In some stations, because it is considered to be hazardous living, 
he is given an addition to his pay by law. Manila is an instance. 

In. Europe, however, he is not given that, but because of higher 
living rates he is given ‘a cost-of- living allowance, and a rental allow- 
ance. 
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Mr. Tuomas. Do all of the people in the foreign service get it? 

General Norru. They all get it, even in Manila, in addition to the 
hazardous living. 

Mr. Puiuuips. Suppose you hired in Manila a native to work for 
you in the cemetery. Would you pay him that 25 percent? 

General Nortu. No, sir. 

Mr. Puiuurrs. The report has come to the chairman and the rest 
of us that that is being paid by some of the agencies in Manila, 
operating in Manila. 

General Norra. If it is being paid, sir, it is being paid not only 
without my knowledge, but in violation of my instructions. 

Mr. Puiuuips. Don’t misunderstand me, General-——we are not saying 
it is being paid by your agency, but it is being paid by some agencies. 

General Norra. We have definitely indicated that we are to pay 
the prevailing wages. 


PosTPONEMENT OF MEMORIALS AT CERTAIN CEMETERIES 


Mr. Puruurres. Now, to come to the question of the cemeteries. 
When the President, through the Bureau of the Budget, reduced your 
request by some $8,000,000, did the Bureau indicate which of the 
cemeteries you were to delay? 

General Norra. Yes, sir. 

Mr. Puiuurps. Have you that in here? 

General Norra. | have not stated, sir, specifically, but it may be 
inferred; and I can tell you at this time the Budget Bureau’s wishes 
were that we should go ahead with these other cemeteries, per se, 
that is, the ground work. 

Mr. Putuuips. ‘That is, the leveling? 

General Norru. And the headstones, and the utilities buildings. 

Mr. Puriuips. And the topsoil and seeding? 

General Norra. And the planting. 

But we are to delay the memorials, and to slow down all of our 
work so that we would make less annual demand upon the public 
funds. 

Those which have been postponed indefinitely are the memorials 
at Margraten, St. Avold, Hamm, Henri-Chapelle, Neuville, and Fort 
McKinley. 

DELAY IN LEVELING OF CEMETERIES 


Mr. Puttures. Is the leveling all done in all the cemeteries? 

General Norru. No, sir. 

Mr. Putuutps. Which ones are not done? 

General Norru. It is going on in all of them at this time. The 
nearest to completion is Draguignan. 

Mr. Puiutuirs. Why should there have been so much delay since 
last year? 

General Norru. The leveling was not completed at that time, sir. 

Mr. Pariires. Why should it take more than a year to do the 
leveling? 

General Nortu. Because the landscape architects had not yet 
furnished their plans for gradinz, outside of the burial areas. We have 
concentrated on the burial areas and we are now putting in headstone 
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beams, and that work takes time; that work is approaching comple- 
tion, and that is where the leveling principally is going on. 

Mr. Puruuips. In the burial area itself? e are not talking about 
the leveling on the adjoining areas, but in the actual burial ground 
itself? Are they all leveled? 

General Nortu. No, sir; it is under way at all of them. In some 
cases it is complete. And again I revert to this matter of putting in 
headstone foundations. Headstone foundations have been completed 
at six cemeteries and are in process at six more, and have not yet been 
started at Neuville, of course, and we are surveying for that at Fort 
McKinley. 

Mr. Patties. Of all the World War II cemeteries, how many of 
them have a good grass plot grown in the grave section? 

General Nortu. None of them, sir. By our specific instructions 
we are putting cover crops on, and that will go on until the end of at 
least this year. Late this year, probably, or possibly next year, we 
should put the final grass seed in there. 

Mr. Putiiurps. Of the cemeteries, how many did you have at the 
beginning of fiscal 1951. 

Colonel SHaw. We had 12. 

Mr. Puruurps. Don’t you think it would have been possible to put. 
a grass plot on the 12 cemeteries leveled? 

General Nortu. A cover crop? 

Mr. Puiuurps. Not a cover crop, but a good grass, a started grass. 

General Norru. No, sir; because we had to get the headstone 
beams and water-supply systems in. We do not want to be chewing 
that up all the time. 


MoveMEnNtT oF BopisEs 


Mr. Puiturrs. How much movement of bodies have you had in 
this fiscal year? Or, you can say in the last calendar year, if you 
want to. 

General Norru. The Army has made, I suppose, less than 200. 
They take up “Unknowns” for identification, and sometimes return 
them and sometimes send them home, if identified. We have had 
relatively little disturbance from that cause. 

Mr. Puituips. Do you think that that is about completed now? 

General Norru. It is due to conclude on the last day of this year. 


APPEARANCE OF CEMETERIES 


May I make a statement, sir, concerning the appearance of the 
cemeteries? 

I would like to say something concerning one cemetery in particular, 
at St. Laurent. 

We have received two adverse reports as to the condition of the 
lawns, and one of them came through you. 

Mr. Puiuips. I think, General, both must have been from my 
district. 

General Norru. No, sir; one came from Washington. 


On the other hand, in our files, we have unsolicited compliments, 
upon the appearance of virtually every cemetery, including St. 


Laurent, and I doubt if we have in our files four adverse comments. 
Do we, Colonel Shaw? 
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Colonel SHaw. No more than that. 
General Norra. We have many more unsolicited comments which 
are complimentary. 

We post big notices at the cemeteries and warn thevisitors that 
they are under construction, and to please bear that in mind. 

We do recognize that people who go there come with a heavy burden 
of grief and are apt to exaggerate conditions. They may not under- 
stand building construction, and so much do I appreciate that, that 
last year we drilled all of our superintendents in this: that while work 
was going on on the headstone foundations, they worked like a fire 
alarm. As soon as the visitor comes in, they invite him into the 
office, and find out which grave he wants to see. They blow a whistle 
or ring a bell and send a crew out there to clean that grave off; they 
even had prepared a little portable white picket fence which they put 
around it. 

We realize that it may be the only visit that these relatives will ever 
make, and we try to make the grave as presentable as we can for them. 
They see that we are thinking of their feelings and that we have done 
the bat we can while the building is going on. 

Mr. Puitires. How much were you delayed in the completion of 
the cemeteries by the delay in waiting until the Army turned them 
over to you? 

General Norru. Well, sir, we can say that in one sense we were 
delayed for the entire period between the end of hostilities and June 
26, 1946; when the Commission’s authority was extended to World 
War II because had we been authorized to act with the Army, then 
the day that the war ended and the Army knew that we were to have 
responsibility for the cemeteries overseas, we instantly could have 
engaged our architects and started our planning. But nevertheless 
you cannot build a cemetery until the last body, virtually, has been 
exhumed. That program, by the way, ends on ‘the last day of this 
year, so it is still not quite completed. 


MEMORIAL CONSTRUCTION PROGRAM 


Mr. Purtures. In the construction program, you have in here some- 
where the figures of the year-by-year demands upon the Treasury, 
for upon the taxpayers, so to speak, for the building of these memorials. 

General Norru. Yes, sir. 

Mr. Puitirps. Does that need any revision as a result of the 
Budget Bureau’s reduction? 

General Nortu. No, sir. This schedule was prepared at the sug- 
gestion of the Budget Bureau in order that we could intelligently 
apportion the funds which we knew we would have now for 1951, 
and which we hope we shall have for 1952, in order that we may fit 
our program to the available funds; it involves the slow-down of which 
we speak. 

Mr. Puitures. The program which I refer to is on page 9 of your 
justification. You carry it for prior to 1951, obligated in 1951, to 
obligate in 1952, and then you carry over $14,000,000 balance. 

General Norra. Yes, sir. 

Mr. Puitures. That is the balance of your program. How long 
will it take you to exhaust the needs of that $14,000,000 program? 
How many more years? 
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General Norru. As a rough estimate, 2% to 3. years, sir. It might 
take longer, but I think 2% to 3 years. 

We will go ahead with our plans for memorials, and if on the Ist 
of July 1953 we could let contracts for the work, even the biggest 
memorial, at Fort McKinley should be completed in 3 years. 

Mr. Paiires. Does your construction fund for next year include 
any monuments or any individual memorials to groups or services, or 
any monuments of that kind, separate from a cemetery? 

General Nortu. No, sir. 


MEMORIALS TO BE CONSTRUCTED IN 1952 


Mr. Puiuures. And tell me again now many memorials, or how many 
buildings are in next year’s funds for cemeteries? It is all in here, but 
I want it together at one point in the record. 

General NortuH. Nine will be going on, sir. 

Mr. Tuomas. Six of them have been discontinued? 

General Nortu. They have been indefinitely deferred, six of them. 
Those going ahead will be at Draguignan, Epinal, St. James, Cam- 
bridge, St. Laurent, Anzio, Carthage, Florence and, Suresnes, near 
Paris. 

Mr. Puruuips. And yet by delaying both Anzio and Florence 

General Nort. That is to be in that fiscal year. In Florence, we 
plan to start in 1952. 

Mr. Puituirs. But not Anzio? 

General Norra. That we plan to start within the next couple of 
months, 1951. 

WATER SUPPLY 


Mr. Purituirs. Now, coming back to your water supply for a 
moment, you were having some difficulty with your water supply. 
I think this committee would like to know what assurance we have, 
if we put this money into the cemeteries, that the water supply will 
be assured? That was not settled a year ago. 

General Norru. Our work is well along. We have reports from 
France that in the case of Graguignan, wells have been drilled and an 
adequate supply is available. The same is true at Epinal. 

At St. James, our borings were not adequate, and ironically enough 
they had to suspend boring because the sites were flooded. 

At Cambridge we have an adequate municipal supply. 

Mr. Puiturps. You have a supply now, but have you an assurance 
of a future supply? 

General Nortu. Yes, sir. We have, as a policy, declined to enter 
into negotiations for supply of water with the municipalities unless we 
ourselves felt, or assured ourselves, that the resources of that com- 
munity were adequate to give us what we needed in time of drought, 
when everybody else needs it. 

The situation at St. Laurient is similar to that at St. James. The 
wells are not producing adequately. 

At Margraten we have a municipal water supply. 

At St. Avold, we have drilled our own wells with an adequate supply 
assured from our own wells. 

At, Hamm, we bave a municipal supply assured. 
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At Henri-Chapelle we don’t know. That is a peculiar situation. 
We think it is wet country, but they are short of water. However, 
there is a reservoir in a somewhat-distant large community from which 
we expect to draw water; but again, I have pointed out only yesterday 
to our overseas office to be sure that we can get it in time of drought. 

At Neuville, we don’t know yet, because we have not taken over 
the cemetery. 

Mr. Puttuirs. But that is not on your construction list for next 
year. 

; General Norru. No, sir; that is postponed to 1953. 

At Anzio we have an adequate supply from a stream plus a municipal 
supply, for our purposes. 

At Carthage we have an adequate supply from a municipal supply 
from dams which carry far more than the communities require. 

Mr. Puituirs. Have you carried through a dry season? Have you 
records on the rainfall? 

General Norra. No, sir; we do not have any records, but since 
the war additional dams have been built by municipalities. 

Mr. Puiuurrs. And you have a guaranty? 

General Norra, We have ,a guaranty. Every time we harp on 
that*subject, that when drought comes we know that they will want 
it, and we want the assurance that we will have water. We have that 
assurance. They recognize that problem and assure us that we can 
have that water. 

At Florence, we have drilled our own wells and we have an adequate 
supply. 

At Manila we are drilling our second well. The first will give us 
more than half of our needs and we have every reason to believe that 
the second one will give us even a little more than we need. 

I feel that the water situation is very satisfactory, except in one 
case; in the case of Henri-Chapelle, I am a little doubtful. In the 
others { have confidence. 
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JUSTIFICATION FOR ContTINUED Construction UNpbER PRESENT 
Worutp ConpbiITIons 


Mr. Puiiurrs. The Nation faces somewhat of an emergency, the 
principal difficulty of which is the uncertainty. Why should this 
committee appropriate large sums of money for an area in which 
some people think we will be fighting a war within the next year? 
In other words, why should not this committee, with complete sym- 
pathy for your program, say: Wait 6 months—or whatever you want— 
until we see just what is going to happen, before starting on so expen- 
sive a building program? 

General Norrn. Well, sir, for one thing, General Vandegrift has 
mentioned the letters which we are constantly receiving from people 
who personally are interested in these graves. 

Mr. Puiuuips. I think they want the grass and leveling and head- 
stones as much as they want the memorial chapels. 

General Norru. Then we are constantly receiving letters saying: 
“What are you going to do about my boy whose body was never 
found?” 

What tangible evidence is there that this man hasn’t just been 
forgotten? We feel it is a morale problem, more so at this moment, 
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when we are talking about universal military training. Each man 
hopes he is not going to be killed, but their families inevitably have it 
in the backs of their minds. If, then, the country sends this man out 
and he dies and he is forgotten, it is not good for morale, sir. That is 
one point there. 

Now, as for your other question, as to the European question, the 
military authorities expect that there will be a war in Europe this year, 
you said? But I doubt if you meant to be as precise as that. We 
recognize its possibility. 

Mr. Puiuurrs. I have heard it from two radio commentators, that 
we are going to have it in 90 days. 

General Norvu. If they qualify as military experts. But seriously, 
sir, as Mr. Baldwin says, if we show an attitude of apprehension in 
these countries where we have a solemn duty to perform as a Gov- 
ernment, that also is not to be recommended, as I can see it. 

Mr. Batpwin. I would just like to interject that even if we do 
spend this limited amount—and mind you, this is much less than I 
think we ought to spend, and I recognize just what you mention here— 
our history shows that even the Germans in the last war treated our 
cemeteries with great respect, and we found little or no war damage. 
In fact, they threw guards around them to make sure there was not 
any. Ido not think you would find that this would be money thrown 
away and blasted to bits. There are not any of them in places that 
would necessarily be strategically bombed. 

I think the question of morale is extremely important. I think we 
could make a continuation of our gesture at least as much as possible, 
to make these people abroad realize that we are confident everything 
is going to be all right, no matter what we may think privately. 

| happen to be an optimist, anyhow, but I may not have all the in- 
formation the radio commentators have. 

Mr. Puiuures. What is the policy of the British Government in 
connection with their men who die abroad? Do they move the bodies 
back to Great Britain? 

General Norts. They move no bodies back to Great Britain, sir. 
They do concentrate them into cemeteries, most of them very much 
smaller than ours. They move them shorter distances than we do. 

Mr. Puiuures. Do they build large and expensive memorials? 

General Norra. Yes, sir; they have a very ambitious project on 
World War II, about which I testified last year, I believe. 

Mr. Bautpwin. In southern France and Italy there is one of the most 
elaborate ones I have ever seen. 

Mr. Paruiips. My impression was that the French have two graves 
for some of their dead. Isay that respectfully. If they take a soldier 
out of a military cemetery, they do not disturb the whole plot or design 
of the cemetery, his grave remains there. However, he is actually 
buried in the home cemetery where the family lives. 

Mr. Batpwin. There were very few cases of that. Later on, the 
families, because of change of nearest of kin, buried them. Actually 
I know something about that matter. There are a few where they 
did that, but they did leave the grave intact, so as not to disturb the 
cemetery. 

Mr. Tuomas. I would like to make one suggestion to General North 
in the future. I wonder if from now on you would be good enough to 
expand your justification, say, in every category. Take your per- 
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sonnel, for example, and break it down into your various cemeteries, 
giving it by locations, and the number there, and the green sheet with 
it, and completely justify in detail your other subjects. 

General Nortu. We will be glad to do that, sir. 

Mr. THomas. And when you get to your construction, you might 
give us a little more information in detail on that, too. 


Construction Funps Impounpep, 1951 


What was that figure that the budget impounded on construction 
for 1951? Did I understand you to say it was $3,000,000 or $1,000,000? 

Colonel SHaw. $3,000,000. To be exact, $2,990,000. 

Mr. Putuurrs. In the reduction program as required by the Bureau 
of the Budget, do you plan to make any reduction in Mr. Harbeson’s 
, Department? Do you plan to make any reduction in the costs or the 
design or size of the memorials? 

General Nortu. No, sir. 

Mr. Puiuurps. Or do you simply plan to take the plan already de- 
termined by your Commission and carry it on? 

General Nortu. We are so far committed, that this was a parti- 
cularly unfortunate time for us to stop. Our architects are so far 
along that it would cost more to reduce the force and lose the benefit 
of much of that work. 

A Then there is the inevitable problem that costs will go up while 
we delay. 


a 
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PERSONNEL IN WASHINGTON OFFICE 


Mr. Puiuures. I saw here somewhere—and I do not see it at the 
moment—the number of people detailed in your Washington office. 

General Nortu. Civilians, sir? 

Mr. Putuuirps. Either one. 

General Norra. We have five officers of the Army, and one of the 
Air Corps, and myself; I hold a Presidential appointment, 

Mr. Puriurrs. Do you mean you are one of the five? 

General Nortu. No, sir; I bring it to six. 

Mr. Puiuurpes. And Colonel Shaw? 

General Nort. He is one of the six. 

Mr. Puitures. What do you do with six officers down there? 

General Nortu. I would like to explain that. 

Mr. Puiturpes. How about your civilian employees? 

General NortH. How many do we have, Colonel Shaw? 

Colonel SHaw. At the present time we have 16 civilian employees. 

General Nortu. The officers are engaged in the following jobs: 
I am the secretary and we have one officer, who is my technical as- 
sistant, who goes over the dozens, or scores, or hundreds of plans that 
come in from architects, sculptors, and engineers in this country and 
abroad, to advise me. 

Mr. Puitures. Doesn’t that end pretty soon? Haven’t you most 
of the designs and plans ready? 

General Nortu. No, sir. 

We have Colonel Shaw in charge of the administration of the office, 
and he acts as comptroller for the entire Commission. 

We have one officer whose job is to furnish us with the historical 
information which is to go on these memorials, and that is a major job. 
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It means getting each of the armed services to say what they think 
should be commemorated, and then we coordinate it and give the 
architects working drawings. 

Mr. Puruures. Did your office write the historic statement for the 
Bastogne Memorial? 

General Norru. No, sir; we did not. 

Mr. Puiturps. Do you care to comment on the accuracy of that? 

General Norru. There are some statements made in that which are 
open to interpretation; I prefer to say it that way, sir. 

Finally, we have three officers doing the most important job of all, 
obtaining from the Army and verifying the data which is to go on the 
headstones, and that is then printed on forms which go to the quarry- 
men, who cut those things, and I may say that in our office that 
information is checked at least three times. 

Mr. Puiturps. Have you had the necessity of correcting any of it? 

General Nortu. I was about to comment on that. We have had 
26 mistakes out of something like 40,000 of these things. 

Mr. Puiuures. That is rather high for you, General. 

General Nort. Thank you, sir. 

Also, those same people will next go into getting the data for the 
missing, in the same way. 

I might add at this point that only yesterday I asked for our over- 
head cost for construction and am proud to say that it is 4 percent 
on our construction program. That, however, favors us.a little bit, 
because there are certain things we get for nothing, like some of our 
office space, and the Army officers working for the Commission. 

Mr. Puiturs. How do you get space for nothing? 

General Nortru. Well, we have that building in Paris, for example, 
and we get that for nothing. We get our office here for nothing. 

Mr. Puituirps. You get it out of counterpart funds? 

General Nortu. Yes; but I mean it does not come out of the money 
you gentlemen recommend appropriations for. 

I did not quite finish the personnel. 

Ten of our civilians are engaged in that work of obtaining the 
information on the headstones and lists of the missing. 

Mr. Purturrs. Is there not an increase in that for next year? 

General Norrnu. There are four new ones. 

Mr. Puruures. What will they do? 

General Nortnu. They are asked for on account of this 86,000 
unidentified missing that General Vandegrift mentioned. We expect 
to get into that this next year. 


TRANSPORTATION COSTS 


Mr. Yates. I notice in ‘“Transportation of things” you talk about 
transportation costs on trucks. What is the cost of a truck delivered 
to the cemetery? 

Colonel Suaw. I don’t know; we never buy them delivered. 

Mr. Yates. Don’t you have them in your justification? 

Colonel SHaw. What do you mean? 

Mr. Yates. As I understand it, you propose in the justification, to 
purchase some trucks for delivery to some of your cemeteries across 
the water. 

Colonel SHaw. Yes, sir. They are delivered at New York, and 
we pay transportation from New York. 

Mr. Yates. Who does the buying for you? 
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Colonel SHaw. We buy them. We do our own buying, or we ask 
the General Services Administration to get bids for us and award 
the contract for anything of that sort. 

Mr. Yates. Then you do know what the cost of a truck is to you? 

Colonel SHaw. Oh, yes. 

Mr. Yates. What is the figure for the cost of the truck delivered 
across the water? Don’t you know the transportation cost? 

Colonel SHaw. Well, we average it at about $500 from experience 
in shipping previously. 

Mr. Yates. What comprises this item that comes under ‘“Trans- 
portation of things’? ~As I understand Congressman Phillips’ ques- 
tioning on that point, you stated that it included the transportation 
of trucks, and then the comment was made that it should have been 
in ‘‘ Equipment”. 

Colonel SHaw. That is ocean transportation. This is a separate 
item. 

We pay for a truck delivered at the seaport, New York, and then 
the Government dispatch agent ships them for us. They are shipped 
commercially, and we pay the transportation costs. 

Mr. Yates. Where do you get the figure, for instance, on page 4 
of your justification? Where do you get this figure of $8,570 for 
“Transportation of things?” 

Colonel SHaw. We arrive at it on the basis of the number of trucks 
and machines and other equipment and supplies to be shipped; there 
are three automobiles provided for. 

Mr. Yates. How many trucks are included in that figure? Three 
automobiles and how many trucks are included? 

Mr. Puruurres. Do you have that there? 

General Norru. May we send you that by letter, Mr. Yates, in 
order to avoid wasting time? 

Mr. Yates. I would assume you would know how many trucks you 
were purchasing. 

Colonel SHaw. Five trucks and two automobiles, in our mainte- 
nance appropriation and one automobile in the construction, and then 
there are 29 power lawnmowers that we have to pay transportation 
costs on. We have asked for 15 filing cabinets which will be purchased 
through Federal Procurement, and the shipment will be at our 
expense. There are flags—all such things as that which we purchase 
in the United States we have to pay transportation to Europe on. 

Mr. Yarss. Is all of that encompassed in this figure of $1,400, under 
item 09, ‘“Equipment’’? 

Colonel Suaw. No; that is equipment, one automobile, in our con- 
struction appropriation; and we have supplies. Practically all of our 
office supplies for our overseas offices. 

Mr. Yates. That is another item. 

Colonel SHaw. But the transportation all goes in this item, No. 03. 

Mr. Puituips. He asked about 09. 

Mr. Yares. All of these things you just testified to, that you were 
purchasing, lawnmowers, trucks, and automobiles, are those items 
included within the No. 09 item on the equipment? 

Colonel Suaw. Yes, sir. 

Mr. Yates. Are $1,400? 

Colonel SHaw. $1,400? No. The item “09” is this—— 

Mr. Yares. Is that the increase over 1951? Is that what that is 
supposed to mean? 
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BREAKDOWN OF TRANSPORTATION, SUPPLIES, AND EQUIPMENT 


Mr. Puiturps. It may be well to insert in the record at this point 
an itemized breakdown of just what makes up items 03, 08, and 09. 

General Nort. I believe we can supply that. 

(The information requested is as follows:) 


Breakdown of objects 03, 08, and 09 (Appropriation: “Construction of 
memorials and cemeteries’) 


03 Transportation of things: 
Ts EEE ES SSR OATES SEER TE PRS cea pes $500 
Household effects of officers on change of station. _-.........__- 2, 070 
Supplies, equipment, and materials for construction (including 
such items as flagpoles, which the Commission finds difficulty in 
obtaining in Europe, models of sculpture by American artists, 
and other elements which go into the cemeteries and memorials) 














purchased in the United States and shipped overseas - - - __--- 6, 000 
8, 570 
08 Supplies and materials: 
SELLE SER GES EGE ON LE, IIT GE SAN ASOT SET 3, 100 
ES RSPEI DAO a Rae PR RCE TGS, il ear all ie 1, 369 
Repair parts for motor equipment -____._.........---.------ 2, 610 
sc imac Macias wm S weemiam ae a eee eens eat 400 
IRN gS 035s 0:-5ccastee suspic ity ad Aecin aanben a Meas anaes nabiaad 1, 740 
9, 219 
09 Equipment: 1 passenger motor vehicle__.._.........------------- 1, 400 


Mr. Tuomas. Are there any further questions? 
If not, we thank you gentlemen very much, all of you. 


General Norra. Thank you, Mr. Chairman. It has been a pleasure 
to be here. 


Fripay, Fesruary 16, 1951. 


COUNCIL OF ECONOMIC ADVISERS 


WITNESSES 


LEON H. KEYSERLING, CHAIRMAN 
JOHN D. CLARK, VICE CHAIRMAN 
BERTRAM M. GROSS, EXECUTIVE SECRETARY 


Funds available for obligation 





| | 
1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS 











De 00 III ciao sto 6 tts we ote pbtinbucnnnione $300, 000 $300, 000 $375, 000: 

- Unobligated balance, estimated savings_............-.-------- ST Richdngiama once chcvegintsaamnees 

BUR SING GIB S 6 iting oe msec cncdvanccensonseed 299, 660 300, 000 375, 000: 
REIMBURSABLE OBLIGATIONS 

Reimbursements for services performed__---_........--...------ I This brie ntsatchocmcdehes 





is oa enon reads aicdeebabiadenon 301, 521 300, 000 375, 000 
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Obligations by activities 



























































































executive secretary. 


If you have a statement for us, Mr. Chairman, we will be delighted 


to hear from you. 


: Description 1950 actual | 1951 estimate | 1952 estimate 
4 _ DIRECT OBLIGATIONS 
q pM TERE CEP ES) BRIED he ee $299, 660 $300; 000 $375, 000 
] ‘ REIMBURSABLE OBLIGATIONS 
4 os eriesie tne nach wrens ocho tihen<sseucin BR henna hheseelgeeennenene<o= 
q NN i i i 301, 521 300, 000 375, 000 
4 
4 Obligations by objects 
q Object classification 1950 actual | 1951 estimate | 1952 estimate 
4 SUMMARY OF PERSONAL SERVICES 
: Total number of permanent EERE BO 36 36 46. 
4 Full-time equivalent of all other positions... _____- sina linden nidiintealnet Reis ie winine deans 1 
; Average number of all employees. ............._.-._---------. 34 36 7 
Personal service obligations: 
s I PII oe eee $250, 603 $255, 000 $315, 000 
E Peeeeeeuee aie Somnerery positions... see tenn een cd sewenseccfanccncnnenccee 4, 000 
- Regular pay in excess of 52-week base....-......-....-. ap SR Rabe 1, 000 
: Payment above basic rates...................-.-..--__.- 2, 574 2, 500 2, 500 
x Total personal service obligations. _............._.__- 254, 146 257, 500 322, 500 
ig aaa S Seni 
i DIRECT ORLICATIONS 
# CR EDEN RE ETRE C= Sid 2 Se 252, 285 257, FOO 322, 500 
Eas 02 Trave Cisse cu Getetcadcuusecan Seat <p dncimdncewouk 2, 619 2, 800 4,000 
& 04 Communication services.................-....-.....--...- 3, 770 4, 000 5, 000 
ba 06 Printing and reproduetion..._..............-............ 18, 058 20, 500 21, 500 
& 07 Other contractual services. ._..........._.-. 11, 502 4, 900 9, 900 
Services performed by other agencies................_- 6, 600 6, 600 6, 600 
One SION i, oo orca oo Rcwccocuene 1, 989 2, 200 3, 000 
4 NEE ORCS et ene aly ae Ree CRE a eRe 2, 837 1, 500 2, 00 
io Total direct obligations. -_....................-.-...-.- 299, 660 300, 000 375, 000 
8 REIMRURSARLE ORLICATIONS 
a eT ge desditmemnabeance LS SS Ree IS aie eed 
iS atet ORME RS iinccicae nisin dorcnesntiacaiinanse 301,621 | 300, 000 375, 000 
2 Mr. Tuomas. We have the pleasure of having with us the Council 
_ of Economic Advisers. We have present the very distinguished 
| Mtr. Keyserling, chairman; Mr. Clark, vice chairman, and Mr. Gross, 


GENERAL STATEMENT 


Mr. Keryseruina. Mr. Chairman and members of the committee: 
I would like to say a few things orally 
and then answer questions, either about our administrative budget or 
about any aspect of the economic problems of the country you may 


I have no written statement. 


be concerned with. 


I want to make a little plea in the beginning. 
tendency to think that an agency is unimportant because it is small, 
and I am well aware of the fact that this committee, which has to 
deal with billions of dollars, may regard an agency which has a budget 
running from $300,000 to $400,000 a year, more or less, as not only 
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small but unimportant. But let me say here and now I think one of 
the ways we might get more useful economy in the Government is if we 
would recognize that an agency’s importance does not necessarily 
depend on being big or getting bigger. One of the things that has 
impressed me over my years of watching the situation here is the 
extent to which there is a feeling that an agency proves it is useful 
by getting bigger. 

We have tried not to do that. I think we have been mindful of the 
problem of economy and have made a good record on economy. I do 
not want to review what you already know, that there have been times 
in the past when we used considerably less funds than we asked for, 
but I want to give you one telling example of a conscientious desire 
to be economical in our small agency. 

You all know a little while back there was an authorization to 
increase the number of so-called “super’’ jobs in the Government by 
400. I do not think there is any agency in the Government that 
could have made a better case for some of those jobs than we could 
have, but after careful deliberation we did not make a single request 
of that kind. And when we saw the list of 400—and I am not saying 
this critically of any other agency—when we saw the number of 
agencies that made requests of that kind and the point to which those 
classifications extended, we were faced with the situation that we 
simply had people on our staff whom we could not possibly retain in 
the face of the fact that numerous other agencies had people at grades 
of responsibility which by any test were three or four grades below 
ours and were not only able but were actually trying to draw off our 
people. 

I am not implying any criticism of those agencies. That is finally 


in the hands of Congress and the President. [I am simply saying that 
this is one small indication that we have tried to do our job economi- 
cally. 


TRAVEL EXPENSES 


Take the matter of travel expense. I am going to show a little 
later on the extent to which our work has been of interest to the 
business communities throughout the country and how we have 
gone around meeting with them. I think, in terms of the number 
of places to which I have myself gone, that the extent to which I 
have required the inviters to pay the expenses instead of having the 
Government pay them might almost be regarded as a record. I 
will say in a general way, from my own experience—and again with- 
out being critical—that to have followed the more common practice 
would have cost our agency, if we had the money, $10,000 or $20,000, 
at least, to perform a comparable asked-for—not solicited—service. 

We have absolutely no publicity at all, and we have to prepare 
our own writings, and we do not have people writing speeches for us 
when we go out. We get the information ourselves, and we write 
our own speeches ourselves, and we get the information we need 
from our own professional people without the benefit of publicity 
resources, and we do it only in response to requests. 


ECONOMIC INDICATORS 


Another thing we are doing by way of economy is indicated by the 
fact that we have utilized other resources wherever we could to get 
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part of this job done. Take this “Economic indicators” with which I 
think most of the members of the committee are familiar: that is 
really a service to business, circulated monthly by the Joint Committee 
on the Economic Report. Under our arrangement, we do the staff 
work; the Department of Commerce amides the charts; and the 
Joint Committee on the Economic Report publishes the document at 
its expense. You may say “What iiicanee does it make? It is an 
expense that arises no matter who does it.”” I am certain if, instead 
of utilizing our small central agency to bring some of those things to- 
gether, that service, which is regarded as a necessity by the business 
community if undertaken by the Joint Committee on the Economic 
Report, by the Department of Commerce, and by us separately 
instead of by utilizing our small central resources, would cost three 
or four times as much. 

If I wanted to take more of the committee’s time, I think I could 
give numerous illustrations of economy. I simply want to make the 
point that the fact that we are a small agency, that we are a coordi- 
nating agency, that we are at the center of vast and complex problems 
and responsibilities, if you look at it from the point of view of the 
dollars and cents, our work does result in very important savings which 
come from bringing vital studies and analyses together at one point 
instead of repeating at many points the same kind of work. 


REPORTS ON ECONOMIC CONDITIONS IN VARIOUS PARTS OF COUNTRY 


Another example of how we have marshaled a lot of resources to 
do our job at very small cost to us lies in reports we have stimulated 
on economic studies in various parts of the country. We started 
one in the South, one in New England, and one. in the Southwest. 
That has cost us a minor sum, reflected in our budget. But the cost to 
us has been very slight, because we have been able to marshal for 
that task representative people in the regions themselves who, with 
the benefit, again, of our coordinating resources, have done most of 
the job. 

I have before me, just as an indication of the fine quality of work 
being done, a report submitted by the New England committee, which 
I venture to say, upon study, will prove to be one of the most useful 
and valuable studies, not in Washington but in the field, not by Federal 
officials but by local people, of their problems and what they need 
to do to meet them. 

To give you an illustration of the kind of people we brought into 
this work, the chairman of that committee is Professor Gragg of the 
Harvard Business School, a very accredited man in the business 
community and who, in addition, was one of the chief advisers of 
Donald Nelson and other men during World War II. Also taking 
part in the study are representatives from the universities of the 
various States concerned. There is a representative from the business 
community of New England, a vice president of the Federal Reserve 
Bank of Boston. And the same thing has been done with respect to 
the Southeast economy, and that project is moving forward. 

Now, I want to say we seem to be moving in a sort of a circle where 
the more economical we are the harder we find it to get an appreciation 
of our work and to get what we need; because, instead of seeming 
important through growing larger, actually we have fewer employees 
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now than we had in 1948. We are more or less an organization of the 
Government entrusted with an important task, and regardless of 
what the work has been or may be, we always intend to keep very 
small, and we have done that in the past, I think, very scrupulously. 


FUNCTIONS OF THE COUNCIL 


Coming now to our function, it is perfectly obvious that when Con- 

gress set up a group to serve as what might be called a general 
economic staff within the Government, the purpose was that we should 
take the responsibility and be willing to face the responsibility in 
helping to work out and give advice on those problems which could 
not be solved by a separate agency. Most agencies deal with specific 
things, while we have to look at the whole picture and bring it together 
in much the same way as a board of directors of a corporation on the 
executive side, not losing sight of the forest for the trees. I think to 
the extent that there is a common appreciation of that service and 
function, we will find the key to what will prove to be one of the biggest 
savers not of millions but of billions of dollars and possibly even of 
lives in the defense mobilization effort. 
‘Let me indicate more specifically to the committee how we have 
been called upon—and I say “called upon, “not volunteered—by 
other agencies in this effort to help them with their work. First of 
all, when the National Security Resources Board was coordinator in 
the defense effort, instead of setting up what they otherwise would 
have needed to maintain what might be called a general economic 
staff to give them the general economic background and analysis for 
their work, they utilized us. We did not put on any additional staff 
for that purpose. We had to assign some of our staff resources to that 
task, to sit in with that Board and work with the coordinator, and we 
did that job for them. Without any criticism of them in any way, I 
venture to say, from our experience, if that agency had endeavored to 
perform that function which we performed for them, they would soon 
have had for that purpose a staff at least a third as large as our entire 
staff. 

The same thing has happened since that Board has been succeeded 
by the new agency. I heard informally from Mr. Wilson a day or two 
ago that he wanted me to sit in with the executive committee of his 
executive group. He said, when the matter first came up, ‘“There is 
no use setting up a general economic staff to do exactly the same job 
you folks are doing. Will you service us, too?” And we are erdeav- 
oring, to the best of our ability, to service them. 

The same thing applies to Mr. Johnston in the Economic Stabiliza- 
tion Agency. 

In other words, each one of those agencies, in the normal course of 
events, since they are all dealing with things that affect the economy, 
would have needed in addition to specialists and commodity experts a 
general economic servicing staff, and they would have set up units for 
that service that they are getting from us. 

When one measures the fact that at the very least we have to assign 
one liaison person to each agency to work with them, to know what 
they are doing, to know what they want us to help them with and to 
evaluate their program, we come to a situation where almost our 
entire staff has been absorbed in new and increasing economic prob- 
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lems arising out of the defense program, and we only have a range of 
from 9 to 10 so-called top staff people. And let me add to that, as an 
additional indication of that, we have been faced with the fact that 
various other agencies have recognized that we have tried to get good 
people and they have gotten trained to look at the woods rather than 
the trees, to pull together the whole thing into a consistent picture. 

I just want to give you a few illustrations. In the first place, we 
were asked by General Bradley to assign a member of our staff to 
work on the problem of evaluating the consequence of strategic bomb- 
ing of an enemy economy. We could not accede to that request in 
full; we did so in part. As soon as Mr. Gray commenced to study 
the problem of foreign investments on the part of this country, he 
soon found the best qualified person to work on that for him was 
somebody on our staff. We made that person available to him on 
a 3 months basis, and I venture to say he got more utilization from 
that person than from various people he brought down from other 
sources who had to learn the job before they started to do it. 

When Mr. Valentine was appointed as Price Stabilizer, he found 
there was someone on our staff who had been working in the field of 
prices and wages, and he borrowed him. After he got through with 
him, Mr. DiSalle borrowed him, and now they are trying to hire him 
and to hire him at a higher salary than we can pay for reasons I have 
already given. 

The same thing is true with respect to various other agencies. The 
only point I am making is that we would prefer a staff of about 23 
people, including 10 or 11 top people. We have constantly been in 
a situation where about one-third of our total resources has been 
depleted in helping others to do jobs which we believe would take 
many times more people if it were not for having the benefit of this 
particular kind of staff services. 

The Joint Committee on the Economic Report, which has put out 
a number of very important studies, particularly since the advent of 
the defense emergency, has called very steadily upon us. There is 
hardly a study they have put out which has not been worked on a 
great deal by our very small group. 

In conclusion, I want to say just one thing. This is that I do not 
think there is any more important measure of the utility of our work 
than the recognition of it by the business community, because it is 
the business community which very basically operates the American 
economy in the kind of economy we have. 

I can give two illustrations of that. I think they are particularly 
telling, because the business community is not over prone to praise 
Government agencies and particularly those working in the economic 
field, which is necessarily controversial. The two illustrations I want 
to give are, first, in respect to the demand for some of our studies, 
we have maintained consistent contacts with business advisory groups. 
It is largely in consequence of these contacts that we have tried to 
make our reports increasingly responsive to what they feel they need 
in trying to help them follow healthful economic policies. Because 
of that, our reports have grown. The first economic report was 54 
pages; the one sent up this year was 238 pages. I do not mean to say 
because it is bigger it is better, but I do mean to say my conclusion 
has been that they have become increasingly useful to the business 
community at large. They have included more of the kind of material 
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that Congressman Phillips talked about a year or two ago, and they 
have provided business with a service which again I say, for a very 
small agency, has produced a very large product. 


CIRCULATION OF COUNCIL’S REPORTS 


One measure of that is the extent to which they are purchased 
from the Government Printing Office, quite aside from those which 
we pass out gratuitously. We have to remember that these are 
technical reports; these are not popular articles. Nor are they 
reports which come out only once; they come out twice a year. And 
yet the purchase of those reports from the Government Printing 
Office, which requires an overt act on someone’s part to order and 
purchase, have exceeded the regular distribution. There have been, 
as I recall, more than 100,000 copies of those reports sold over a 
5-year period, bought from the Government Printing Office. And 
those 100,000 reports have reached a great deal more than 100,000 
people, because the most of them have been bought not by individuals; 
they have been bought by organizations for general use. 


COMMENTS ON COUNCIL’S WORK 


The final thing I want to say as an indication of the utility of this 
service is just to make a very few brief references to some of the com- 
ments about our work. If I may, I would like not to have put in the 
record the names of the people involved. One comment was: 

This is an excellent report, and I am in general agreement with the opinions 


expressed. It will have a most healthful influence in developing national economic 
policies in this critical period. 


Another one from one of the largest business organizations of the 
country says: 


It is a fine document, stated very forthrightly. Naturally we differ with it in a 
few instances, but considering the subject and the breadth of this report, it is 
fundamentally sound. 

A former head of the American Bankers Association says: “Clear, 
forthright, logical, and convincing.” 

The head of the Investment Bankers Association of America com- 
mends the broad excellence and says— 


it left a ray of hope in the financial and business community that adequate long- 
term work is going on in this period. 


Another one writes: 


I thoroughly enjoyed every part of it and believe it is a constructive development 
of the whole subject. 

I wanted to call that to your attention. I am not trying to bring 
to your attention praise of our work, but rather to show that here is 
a small organization which is performing a Nation-wide business service 
that is appreciated and utilized. And it is not an effort of our trying 
to do the whole job, but if we work through groups in the a 
country, we can help to bring an understanding of our economic 
problems and what needs to be done about them, and we can get 
better results. 
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REQUESTED INCREASE FOR 1952 


We are asking this year for $375,000, which is an increase over what 
we had last year. It would permit us to add six professional people 
and four secretaries to our staff, which would bring it up to two above 
the number allowed us in 1948, which, in turn, is above the number 
we have now. The increase is also necessitated partly by salary 
increases, partly by the fact that we are now in a position where we 
must get some adjustment for changes in salary in the higher grades 
which have taken place in the other agencies of the Government, 
and partly by the fact, as I have emphasized, that the Government 
is engaged in more economic programs now than ever before. We 
have an obligation to review them by statute; we have an obligation 
to try to bring them together into a common picture; we have an 
obligation to advise with more people, and I believe in terms of advice 
to them alone we are performing a service which, if they tried to 
perform it themselves, would involve the cost of our total agency 
many times over. 

Thank you very much. 

Mr. Tuomas. That is a very fine statement and very much to the 
point. 

We will insert at this point in the record pages 1, 2, and 10, which 
show that when you were set up in 1947 you had $275,000 in appro- 
priations and 30 people, and for 1951 you have $300,000 in appropria- 
tions and 36 people. 

(The matter above referred to is as follows:) 


The budget request of the Council for fiseal year 1952 is $375,000. 

This compares with an appropriation of $300,000 for fiscal year 1951. 

The $375,000 figure is identical with the estimated annual rate of obligations to 
be reached during the fourth quarter of fiscal year 1951 as a result of supplemental 
allocations from the President’s funds for the administration of the Defense 
Production Act. 

This budget request is the bare minimum needed for the Council to discharge 
its continuing responsibilities under the Employment Act of 1946 and to handle 
the additional responsibilities given to it by the President as a result of inter- 
national conditions and the resultant strains upon the economy. 

It should be recognized that a budget request of $375,000 implies no change in the 
Council’s long-standing view that it must remain an extremely small and compact 
organization. With an appropriation of $375,000 the Council will still remain the 
smallest agency of its type in the executive branch of the Government. The 
Council will still be spending less for personal services than the $345,000 maximum 
on personal services provided for in the Employment Act. 

It should also be borne in mind that this budget request is less than the $400,000 
requested in the President’s budget for fiscal years 1948 and 1949. Also, when 
consideration is given to salary increases enacted by the Congress during the last 
few years, it will be seen that an appropriation of $375,000 for fiseal year 1952 will 
allow no larger staff than was possible under the Council’s appropriation of 
$275,000 for 8 months of fiscal year 1947 or of $350,000 for the entire fiscal year 
1948. 

The following sections of this statement deal with— 

(1) the general functions of the Council; 

(2) the additional responsibilities that have been given to the Council; 
‘a (3) the decreasing amount of funds that have been appropriated to the 

ouncil ; 

(4) the supplemental funds that have been allocated to the Council; and 

(5) The detailed analysis of the $375,000 request for fiscal year 1952. 


80203—51—pt. 1-14 
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Council budget and employment, fiscal years 1947-51 








Appropri- | Appropri- 
Fiscal year ations ations ose om 
requested received 
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el niavenncienpbigiieialh odakbith wane tinigidaenh cphinaiitincininmsees oiler 330, 000 300, 000 36 














Fiscal year 1948 was the first full year of Council operations. For this year 
the Council projected a staffing pattern that would require an appropriation of 
$400,000. owever, the Council received an appropriation of only $350,000. 
In subsequent years the appropriations for the Council gradually declined. In 
fiscal year 1949 the Council received $310,300, in fiscal year 1950, $300,000, and 
in fiscal year 1951, $300,000. 


GENERAL FUNCTIONS OF THE COUNCIL 


Mr. Tuomas. We will insert page 3 at this point in the record. 
(The information referred to is as follows:) 


The purpose of the Council of Economie Advisers under the Employment Act of 
1946 is to advise the President with respect to national policies needed to promote 
maximum employment, production, and purchasing power. 

This involves three closely related functions: 

1. The aeppreisal of current economic developments; 

2. The analysis of needed levels of economic activity; 

3. The review of Government and private policies and the proposal, 
where needed, of new or adjusted policies. 

Contrary to the impression held by some, those functions are not oriented 
merely toward the prevention of depression. The relationship between needed 
levels of employment, production, and purchasing power is of crucial significance 
at all times. The development of national economic policies designed to promote 
the growth and stability of the economy is vital at all times. At the present, 
when new burdens have been placed upon the economy and new problems of 
national economic policy are constantly arising, the Employment Act and the 
Council’s functions under it are.far more important than during periods of rela- 
tive normality. 

The Council carries out its functions through a broad variety of activities. It 
assists the President in the preparation of his annual and mid-year economic 
reports to the Congress and prepares the accompanying economic reviews of the 
Council. It prepares a constant stream of reports on current economic develop- 
ments, proposed legislation, and matter of administrative policy. It works 
closely with other agencies in the executive branch and with the Congressional 
Joint Committee on the Economic Report. It confers regularly with the repre- 
sentatives of business, labor, agriculture, State, and local governments, and with 
members of the economies profession in various parts of the country. 


Mr. Tuomas. I will read from this: 


The purpose of the Council of Economie Advisers under the Employment Act 
of 1946 is to advise the President with respect to national policies needed to pro- 
mote maximum employment, production, and purchasing power. 


Of course, this act was passed in the beginning of what the econo- 
mists and most of us laymen thought might be another depression. 
Now, today, you have the reverse of a depression. By June you 
will have, so we are advised, the greatest shortage of manpower that 
perhaps this country has seen at any time, even as great as it was in 
World War II, if not greater. We have inflation. We have a tre- 
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mendous purchasing power; and instead of having a lack of purchasing 
power, we will have a shortage of goods to sell, rather than a shortage 
of money to buy them. So today we have the reverse of conditions 
that prevailed, or which people thought were going to prevail in 1946 
‘when this act was passed. 

With that thought in mind, briefly comment on your activities as 
of today as compared with what they probably would have been 
if we had a depression in 1947 and 1948. 

Mr. Keyseruinc. Mr. Chairman, I think that is the best question 
you could have asked. The legislative history shows that the statute 
happened to be passed at a time when many people predicted a 
depression after the war. I was not among those who predicted a 
depression after the war, but that was the common feeling. None- 
theless, neither the statute nor the intent was to provide a body 
solely to deal with depressions. It was to provide a general economic 
staff which could advise the President and the Congress with respect 
to the kinds of economic problems that the Nation had to deal with, 
to evaluate the programs being adopted toward that purpose, and 
most important of all, I think, to try to help pull them together into 
a consistent, rather than competitive, framework. 

Let me illustrate more specifically: First of all, the act refers to 
maximum production. We have felt over the past 2 or 3 years that 
if there was ever a time when our resources needed to be strained to 
get maximum production in the face of the kind of an emergency 
that we now face, it is now. The maximum utilization of our re- 
sources, the building up of our basic plant capacity and the equipment 
to meet the strain, the reaching out for every available ounce of 
manpower, which is what maximum production is, those three things 
are even more imperative now than they ever were before. 

It does not happen automatically even in a defense period. As a 
matter of fact, I think one of the most useful parts of the Council’s 
work was in 1948 and 1949, when our analysis pointed out some 
problems of shortages which would interfere with maximum produc- 
tion in steel, in boats, in transportation, and in fertilizer and chemicals, 
which happened, I think, through careful analysis, to hit the very 
central points of what our at economic problems were as they 
loomed up at that time. 

There was some skepticism then as to the reality of the analysis 
but, by early 1950, and certainly by now, that analysis has been 
verified. We have a job now to do in connection with maximum 
production which is much greater than in a period of lesser strain, 
and have tried to point out to the Government and to the business 
community that no matter how much we use controls, and we cer- 
tainly will need them, in the final analysis the strength of a nation 
is in its productive capacity of goods and services, and controls alone 
in the long run can never solve the problem. 

The example of this is that in World War II, though we used some 
controls, we increased actual physical production 75 percent. If we 
had increased 40 percent, we might well have lost the war. 


Bupcer Request, 1951-52 


Mr. Tuomas. Did the Budget impound any of your funds for 1951? 
Mr. Keyseruina. No, sir. 
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Mr. Tuomas. You were given $300,000 and 36 jobs for 1951. You 
are seeking $375,000 for 1952 with 10 additional jobs—6 professional 
and 4 clerical help. I notice you received $39,000, or will have re- 
ceived $39,000 for the last two quarters of fiscal 1951 from the Presi- 
dent’s emergency fund to carry on your increased activities; is that 
correct? : 

Mr. Keyseruing. Yes. That was under the allotment by the 
Congress to the President of a substantial sum of money to utilize 
for the various defense activities. 


BREAKDOWN BY OBJECTS, 1952 


Mr. THomas. Mr. Reporter, at this point in the record will you 
insert table 2, which shows for 1952 an increase from $257,500 for 
1951 to $322,500 for personal services, an increase of $65,000, and for 
other objects, an increase of $10,000 for 1952 over 1951. The main 
increases are “Other contractural services, $16,500,” and I believe 
that is an economic report for the Southwest that I discussed with Mr. 
Gross. 

(The information is as follows:) 


TABLE 2.—Changes in expenditures by objects, fiscal years 1951 and 1952 








Objects 


Personal services, departmental 
ets be ckia Saeaus 
Communication services_-_____.-- 
Printing and binding rea 
Other contractual services - - - - 
Supplies and materials_____- 


| 


1952 


| Estimate, Estimate, Increase 
1951 


decrease (—) 





$257, 500 | $322, 500 
2, 800 4, 000 
4, 000 5, 000 
20, 500 | 21, 500 
11, 500 | 16, 500 
2, 200 | 3, 000 


Equipment Si PREC AEIS PEEy' 1, 500 | 2, 500 
Tota! direct obligations ___. 300, 000 375, 000 
Reimbursable obligations Te RES A ae 


Total appropriation or estimate 





300, 000 | 375, 000 








Mr. Tuomas. Is that correct? 
Mr. Gross. Yes, sir. 


OTHER OBLIGATIONS 


Mr. Tuomas. Following that, Mr. Reporter, please insert at this 
point in the record a break-down of the other objects which begin on 
the top of page 14, and follow that through 15, which shows that you 
have an increase of $1,200 for travel, which brings that up to $4,000 
for 1952; for communication services, $5,000, $4,500 of which goes to 
telephone services to the General Services Administration; is that 
correct? 

Mr. Gross. Yes. 

(The information referred to is as follows:) 


* 
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02 = «Travel 


The estimate for travel expenses is $4,000. The additional $1,200 is to provide 
travel expenses of WAE employees. 


04 Communications 


The estimate for communications is $5,000. This provides $4,500 for telephone 
services and $500 for telegrams and long-distance calls, representing a total 
increase of $1,000 beyond the original 1951 appropriation. This increase is 
necessary to provide additional telephone installations and services for 10 
additional people. 


06 Printing and binding 


The estimate for printing and binding is $21,500, or $1,000 above original 
appropriations for fiscal 1951. This includes $8,500 for the midyear 1950 economic 
report of the President, $9,000 for the January 1951 economic report of the 
President, $2,000 for the annual report of the Council, and $2,000 for miscellaneous 
printing. Increased printing rates and increased congressional and public demand 
for the economic reports account for the additional $1,000 requested. 


O? Other contractual services 


The estimate for contractual services is $16,500. This includes $6,600 to be 
transferred to the Bureau of the Budget for accounting, procurement, personnel, 
and other housekeeping services; $600 for car maintenance and operation; $300 
for Public Health Service; $100 for clipping services; $1,500 for duplicating work 
on The Economy in Action (monthly confidential report to the President) ; $1,000 
for chart work on the President’s economic reports to Congress; $400 for mis- 
cellaneous services; and $5,000 for regional committee contracts, the only addition 
to contractual services for fiscal 1952. 


08 Supplies and materials 

The estimate for supplies and materials is $3,000, $2,800 of which is for supplies 
and $200 for periodicals. The increase of $800 over original fiscal 1951 appropria- 
tion is necessary because of the larger staff. 
09 Equipment 


The estimate for equipment is $2,500 as contrasted with $1,500 for the current 
fiscal year. The additional $1,000 is for additional personnel. 


TABLE 1.—Comparison between appropriations and obligations, fiscal years 1947 to 
1952 





Appropria- 


Fiscal year 


tion 


Obligated 


Unobligated 








$275, 000 
350, 000 
1310, 300 
300, 000 
300, 000 


375, 000 | 





$185, 313 
315, 138 
308, 841 
299, 660 
300, 000 


$89, 687 
36, 968 











' Includes deficiency appropriation of $10,300 for Public Law 900. 





Mr. Tuomas. Does the General Services Administration operate 


that for you? 


Mr. Gross. Telephone service? 


Mr. Tuomas. Yes. 


Mr. Gross. They do that, and it is channeled through the Budget 


Bureau. 


Mr. Tuomas. Is there any toll charge in that $4,500? 


Mr. Gross. No. 


Mr. Tuomas. Or is it in the $500 to cover long-distance calls and 


telegrams? 


Mr. Gross. Yes. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. Printing and reproduction, $21,500, $1,000 above 
estimates for 1951. The breakdown of the $21,500 is $8,500 for the 
midyear 1950 Economic Report of the President, $9,000 for the 
January 1951 report, $2,000 for the annual report of the Council, and 
$2,000 for miscellaneous printing. 

Increased printing rates and increased congressional and public 
demand for the economic report accounts for the additional $1,000. 
Mr. Keyserling, we are going to try not to cripple anybody, but we 
would like to drastically cut communications service, travel, and 
printing and binding. Would we hurt you very badly if we were to 
trim these items anywhere from 15 to 25 percent? 

Mr. Keysrertine. May I make some comments about that? 

First of all, as to printing and binding, we started out with two 
reports a year. That was our statutory obligation. We then moved 
into the Economic Indicators, which I have talked about, which 
comes out monthly, and for which there is a large and increasing 
demand, more than half of which is represented by purchases direct 
from the Government Printing Office. 

As the economic situation has intensified, we have first been 
requested to make monthly reports to the President rather than 
semiannual reports, and then to make weekly reports. So we now 
have a much more up-to-date and comprehensive reporting system, 
which, incidentally, is transmitted not only to the President, but also 
to the various other agencies that I have mentioned concerned with 
economic policies, so we are serving them as well as him. 

Mr. Tuomas. You have a statutory obligation for two reports? 

Mr. Keryseruina. I was not clear on that. We have a statutory 
obligation for a council report to the President every December and 
for helping the President on his Economic Report to Congress every 
January. But from the beginning the President has sent economic 
reports to Congress semiannually. 

Mr. Tuomas. You do not have a statutory obligation for the 
Economic Report of the President? 

Mr. Keyseruine. The President has the obligation to prepare it 
and send it to Congress and we have the obligation to advise its 
preparation. 

Mr. Tuomas. What about the midyear economic reports? 

Mr. Keryseruina. The President from the beginning has beer 
sending a midyear economic report, as well as an annual economic 
report to the Congress. There is a statutory provision that the 
President may supplement the annual report. 


OTHER CONTRACTUAL SERVICES 


Mr. THomas. Other contractual services, $16,500, $6,600 of which 
goes to the Bureau of the Budget for your accounting; $600 for car 
maintenance, $300 for public-health service, $1,500 for duplicating 
work. What do you mean duplicating work on the Economy in 
Operation? 

Mr. Gross. That is the special confidential chart book that go to 
the President every month. 

Mr. Tuomas. $1,000 for chart work on the President’s economic 
reports, or are you right in the first place? $400 for miscellaneous 
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services, $5,000 for regional committee contracts. That is the one 
you are going to put into an economic study in the Southwest like 
the one you did in New England? 

Mr. Gross. That is correct. 


EQUIPMENT 


Mr. Tuomas. You want $2,500 for equipment, $1,000 of which is 
for additional equipment. What is that for? 
Mr. Gross. Our girls need more typewriters and desks. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Supplies and materials, $2,800 of which is for sup- 
plies and materials, $200 for periodicals—an increase of $800 for the 
larger staff. 


INFLATION PROBLEM 


Mr. Keyserling, if you do not want to answer any of these general 
questions, say so, either on the record or off the record. You folks 
have started out as a poor-man agency over there in hard times, and 
now your problems are reversed from hard times to good times. What 
about this inflation problem? What is your thinking on it? What 
can be done? How soon is it going to be until it is serious unless 
something is done? 

Mr. Keyseruinea. That is an illustration of the question you asked 
me just a few moments ago. I covered the production side of it. 
Now, I want to cover the purchasing power side of it. The act says 
“maximum purchasing power.”” We have always construed maximum 
purchasing power to mean optimum, or desirable, purchasing power, 
by which is meant not too much as well as not too little. In other 
words, we have always looked on the problem of dealing with inflation 
where it arises as being as serious an economic problem as dealing 
with deflation. The problem we have had to wrestle with since 1946, 
except for a short time in 1949, has been inflation. We do not believe 
there is anything more important at this time, possibly next to getting 
more production, which we think is even more important, than firm 
and vigorous action on the inflation front. I think there is a natural 
disposition to feel that the action of some of the operating agencies 
has been slow. On the other hand, and this is partly a matter of 
comparison 

Mr. Tuomas. What do you mean by operating agencies? 

Mr. Keryseruina. We do not operate and apply decisions. Our 
agency doesn’t control prices or wages. 

I do not think, for example, that it would be feasible to roll all 
prices back to the level of June of last year, and the reason I do not 
think it would be feasible is that if you did that, you would have to 
adopt other controls over manpower and over industry which some 
countries have adopted, but which I do not think we should adopt, 
and which I think would rob us of the productivity and dynamic 
teenage of our economy for peace or for war more than they would 
1elp us. 

In other words, unless you recognize that prices and wages to a 
degree are the tools which the American economy uses to get produc- 








214 


tion and get shifts in the labor force and to get jobs done where the 
are most needed, and provide incentives; if you neutralize that oak 
then you will have to resort to pin-point controls of every worker in 
the United States or every businessman in the United States in detail. 

In other words, if you are not going to use wages at all to get people 
to go into the industries where you need them for defense production, 
you will have to use something else and I think you will have to use a 
chain. And I am against that. It does not mean I am against 
stabilization. But the experience in World War II showed that you 
had to use prices and wages and profits, which are the fluid of the 
American economy, to a degree, although you did not use them to a 
degree that you used them in normal peacetime. You had to prevent 
prices and wages from rising too fast and I think we have to slow it up 
again. I think we have to slow it up faster than we have been doing 
thus far. 

I agree with you on all that, but I do not think you could roll 
everything back to the level of a year ago with all the changes and 
relationships which have occurred, unless you were prepared to do 
other things which I do not think we would be prepared to do, and 
which I do not think we should do. 


SUGGESTION FOR INFLATION CONTROL — 


Mr. AnprEws. What is your suggestion? 

Mr. Keysrertinc. My suggestion is that every effort be made 
through a very tough tax policy, through a very tough credit restric- 
tion policy, through a very tough price and wage control, through 
pruning of nonessential expenditures, both private and public. 

Mr. AnprEws. You mean cut this budget some? 

Mr. Keyseruinc. That is a good point to raise. The Congress 
must decide. 

Mr. Anprews. I think the majority of the American people feel 
it should be cut. 

Mr. Keryserurne. I do not know whether you meant our budget 
or the total budget. 

Mr. Anprews. I mean the total budget. 

Mr. Kryseriina. That is before you now. We cannot evaluate 
every item in the budget, but on this important inflation thing, let 
me repeat, I think it very important to have a tough tax program. 

Mr. Anprews. Right there, before you leave the tough tax pro- 
gram; that is going to be a hardship to the average American wage 
earner or salaried employee, is it not? 

Mr. Keyseruina. Yes; it is. 

Mr. Anprews. All right. Now, if we increase the wage earner’s 
taxes and prices remain at this high level, what is going to happen 
to him? 

Mr. Keryserurina. If the defense program—and I must say again 
that we cannot be responsible for how big the defense program should 
be—that must rest with the Congress and the President and General 
Marshall, and so forth and so on, but not with us. 

Mr. ANpreEws. You have a pretty good idea what it is going to be. 

Mr. Keyseruina. If the defense expenditures are going to rise 
from a level of about $18,000,000,000 a year to a level of 
$50,000,000,000, more or less, the dollars do not tell the whole story. 
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That draws manpower, it draws the production of goods and services, 
it draws away from the economy things which people consequently 
will not be able to get the benefit of. There is no way in the world 
of doing that without the people paying for it. Of course, they have 
to pay for it in having less of other things. You cannot have 2 million 
more men going into the Armed Forees and drawn off the production 
lines, and you cannot have several million people going into producing 
war goods who otherwise would be producing civilian goods, and you 
cannot have more oil and steel and copper and everything taken for 
defense, and at the same time have as much left over for everybody 
else when the population is growing. I think the American people 
should be told frankly and fully, of course, that it is a burden and 
they will have to decide, and the Congress, as to the size of that 
burden. I personally believe we have to carry that burden. I think 
it is kidding them to tell them that it is not a burden or that any kind 
of sleight of hand or mathematics or national policy can relieve them 
of the burden when it is there. 

Therefore, as we look at it, the only question in connection with the 
tax policy is whether the tax policy is a better way of imposing that 
burden, a way which gives Congress a chance to decide how it wants 
to-distribute the burden, how fast it wants to do it, where it wants to 
impose it, than the other way of letting inflation do it, which means in 
an arbitrary and disrupting fashion as the burden is imposed according 
to where prices rise and who is able to raise the prices fastest. That 
is the other way. 

That is the way we look at it, to be perfectly frank with you. We 
think taxing is a better way of doing it than inflation. We think that 
ams and wage controls can be very, very useful, but if anybody 
velieves that they alone, put on the top of the wave, can hold it 
down permanently without a basically sound fiscal policy and credit 
policy, they are making a mistake, because the forces of spendable 
income break through that dam of price and wage controls if the 
fiscal policy is not there underneath to draw off the excess purchasing 
power. The controls alone do not draw it off. 

Take automobiles. Sure, there should be controls on them, but 
if you simply prevent the prices of automobiles from rising, that does 
not bring fewer buyers into the market. It brings more in. So 
unless you draw away the purchasing power, you are getting more 
and more purchasing power pressing against the limited supply. 


REFINANCING OF GOVERNMENT Bonps 


Mr. Yares. I would like to ask two specific questions, and you 
can answer on or off the record, as you wish. 

I am much concerned with the difference between the Federal 
Reserve Board and the Treasury Department as to what should be 
done by way of refinancing our bonds. Have you an opinion on that? 
Are you familiar with that? 

Mr. Kryseruina. Yes; we are familiar with that. Let me say to 
you very frankly that is not a matter which can be compressed into 
30 seconds. If the committee wants to hear me on it, I am at your 
service, but it will take a few minutes to answer your question. 

Mr. Yares. I would like to hear you. 
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Mr. Keyseruina. As a matter of fact, the Council has expressed 
itself on this before the Joint Committee on the Economic Report on 
the record. We feel that it is a close issue where economists, business- 
men, bankers, and Government people do not all agree. There is no 
way ‘of deciding it by counting noses. We think that there has been 
‘some exaggeration on both sides as to the disaster which would result 
from one course being followed, or the benefits that would flow from 
the other course being followed. 

Illustrating that specifically, we do not think that taken alone, the 
very minor variations in the interest rate which the Federal Reserve 
Board states it contemplates would in the current economy have a 
very pronounced effect upon inflation. There are illustrations from 
1948 and from earlier periods in our history where there was inflation, 
even in the face of a fa lling money supply or changing interest rates 
one way or the other. The effect of wage increases, the effect of price 
policies, the effect of Government spending, the effect of taxation are 
all so important, that we do not think this one thing of interest rates 
taken alone would accomplish anything of great significance in itself, 
and we think that enthusiasts and experts on both sides have tended 
to overstate their case. 

Mr. Yates. May I ask a question at that point. As I understood 
the dispute, it relates to whether or not the Federal Reserve Board 
should be required to stabilize bond prices or use its discretion. 

Mr. Keyseruine. That is the point lam coming to. Starting with 
the point that at least in our objective judgment, whether it is right 
or wrong (we have no partial interest in it), since the results that 
would be accomplished from this so-called flexible interest policy 
would be slight, you have to balance the general consideration of the 
size of the national debt, the number of people who hold Govern- 
ment bonds, the problems of Treasury financing as they are likely to 
arise, and whether the uncertain benefits, if there be benefits from 
this playing around, so to speak, with the interest rate, would out- 
‘weigh the consideration of having a fluctuating rather than a stable 
Government bond market. 

We incline toward the view that with the national debt of the size 
we now have, with the fact the Treasury financing must be constant 
and enormous and unpredictable, that the value of a stable and non- 
fluctuating bond price and interest rate on long-term bonds outweighs 
what might be gained from a kind of action which is speculative in the 
sense that it has not been tried before in this kind of situation, and 
there is great difference of opinion as to what its consequence would be. 
We may be wrong on that. Anybody may be wrong. But you asked 
the question, and on balance we think that the predominant consider- 
ation at this time is in preventing fluctuation in the interest rate on 
long-term bonds held by so many people, and to put it in a popular 
way, that confidence in further purchase of bonds will not be 
encouraged by more speculation in bonds. 

Mr. Yates. Yet is this not true: Do you not have to counter- 
balance that with the fact that a continuation of this policy will 
nevertheless permit the unrestricted flow of credit by banks? 

Mr. KryseruinG. Sure, you have to balance one against the other, 
and either side may be right. That is not a mathematical thing. 

Let me say just one more thing. In view of the importance of 
production in this whole defense effort in the long run, the cost of 
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money is one of the costs of production, just as much as the cost of 
labor or the cost of materials. We do not think that the best way to 
fight inflation is overtly to raise any particular type of cost of pro- 
duction, whether it be the cost of money or labor or materials, and 
that an anti-inflatio program which consciously sets out to control 
labor costs and miateridl costs but to increase business costs in the form 
of interest charges would be a little bit contradictory. 

Mr. Yates. Does not that answer depend, however, upon a chan- 
neling of the money that you permit to come into the economy? 
When you say you are willing to increase the productive facilities, if 
you do that and it goes into civilian production, are you not thereby 
increasing the su fn of money available, and thereby increasing the 
inflationary possibilities? 

Mr. Keryseruinea. I think you are 100 percent right on that, and 
that provides the whole key on this issue, because we say if you try 
to cut down the general volume of investment funds through this 
particular device, you do not discriminate between the kind of invest- 
ment you need to step up the mobilization base, and our defense 
security, and the kind of investment that is under these circum- 
stances wasteful as you define it. The better way to do that is through 
the direct selective action of not permitting materials to flow to non- 
essential uses such as race tracks or an excessive number of houses or 
things of that kind, to use your allocation powers for the right kind 
of channeling. And to use your other powers to get the production 
where it is needed for the defense effort, and correspondingly to cut 
back the thing elsewhere. But if you use this broadside approach of 
increasing the cost of money and a general contraction of credit 
stated in its simplest way, the first people who might be hit would 
be the people making the long-term kind of investment that is needed 
for the defense effort, and the last people who might be hit are the 
very speculative people who are doing the kind of investing and 
gambling that you want to stop. 

In other words, it is too generalized to accomplish the purpose 
in mind. 

STIMULATION OF Home ConstRUCTION 


Mr. Yates. Let me ask my second question and I am through. 

At the present time the Government is seeking to prevent an expan- 
sion of the home-construction program through the use of credit. 
I understand, too, that the budget has an allocation of almost 
$1,000,000 for the so-called FNMA provisions. Is there any reason 
why that budgetary item should be approved at this time in view of 
the policy of restricting home construction? 

Mr. Keyseruina. I really do not know too much in detail about 
that FNMA operation, Congressman. I am sorry. I would be glad 
to look into it. 

Mr. Yates. It provides a secondary market through the Govern- 
ment. 

Mr. Krysreriine. I know in general what it is. I believe if I 
am not incorrect that there has been some considerable curtailment 
of that operation, of the FNMA operation. In any event, to answer 
your question in another way, I think that the strain upon our 
resources, which is the real cause for inflation, is in material and man- 
power demand. And the FNMA operation, as I understand it, is an 
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accounting transaction that it might be better to handle it one way or 
the other. 

Mr. Yates. It is to stimulate home construction through the use of 
easy credit as I understand it. I would not think it would fit into 
our economy at this particular time. That is why I asked the 
question. 

Mr. Anprews. In other words, would there be more houses built 
than otherwise? 

Mr. Kryseruine. I would be glad to talk to you any time you want 
to when I know more about it. 


MemBers OF THE CoUNCIL 


Mr. Puruurpes. Mr. Keyserling, there are three members of your 
Council. You have two here. Who is the other one? 

Mr. KeyseruinG. Roy Blough. 

Mr. Puiuuirs. Where is he? 

Mr. Keyseruiine. He happens to be out of town. 

Mr. Puiuurps. It has been the custom of our chairman, to ask for 
a biographical sketch of new members of the Commission, if you will 
furnish that. 

Mr. Keyseruina. I can get that for you now. 

Mr. Puiuups. Just furnish it for the record so we will know some- 
thing of Mr. Blough’s background. 

Mr. Keyserurnea. I will be glad to. 

(The information is as follows: ) 


Roy Bioveu 


Born, Pittsburgh, Pa., August 21, 1901. Manchester College (Indiana), A. B., 
1921, LL. D., 1944; University of Wisconsin, A. M., 1922, Ph. D., 1929. Assistant 
professor of history and economics, Manchester College, 1922-24, associate pro- 
fessor, 1924-25; assistant in economics, University of Wisconsin, 1925-27; statis- 
tician, Wisconsin T'ax Commission, 1927-30, chief statistician in charge tax re- 
search and statistics, 1930-32; associate professor of economies, Graduate School 
of Public Administration, University of Cincinnati, 1932-38, fellow in graduate 
school, 1937-38; assistant director of research and statistics in charge research 
in State and city finanees, Federal Emergency Relief Administration, July 1933 
to February 1934; professor, Columbia University, summer 1936; consultant, 
Social Security Board, part time, 1937-38; consultant, United States Treasury 
Department, summer 1937; Director of Tax Research, United States Treasury 
Department, June 1938 to September 1946; Assistant to Secretary of the Treasury, 
December 1944 to September 1946; professor of economies and political science, 
University of Chicago, since October 1946 (on leave); adviser to Turkish Govern- 
ment on Turkish tax policy and administration, 1949; consultant to Fiseal Divi- 
sion, United Nations, 1949. President, Midwest Economics Association, 1947; 
editor, National Tax Journal, 1947-50. Author (with others) of Facing the Tax 
Problem 1937, and various articles. 


Mr. Puiuurrs. The first 4 years when I was on the committee, the 
Council consisted of yourself, Dr. Clark, and Dr. Nourse. I say with 
respect to both of you, I do not think you and Dr. Nourse were too 
often in agreement on economic matters. Mr. Clark was not saying 
anything. Is Mr. Blough more in agreement with you than the 
previous setzup of the Council? 

Mr. Keyseruine. Mr. Congressman, let me make two comments. 
In the first place, I do not think that Congress intended when it set up 
a three-man board that we should all always be in agreement. It was 
intended that through the play of three approaches and three serious 
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intents, you would get a result which one man would not give. It is 
up to the Congress to decide whether they want three or one. But if 
you have three on matters as complicated as this, you will not get 
complete agreement on everything. Subject to that, I want to say in 
fairness to Dr. Nourse and myself that in the very nature of the spot- 
light that bears on Washington, our disagreements were much fewer 
than the newspapers thought they were. I say that in respect to him. 

In a period of three years we did join in semiannual reports and 
December reports which reflected a very wide measure of agreement, 
that they were much more in agreement than most economists are. 
We had some points of disagreement. One of our points of dis- 
agreement was whether or not it was appropriate for members of 
the Council to answer before congressional committees on the kind 
of economic questions you folks have been asking me. He had one 
view on that, and I had another one. It is up to Congress to decide. 
That was the main area of disagreement. 

Mr. Puruurps. I do not recall that the Congress had much to say 
who went on the Council or who stayed on the Council. That is a 
matter of the President’s decision and opinion. This subcommittee 
is to say how much money you are going to have to spend and whether 
we are getting our money’s worth for the results. 

Mr. Keryseruina. The Senate confirms the members of the Council, 
the same as other officers of the Government. 

Mr. Putuuirs. I will change the word ‘‘Congress” to “House of 
Representatives.’”’ I noted in your report along the same lines, on 
page 1 of your mimeographed document, 

It should also be borne in mind that this budget request is less than the $400,000 
requested in the President’s budget for fiscal years 1948 and 1949. 

Do I understand that your Commission is taking credit for the 
reduction. I thought there had been considerable encouragement by 
this subcommittee. 

Mr. Keyseruina. I think you ought to be given credit where credit 
is due. We did not introduce that for any other purpose except to 
indicate that from the beginning of our operation, we felt, rightly or 
wrongly, we did not have the size staff that we needed to do our job. 
Actually what happened, Congressman, is that in the first three quar- 
ters of our first year and in our first full year, we turned a large part 
of the money back. 

Mr. Puriuuips. That is very encouraging. 

Mr. Kryseruina. Yes, sir. The reason was that we do not do what 
is sometimes done, feel that money had to be spent because it is 
available, but proceeded slowly and carefully to staff up. In the first 
half year we had not staffed up to our full strength. Yet the turning 
back of the fund was taken account of in our allotments for succeeding 
years. 

Amount Request or BupGer Bureau 


Mr. Puiuurps. I think the subcommittee will give that full credit. 
You are asking for $375,000. 

Mr. Kryseriine. Yes. 

Mr. Paiturs. How much did you ask the Budget for, that same 
amount? 

Mr. Kryseruina. Yes, sir. 
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Mr. Puaruuips. The Budget gave you all you asked for? 

Mr. Keyseruina. Yes, sir. 

Mr. Paruurps. Then on the records of this committee the only four 
agencies of Government which apparently have not been reduced by 
the Bureau of the Budget are the expenses for the White House, the: 
Executive Office of the President, the Renovation of the Executive: 
Mansion, and the Council of Economic Advisers. Do you notice any 
peculiar analogy there? 

Mr. Keyser.ine. I do not think that is the case. 

Mr. Putiuuips. It has been so far with this subcommittee. 

Mr. Keyseruina. I think the point on that is this, that you are 
referring to us as against certain established agencies of Government. 

Mr. Puitures. I am referring to the Council as one of the immediate: 
agencies connected with the White House, and apparently those are 
the only ones that have not suffered a reduction at the hands of the 
Bureau of the Budget. 

Mr. Keyseruina. I think the reason for that, and I think it is a 
sound reason, although I would not want to attempt to answer for 
any except ourselves, is that in the very nature of things ours is an 
operation that relates to the whole range of things that the Govern- 
ment is doing in the economic field, and consequently a lot of our 
problems arise not out of the old-line agencies, but rather out of the 
new agencies that have been established to deal with the economics of 
the defense effort. 

Mr. Puiuurps. Would you not say as an analyst that is psycholozi- 
cally bad? 

Mr. Kryseruiina. No, I think it is a result of the reality of the 
situation. The shift in Government outlays and in Government. 
programs have been from the old-line agencies to: the new defense 
agencies. 

Mr. Purturps. I am just speaking of the fact that. the only agencies: 
of Government that were not reduced by the Bureau of the Budget 
were those which connect directly with the President. 

Mr. Keyseruine. The point I am making, Congressman, and I 
think it is fair, is that most of the increases elsewhere in the Govern- 
ment have come in newly established agencies connected with the 
defense effort, and those newly established agencies also fall under 
the President and under our purview. 

Mr. Puruurps. I do not eall the ICC or FPC or FTC newly estab- 
lished agencies. 

Mr. Kerysrertine. No. I regard them as the old agencies. What 
I am saying is that if the Federa] budget has increased, as it is increas- 
ing, the shift which is taking place is a reduction in the normal func- 
tions of Government and an increase in those agencies which deal 
with the new problems of defense mobilization and the economics. 
of national defense. 

Mr. Paiuuips. As you get older you will ask more money and you 
will get reductions from the Bureau of the Budget, and from us in. 
greater extent than now? 

Mr. Kryseriina. I do not think I have made myself sufficiently 
clear. What I am saying is, and I think it valid, that what is taking 
place now is twofold. First, new agencies are being set up to undertake 
new problems arising out of the defense effort. The Economic 
Stabilization Agency, the Defense Production Agency, the various 
agencies which deal with the economic problems of national defense, 
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they are on the one side adding to the budget. On the other side, the 
so-called normal peacetime expenses of Government are being reduced, 
and the reductions that you cite are to be found in those agencies. 

Now, when you look at our function, which is what I have tried to 
illustrate in my testimony, our function relates to a review and evalua- 
tion and integration of the economic programs of the Government 
which in a defense period become greater, more acute, more extensive, 
but which shift from the old-line agencies to these new agencies. 

I think that is the justification for our situation. 

Mr. Putuures. Did you ask for those testimonials? 

Mr. Keyseruinc. No, sir. They are not testimonials that came 
in recently. They are a normal sample of communications. We 
certainly did not solicit anything of that kind, and not in connection 
with this hearing. 

Mr. Puiuurps. They had a suspiciously familiar sound. 


AGencies WuicH FurnNiIsH Sratistics TO CouNcIL 


Mr. Puruurps. I want you to do something for me. Put in the 
record a list of the other analytical agencies from whom you receive 
material, Brookings, BAE, BLS. I mean those you consider authen- 
tic, and use, and refer to in your work. 

(The information is as follows:) 


The following agencies, public and private, are those from whom the Council 
customarily obtains statistical information: 


FEDERAL GOVERNMENT 








Agency | Type of information obtained 





Executive Office of the President: Bureau of | Estimates of Federal cash receipts from and payments to 
the Budget. | the public. 
Budget data. 
Independent establishments: 
Board of Governors of the Federal Re- | Bank loans and investments. 
serve System. Bond yields and interest rates. 
Consumer credit outstanding. 
Department store sales and stocks. 
Indexes of industrial production. 
Money supply. 
Sales and profits of large manufacturing corporations. 
Survey of Consumer Finances. 
Economic Cooperation Administration.._| Statisties on international trade, production, money and 
banking, population and labor for ERP countries. 
Export-Import Bank------ Reports of lending operations with foreign countries. 
Federal Power Commission Statistics of electric power production. 
Federal Security Agency Operating statistics of social insurance programs. 
Vital statistics—births, deaths, marriages. 
Federal Trade Commission i reports of United States manufacturing corpora- 
tions.! 
Housing and Home Finance Agency FHA and VA home loans. 
FNMA home financing activity. 
Loans by savings and loan associations. 
Interstate Commerce Commission Miscellaneous transportation statistics. 
Securities and Exchange Commission....| Business expenditures for new plant and equipment.? 
Cost of flotation of securities. 
Financial reports of United States manufacturing corpora- 
tions.! 
New sormeete security issues and proposed use of net pro- 
ceeds. 
Savings of individuals in the United States. 
Stock prices. 
Working capital of United States corporations. 
Veterans’ Administration --_.......---.-.| Veer. unemployment claims and _ self-employment 
| ¢Claims. 





Executive departments: } 
Department of Agriculture | Farm income statistics. 
Indexes of agricultural production. 
Indexes of prices received and paid by farmers, and parity 
ratio. 
Prices of farm products, 
Statistics on farm labor—employment and wage rates. 


' Published jointly by Federal Trade Commission and Securities and Exchange Commission. 
? Published jointly by the Securities and Exchange Commission and the Department oi Commerce. 
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FEDERAL GOVERN MENT—Continued 





Agency | Type of information obtained 





Executive departments—C ontinued 
Department of Commerce Balance of international payments of the United Stetes. 
Business inventories and sales: manufacturing, wholesale, 
and retail. 
Business expenditures for new plant and equipment.? 
Labor force, employment, and u employment. 
Merchandise ex; orts and impovts. 
| Nationel income and pro: uct ste tistics. 
New construction activity—value, volume, and cost 
indexes.3 
Population estimates. 
| Sourees and uses of corporate funds.‘ 
Department of Interior. __-- Coal production and stocks. 
Petroleum production and stocks. 
Department of Labor- -- : | Classification of labor morket areas. 
Employment, hours, and esrnings in manufacturing and 
nonmanufacturing industries. 
Labor turn-over. 
| New construction activity. 
| New housing starts. 
Prices: Consumers’ price indexes, wholesale price indexes, 
and spot market prices. 
Unemployment insurance claims and insured unemploy 
ment. 
Work stoppages. 
Treasury Department........-.......-- Estimated ownership of Federal securities. 
Federal Budget receipts and expenditures. 
United States Government debt. 





INTERNATIONAL INSTITUTIONS AND FOREIGN GOVERNMENTS 


International Bank for Reconstruction and Reports of lending operations. 
Development. 
International Monetary Fund Financial statisties of foreign countries. 
United Nations Statistical Office Statistics of production, employment, trade and prices in 
foreign countries. 
Department of Trade and Commerce, | Survey of business expectations. 
Canada. 


STATE AND LOCAL GOVERNMENTS $5 


| 
| 
Department of Employment, State of Cali- | Employment and unemployment in California. 
fornia. ° 
Department of Labor and Industries, The | Retail price index of specifie goods and services in large 
Commonwealth of Massachusetts. Massachusetts cities. 
Department of Markets, City of New York Average retail prices and price ranges, selected foods. 


PRIVATE AGENCIES 


American Iron and Steel Institute__.- : Steel production; tonnaze and percent of capacity. 
American Meat Institute . Se Retail meat prices. Chicago. 
Association of American Railroads A Freight carloadinzs. 
Commerce and Industry Association of New | Business surveys in New York City. 
York. 
Dun & Bradstreet .....----| Bank clearins. 
Building permits issued. 
New business incorporations and business failures. 
Survey of business expectations. 
Wholesale prices. 
Edison Electric Institute _...| Electric power production by electric utilities. 
Institute of Life Imsurance_-_......._.......- Benefit payments in the Uaited States. 
Insurance in fore>, select? 1 countries. 
Investments of United States life insurance companies. 
McGraw-Hill. -_-.......-- ei Survey of business expectations. 
Moody’s Investors Service Sete Corporate bond yields. 
Standard and Poor’s Corp. -_.-...-...-----. Stock prices. 
Trade and securities statistics 
University of Pittsburgh, Bureau of Business | Indicators of business activity in the Pittsburgh district. 
Research. 
Ward’s Automotive Reports. .......--- Production of motor vehicles. 





2 Published jointly by the Securities and Exchange Commission and the Department of Commerce. 
be Estimates of value put in place published jointly by Department of Commerce and Department of 
bor. 
4 Based on Securities and Exchange Commission and other financis] deta. 
5 Miscellaneous information is received intermittently from numerous State and local government agencies 
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Accruep ANNUAL LEAVE 


Mr. Putiairs. Do you have any accrued leave? You are a new 
ageney. Do you have accrued leave that is not being exhausted 
generally speaking by the year? 

Mr. Keyseriuna. I do not know whether the agency has. I know 
I always lost a lot in every year. 

Mr. Gross. The amount that has been lost already is a staggering 
amount. 

Mr. Puiuuips. Staggering to whom, not to the taxpayer. 

Mr. Gross. To individuals who have not been taking vacations 
and therefore have been accruing them. 

Mr. Puitirps. But you are not carrying it over to other fiscal 
years, I take it, Mr. Gross? , 

Mr. Gross. We are operating under the recent interpretation of 
the Congressional directive, and accrued leave is being cut down. 


Py * 
EQUIPMENT 


Mr. Puiuurps. Do you have any automobiles of your own in your 
Commission? 

Mr. Gross. One. 

Mr. Puruurrs. Is that the one that is standing out in front now 
waiting for you to come out? 

Mr. Gross. Yes. 

Mr. Puruuips. Are you asking for any more? 

Mr. Gross. No, sir. 

Mr. Puriuurps. Are you asking for any new equipment in the office, 
typewriters adding machines, Mr. Gross? 

Mr. Gross. There will be a few new typewriters involved. 

Mr. Puitures. How many do you have in the whole agency? 

Mr. Gross. About 20. 

Mr. Puruurps. Were they all new when you bought them? 

Mr. Gross. No. We got a lot of surplus and we have had a lot 
of repair bills. 

Economic INDICATORS 


Mr. Puitiirps. How many issues of the Economic Indicators do 
you put out every month? 

Mr. KeyseruinGc. Under Public Law 120 of the Eighty-ftrst Con- 
gress, the Joint Committee on the Economic Report has about 4,000 
copies published every month. Of this 4,000, over 2,500 are sold by 
the Government Printing Office. Over 500 go to individual Members 
of the Congress. 

Mr. Puiuurps. 2,500 are paid for and 1,500 are on the free list? 

Mr. Keyser.ina. Yes, sir. But those that are paid for, the funds 
do not accrue to us. 

Mr. Puitures. Do you have any idea of what the offsetting figure 
would be? 

Mr. Keyseruinc. That would simply be multiplying the number 
distributed by the price per copy. 

Mr. Putuutrs. Yes, I think so. 

Mr. Keryseruinc. Less the cost of production to the agency 
making the distribution. 
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Mr. Puituirs. Do not go into it too deeply, but we might find out, 
because many of these agencies come in and ask us for a specific 
amount of money for printing and publication, and then the amount 
which is received for some of those items goes into the Treasury and 
does not produce an offsetting item on the account where it should be. 

On the other hand, some of the agencies bring in a request for print- 
ing which represents only the actual expense to the agency after the 
cost is reduced by the amount of the income. I would like to find 
out. Would you take care of that, Mr. Gross? 

Mr. Gross. Yes, sir. 


Mr. Puiturps. See if there is some figure that gives me some inform- 
ation on that. 


(The following information was supplied by the Government Print- 
ing Office:)- 

Average number printed each month for Council of Economie Advisers: 1,239 
at cost of $830.74. 


Number printed each month for sale by Superintendent of Documents: 2,800 
copies printed; 2,400 sold to subscribers at cost of $1.75 per year; 400 sold at 
15 cents per copy. 


RecuLations X anp W 


Mr. Puitures. According to your testimony today, did you have 
anything to do with the adoption of regulations X and W? 

Mr. KeyYSERLING. Yes; we have to do with them in the sense of our 
advice being sought by the detailed agencies so that our general 
economic analysis can help them to get action consistent, we hope, 
with a sound program. 

Mr. Puuuips. It is not perfectly clear to me why regulation X. is 
supposed to be an anti-inflationary measure when applied to areas 
where there is a great need for housing which people would buy if 
they could buy on a 10 percent down payment, but which they cannot 
afford to buy on a 25 percent down payment. They must either rent 
at no permanent benefit to themselves, or buy Federal housing, whose 
agents seem by some curious coincidence always to know immediately 
where those situations exist, and send in their salesmen to solicit 
for Federal housing. I cannot quite see where regulation X is 
anti-inflationary. It would not drain the money of people who could 
buy on smaller down payments. It prevents them from becoming 
home owners which, in my mind, is infinitely better than being renters 
all their lives, and accumulating rent receipts. 

Mr. Krysreriing. May I make a comment on that? 

Mr. Puivuips. 1 would like you to. I would like you to say why 
regulation X is anti-inflationary. 

Mr. Keyseruina. I think one part of the problem relates to the 
question asked about credit controls. One of the difficulties about 
credit controls is that they are a broadside approach. They hit all 
sections of the country indiscriminately, and even if they do not hit 
all sections of the country indiscriminately, they hit all buyers indis- 
criminately, including those who need, and those who do not. That is 
one of the reasons I think in a defense program you need to supple- 
ment this kind of broadside approach with more selectivity and specific 
action. 

For example, if you have to’cut back housing because you cannot 
build so much in the country at large because of the need of the 
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defense program, then after a while ydu reach the point where you 
have to allow house building to go on to a greater extent in defense 
areas than in nondefense areas, which is a specific kind of operation 
that you do not hit with a credit regulation. The same way with 
regard to autos. The criticism was made that if you put in a credit 
restriction which cut down borrowing for the buying of automobiles, 
that would hit the poor fellow who might need the auto very badly, 
rather than a well-off fellow who could buy it anyway. 

The answer is this. If you should have to, because of the defense 
situation, cut down your automobiles from the 9 million a year which 
they were running a year ago, to, say, one or two million, then you 
would have to use some kind of more direct equitable measure to get 
the automobiles where they are needed. In other words, if the whole 
country-wide supply was as low as in World War II, you would say the 
doctors would get them, ete. 

Mr. Puiuures. Strictly speaking, that is regulation W. I am not 
sure that the condition applying to autos is directly the same as apply- 
ing to homes. A man can get along without an automobile better 
than without a house. 

Mr. Keyspriinc. What I mean is this. If I will take the housing 
example, if we were producing a million and a quarter houses last year, 
and the international situation forced us to reduce that to 200,000, I 
am taking just arbitrary figures, the suoply would be so small that you 
would have to engage in direct rationing of houses. I mean you 
would say you can build them here, but not there, and this fellow gets 
them and that does not. You had occupancy controls in World 
War II. 

On the other hand, if you are moving into a more gradual effort, 
where you want to cut from a million and a quarter a year to a million 
or 800,000 a year, it is too large a number to ration that way. 

Mr. Puitures. My recollection is that during World War II, 
when we had all this control of houses, we reduced materially the 
production of houses. 

Mr. Kryseruina. Yes. 

Mr. Puitures. The Housing Expediter never expedited a house. 
He depressed building. As soon as we did away with the Housing 
Expediter, we had a lot of houses built. Am I right? 

Mr. Kryseruine. We had a lot of houses built when we did away 
with the war. Whether it was doing away with the Expediter or 
the war, I am not sure. 

Mr. Puiturrs. The doing away with the Expediter came ahead of 
the doing away with the war. I want to read you from the Economic 
Report of the President on page 103. 

A maximum productive effort should not be discouraged. 


Putting that into somewhat simpler language, that means that pro- 
duction is the best antidote for inflation. 

Mr. Keyseruina. We think that. 

Mr. Puruurps. So do I. We are in agreement. I wonder if our 
general plans of controls are carrying out your feeling on that subject? 

Mr. Keyseruina. I think that the more we have a chance to 
influence economic policy, the more that will be true. I think that 
in looking over our reports over the last year or two, you will see 
that we have placed constant emphasis on that, and if you look over 
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the various business journals now and other evidence of thinking, you 
will see that doctrine or whatever you want to call it is becoming 
more accepted. I do not think that controls are a substitute for 
production. 


CounciL’s RECOMMENDATIONS TO PRESIDENT 


Mr. Puixuies. Stop right there. Let it rest right there. That is 

excellent testimony. I agree with you. 
p I have the same report, at page 15. This is no connection with 
what I was asking about before. I will come back to that. Under 
the subheading “Agricultural production,” I quote: “Our food sup- 
plies, while entirely inadequate for the time being, will clearly have 
to be increased.”” I skip a sentence. ‘Acreage allotments and mar- 
keting quotas have been set aside.”’ I skip a few sentences. “Our 
farms are now more mechanized than ever before,” and on to the end 
of the paragraph. 

Did you have any idea that would be news to the agriucltural areas 
of the United States? : 

Mr. Keyseruinc. I do not think, Congressman, that in any 
written document reading certain sentences, if they stand alone, 
will not——— 

Mr. Putiurps. That is correct. That is a good criticism and I 
accept it. I only omitted them not to take up time. What I meant 
was this, and you and | have discussed this in previous years. I have 
never been convinced of the fact that many of the recommendations 
of the Council of Economic Advisers were not pretty generally known 
in the country before you made them, and I am suggesting that this 
introduction to the report contains a series of statements that had 
been published by other agencies, especially the Department of 
Agriculture and the Labor Department. Do you think that the 
the statement that there is going to be a shortage of labor—— 

Mr. Yates. That is in the President’s message that you are reading 
from. 

Mr. Puixuips. Perhaps a little cost could be saved, because on page 
96 the statement is repeated word for word. I am not quibbling over 
the use of a half a page. 

Mr. Keyseruina. I do not think you are. Let me answer your 
question. 

Mr. Puitures. You can have the whole question at once. What 
did you specifically recommend to the President? The President 
knew we were going to be short on food and labor. If he did not, I 
would be very sorry for him, because he could have read it in the 
newspaper or asked Mrs. Truman what she was paying for groceries. 
What did you specifically recommend to the President that justifies 
the committee giving you $375,000? 

Mr. Keyseruina. Let me give you some spec? ‘ic illustrations. Of 
course, you recognize you are putting me in a position of having to 
say something favorable about ourselves to answer your question, so 
make charitable allowances for that. Let us go back to 1948 and talk 
about some of the things which we did specifically recommend which 
were not either universally or generally accepted, which have turned 
out to have been correct, and in which instances I think the country 
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would have been better off if they had been more fully followed, or in 
any event is better off because they are being followed now. 

Let us be specific about that. In early 1949, the country was going 
through a recessionary period. The Council of Economic Advisers 
was challenged to appraise that situation and to come up with pro- 
posals and recommendations. Incidentally we were doing only what 
Congress charged us with doing. The common viewpoint in the busi- 
ness community then, and among most of the economists, was that 
the early 1949 situation was the beginning of a protracted and pro- 
longed recessionary movement, and there were many who urged us 
for that reason to advocate the institution of many more Government 
programs to forestall the depression through the expansion of various 
Government programs. 

We could have recommended that. We rejected that hypothesis 
and instead said that our analysis led us to the conclusion that the 
recession would be short lived, and would be succeeded by a program 
of vigorous business recovery. 

Mr. Puitures. You certainly are not saying that you anticipated 
world war II] coming on. 

Mr. Kryseruina. [| will answer that question in the course of this 
commentary. That was our analysis, and consequently we did not 
recommend the course of national policy which the prospect of a deep 
depression would have called for, but we instead recommended allow- 
ing the recuperative forces of business to have full play and more 
specifically, we identified the problem of business investment and 
said certain things about that and certain ways in which it could be 
encouraged. 

Many economists appeared before the Joint Committee on the 
Economic Report and took exception to this as being fundamentally 
a wrong analysis. It happens that the analysis was correct, that the 
Government, broadly speaking—I do not certainly claim because we 
recommended it, but anyway we were one factor in the picture—did 
follow the policy we reocmmended, broadly speaking. And _ the 
vigorous and sustained business recovery, to answer the latter part 
of your question, did come into being well before the Korean incident. 

In other words, by the second quarter of 1950 which was before 
Korea, the business recovery had by then been pronounced. The 
rate of employment moved up, unemployment declined, and we were 
at a much higher level. 

Even more specifically, let us take the steel problem which we 
discussed before. We said very explicitly and concretely in 1948 and 
1949 that the problem of adequacy of steel supply was one of our 
biggest problems, very specifically. 

Mr. Puiturs. Mr. Keyserling, what your Chairman said at that 
time, and I quote, 

It is my personal opinion that it is not incumbent upon us— 
meaning the Commission— 


to develop a formula for administration. We are supposed to carry our analysis 
up to a point where the Citizens Committee could take it up— 


and soon. Do you remember? 
Mr. Keryseruina. As I recall, Congressman Phillips, you were not 
entirely satisfied with the generality of that reply. 
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Mr. Puiuurps. That is right; I was not. 

Mr. Kryseruine. I am trying my best to be more specific. 

Mr. Puiturps. Excuse me. I will not interrupt you. 

Mr. Keyseruina. No, sir; I mean that I do feel that we should be 
more specific. I have agreed with you on that all along. 

Mr. Paturps. I thought you had. The same thing you remember 
on agriculture, it seemed to be the policy of the Commission at that 
time, which you are now quoting as the year in which you made specific 
recommendations, it seemed to be the prescribed and acknowledged 
policy of the Commission at that time that you were not making any 
specific recommendations on any subject, but were simply passing a 
lot of figures over to the President and letting him work out his own 
results. That last is my statement, not yours. 

Mr. Keyseruinc. I would like to indicate that the steel area is one 
area where the reports did make specific findings and recommenda- 
tions, and some of the shortages which we identified very clearly 
became thorns in the side of the economy not after Korea but in early 
1950. In 1950 Mr. Wilson, of General Motors, our largest industrial 
concern, and small-business men all over the country had come around 
to the view that some of the shortages which we had identified in fact 
existed. If there had been a further development of action in accord 
with those recommendations, we would not have now been to the 
extent we are in the position where we have to build up these facilities 
at a much higher price level, and at a time when our resources are 
much more strained. I give that as a factual illustration. 

Mr. Puruipes. It is late. Let me ask you if you have or have not 
advised the President on certain subjects, one of which was the infla- 
tionary trend that you already have answered to Mr. Andrews; 
another is rubber? 

Mr. Keryseruina. Yes. 

Mr. Puiiurps. On general food conditions? 

Mr. Keyserirna. Yes. 

Mr. Puriures. On the 16.1-billion-dollar tax request? 

Mr. Keryseritinc. We have advised the President and advised 
everybody else that we could get a chance to advise that a sound 
fiscal policy in these times is to balance the budget. 

Mr. Puruuips. You have had no feeling, or at least official position, 
on whether the additional tax request should be 16.1 billion or 10 
billion or any other figure? 

Mr. Keyseruine. The 16.1 figure is a derivative of the size of the 
proposed budget as against estimates of what current tax revenues 
would raise. 

Mr. Puiuurps. Let me put the question in this way: Have you taken 
any position on the size the budget should be? 

Mr. Krysrerurnc. Not in detail. In other words, we do not hold 
ourselves responsible for each segment of the budget. 

Mr. Puiuuips. The total figure? 

Mr. Kryseriina. We have generally advised that there be economy 
in nondefense expenditures and in cutting down some of the things 
that were done in peacetime. 

Mr. Puitires. Have you said to the President that a budget which 
he specifies as being 71.6 is too large for our present economy? 

Mr. Krysreruina. That specifically we have not said. 

Mr. Puitures. Would you care to say now? 
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Mr. Keyseruine. That gets into a question of how much weight 
the Congress attaches to various purposes. I am not trying to avoid 
your question. 

Mr. Puiuurps. You see, the budget figure that we have before us is 
71.6, but upon adding up all of the items into which we are going 
this year, it actually comes to about 98, and if you take the ones we 
are obligating ourselves for several fiscal years, it will come to 140. 

Mr. Keysreruinc. Not in one year. 

Mr. Puiturrs. No, over the whole period of time. But we have 
obligated ourselves to buy it. We have broken regulation W in a 
way and have not put down our 25 percent on the advance purchases 
that we are making for the next two fiscal years. It seems to me that 
is a pretty heavy strain on the economy, and it seems to me that 
might be something for the Council of Economic Advisers to think 
about. 

Mr. Keyseruina. We certainly have. Let me say that the figures 
you cite of 90 or 140 are accumulative figures over a period of years. 

Mr. Puruuips. That is right. 

Mr. Keyser.ina. Getting back to the 71.6 figure that you cited, 
the view we take is this, that there is no way of deciding some of the 
figures in the budget except on broad grounds of national policy which 
are in the province of the Congress. I am not trying to duck that 
question. J am simply saying that whether you want in this situation 
to cut down this much or that much on education, take one example, 
or on roads, is not simply a matter of pure economics. It gets to a 
Congressional question of how highly it values those services in the 
current situation. We have said in a general way that if the Congress 
should decide to approve a budget of 71.6 billion, that our ecouomy 
could carry it, would have to carry it, and that counterinflationary 
measures would have to be tuned up to the extertt necessary to do that. 

We have, for your information, Congressman, advised tight cutting 
down of nonessentials. We have advised cut-backs on housing. 

Mr. Puiturps. Where did you tell the President to cut back? That 
is the important point, is it not? 

Mr. Kryseruinc. We have recommended cut-backs 

Mr. Puitures. What is the limit you say the economy could stand? 
You say I think we ought to cut the budget. I have 300,000 con- 
stituents who will say the same thing and we do not have to pay them 
$375,000. Where did you cite what the limit ought to be? If it is 
not to be 71.6, what did you say it ought to be? 

Mr. Kryserutnea. I do not believe there is any one arbitrary figure 
that the American economy could or could not stand. I think it is a 
matter of national policy that falls largely within the province of the 
Congress. 

Mr. Puiuures. You keep putting it on until the economy breaks. 

Mr. Krysertine. No. If I said here that after serious study 
the American economy could stand 69 billion but could not stand 72— 
I am trying to be frank with you—I think I would be pretentious. 
Seventy-three is harder to stand than 69. Congressman, because we 
have said that we could not figure it in precise billions does not mean 
that we have not been specific or have not advanced any specific 
criteria. As you look at the report, you will see that we made a 
pretty careful analysis of this, and pointed out that during the course 
of World War II the outlays at one point rose to more than $100,000,- 
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000,000 a year, that they were sustained for a number of years, for 
several years at 80 to 90 billion dollars. We contrasted that with the 
then productive size of the economy and traced through the develop- 
ments during the war and subsequent to the war, and reached this 
conclusion: Of course, any expenditure for national defense, and that 
is the basic source of the increases now, is uneconomical in the sense 
that it is not productive like civilian supplies. Any dollar of defense 
expenditure is wasteful if we do not need it. Sure, the country would 
be better off economically if you did not spend a dollar for national 
defense if it were not needed. But we have said, assuming it is 
needed, and we cannot be the judges on that, we have to accept on 
national defense what the President and the military and other 
people arrive at, and Congress approves. We have said if they 
arrive at the figures now being talked about, and if Congress approves 
them, then we can as economists say our economy can stand this 
strain, and we base it on quantitative analysis, on what we stood 
during World War II, and what we face now with the size of the 


economy now, and it is spelled out in a good deal of specific factual 
analysis. 


FUNDS ALLOCATED TO COUNCIL BY THE PRESIDENT 


Mr. Puitures. Did you get some money from any other source this 
last year? 

Mr. Keryseruinc. Yes, we got some funds from the allocation by 
the President of the funds made available by the Congress to him 
under the Defense Production Act. 

Mr. Puitures. Through the emergency fund? 

Mr. Keyseruinc. The Defense Production Act funds. 

Mr. Purtuips. Not his emergency fund? 

Mr. Kryseruinc. The Defense Production Act fund. 

Mr. Puiiures. On what ground was that given to you? 

Mr. Keyseruinc. On the ground set forth in my opening statement, 
that most of our work now falls in the area of advising and servicing 
the agencies operating in that field. 

Mr. Puiturps. The Council of Economic Advisers is also a war 
agency now? 

Mr. Keyseruina. All I am saying is that the economic problems 
of Government in a defense period are defense economic problems. 

Mr. Puiuurps. Yes, I think they are. But I think the committee 
would also have been disappointed if you had not come in and testi- 
fied with all the other agencies that you were now engaged in a great 
emergency and needed this money for defense purposes. How much 
did you get? 

Mr. Keyseruine. What is the exact figure? 

Mr. Gross. The only allocation thus far formally transferred was 
$16,000. 

Mr. Puiiires. How much did the NPA say it would give you? 

Mr. Gross. They said they would give us up to the increment of 
$75,000 at an annual rate, which is contained in the budget message 
for the next fiscal year. However, we are not going anywhere near 
that high. 

Mr. Puiuups. Have you taken that in consideration when you ask 
for $375,000? 
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Mr. Gross. The two statements were prepared at the same time. 

Mr. Puiiutps. I mean the $75,000 or any part of it is not included 
in the $375,000. 

Mr. Gross. Yes. The $375,000 budget request clearly contem- 
plates no allocations from Presidential funds whatsoever during the 
next fiscal year. 

Mr. PHILuirs. Including the defense agencies? 

Mr. Keyseruine. That is correct. In other words, we are simply 
laying the whole picture before you, rather than relying on continu- 
ously 


Axpimnity oF GOVERNMENT TO AFFoRD ReEQuEstTeD 1952 Bupcer 


Mr. Puiuuires. Mr. Clark, you ought to say something while you are 
up here this afternoon. Do you concur in all the testimony that has 
been given so far? 

Mr. Cuark. Nothing gave me any shock, Congressman Phillips. 

Mr. Puiturrs. Do you believe that the country can stand a 71.6 
billion dollar budget with the additional obligations that it implies, 
and have no pains and aches that would be fatal? 

Mr. Ciark. When that question arises, I assume what is meant is 
this: If the Government has a budget of this size, would it be possible 
for the business world to continue to operate, for production to con- 
tinue, and people to have goods to consume and investment to move 
forward. I say “Yes.” 

Mr. Putuurres. No; it implies more than that. It implies, can we 
spend that money for all the items which would be involved in the 
71.6 in a time when the demands upon us are going to be so great for 
national defense, because the implications of that budget carry into all 
parts of the country very seriously, and into the lines of social and 
economic and defense and manufacturing interests in which the coun- 
try will engage itself. It is just a little bit more than if we could in 
time of an emergency stand a budget of 71.6. Do I make myself clear? 

Mr. Cuark. I think I see what. you have in mind. I think that is a 
little different angle than what is in the mind of those who talk about 
things with respect to what the country can stand. 

Mr. Puruurps. I thought you gentlemen were a little different 
from other people. 

(Discussion off the record.) 

Mr. Cuark. In that guise, the question is more easily and con- 
fidently answered than the interpretation I placed upon it, because it 
means can this country stand up if the Government has programs 
which involve the diversion to military purposes of productive effort 
and of manpower to the extent that a 71-billion-dollar budget may 
entail, 

Mr. Puituiips. Yes, because in our minds there would be this dis- 
tinction. The one is a budget which is a war emergency budget 
forced upon us, and we would hope the earliest possible conclusion of 
that part of the budget, while the other type of budget would include 
a great many things that would continue year in and year out and 
from the experience of this committee would increase each year in 
cost. Can we do all of that in time of emergency? 

Mr. Cuark. I see no difference between the emergency situation 
and the semiemergency situation. In either case the question is, 














































eke: ROU TION NED 











232, 


with so much diversion of production capacity and manpower to the 
defense effort, will it be possible for the country to remain solvent, 
prosperous and forward moving? The answer is that it undoubtedly 
can do it as we have already proven because during World War IT the 
diversion was twice as great as that contemplated by a 71-billion- 
dollar budget. But it does mean that there will be serious limitations 
placed upon the individuals who, because goods are being diverted, 
manpower and productive capacity being diverted from the civilian 
purpose, there will be less available for civilian use, although they 
will have more money. 

Mr. Purvis. What were the highest domestic demands during 
World War II, exclusive of war demands? 

Mr. Cuiark. In dollars, you mean? 

Mr. Patties. In dollars, if you want. 

Mr. Crark. Or percentage? 

Mr. Puivures. Either way. 

Mr. Crark. I think the percentage of the war programs was about 
50 percent of the economy. Mr. Keyserling has that figure in mind. 

Mr. Keryseriine. The defense programs during World War II 
reached a peak of well over 40 percent, taking the highest year, and 
came up close to 50 percent at the absolute peak, which was late in 
1944. 

Mr. Puiurps. Then this being a high budget this year, what 
percentage of this budget goes for the similar type of expenditure? 

Mr. Keyseruina. The level of expenditure at the end of next year, 
when the military program at this computation rises to the 50 billion 
or so indicated, would be approximately, as stated in our report, 
about 18 percent of the total output of the economy, as against the 
40 or 50 percent that I cited for World War II. 

Mr. Puruurps. That is my point, Mr. Clark. You are saying that 
because we stood a demand in World War I, we can stand it in World 
War II, but the domestic demand has reached a 50-percent higher 
point in World War II than it did in World War I. 

Mr. Crark. Yes; but the goods available for the domestic economy 
and for civilian demand in a much larger economy, which we now 
have, will be much larger, diminished by 18 percent, than during the 
war when they were diminished by 40 percent. 


Errect oF Derensre Errort on Nation’s Economy 


Mr. Yates. May I follow that up with one thought? In view of 
the fact that we are moving to a war economy which will result in 
increased civilian demand for certain items, what happens to that 
portion of our economy which will not be able to go into the military 
effort? Will such businesses just fall by the wayside? What was 
the percentage last war? Will it be greater during this next mobiliza- 
tion effort? Is that what you had in mind, too, Mr. Phillips? 

Mr. Puiturps. The whole thing is a package. 

Mr. Keryseruiina. Let me try to invert the figures and make it 
plainer. In World War II, with the peak you had 50 to 60 percent of 
your total output left over for the civilian economy, because 40 to 50 
percent of the peak was in the war effort. So you had 50 to 60 percent 
left for the civilian economy. At the peak of the current projected 
defense program, which would rise to about 18 or 20, you would have 
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80 percent left over for the civilian economy. So taking it on the per- 
centage basis our defense program of the now-talked-about size would 
leave 80 percent over for the civilian economy, as against 50 or 60. 
Now, we will come to the absolute figures 

Mr. Puiuuirs. If we were inside the income of the country, you 
would be right. But the budget laid before us is $30,000,000,000 out- 
side of the income. How could you say we have 80 percent of the pro- 
duction of the country left to pay the debt? You are on an assumption 
that this budget, or any size budget, is not going to strain the economy 
of the country. 

Mr. Keyseruina. I am not saying that it will not strain the econ- 
omy. Iam saying that a total budget of 71 billion dollars, as against 
a national output which is now running about 300 billion dollars, 
speaking in very rough terms, would be about one-quarter, in other 
, words, you have three-quarters left over for the civilian economy, 
g including industrial, as against 50 or 60 percent in World War II. 

t The next question you raised was not in percentage terms, but 
rather in absolute terms relating to population. First of all, the 
a absolute productive amounts left over would be greater not only 
because 80 percent is greater than 60 or 50, but because it is a per- 
centage of a larger total output. Then you come to the per capita 
question that you have more people in the country. We also ana- 
lyzed it on that basis and because of more people the differential re- 
duces, but even on a per capital basis, you would have a larger supp! 
per capital on this assumed defense program than in World War II, 
obviously because it is a smaller program, and a bigger economy. 

Nonetheless, it will impose a very serious strain, and we are not 
arguing that it will not impose a strain, because the defense program 
is being superimposed on an economy that was running pretty fully 
before the program started. Also, the incomes generated by the total- 
ity of production, both defense and nondefense, passes mainly into 
the hands of business and consumers, and they have all the money to 
spend while the only goods they have to buy will be those not taken 
by the defense program. So you have the inflation pressure. That 
is why we feel it has to be closed with cut-backs and other things. 
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STATISTICAL AND Fact-F1npING AGENCIES OF THE GOVERNMENT 





Mr. Corton. I will forego most of what I want to inquire because 
it is very late, but one thing I wanted to ask you about is what Mr. 
Phillips asked you for, a list of the sources of some of your information, 
such as Brookings Institute, and so on. It was not quite clear to me 
whether that list would include the fact finding and fact gathering 
statistical bureaus of the other departments of the Government. 
Was it so intended? 

Mr. Puiuures. I mentioned the Bureau of Labor Statistics and 
Bureau of Agricultural Economics; if there are others, put them on 
one list. 

Mr. Corton. My point is this, that it seemed to me as we listen to 
various departments that a number of departments of government 
are engaged in rather extensive and somewhat expensive researches 
for statistical material in various fields, and I wondered if there was 
not some duplication. It seems to me you are in an exceptionally 
good position to give us the information because you are drawing 
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from these, and you are in the coordinating position. So could you 
include in that list all those departments with which you are familiar 
that are gathering such information? 

Mr. Kryseruina. I would be glad to do that. 

Mr. Corron. On that point, Mr. Keyserling, is it your impression, 
if you have had occasion to consider it, that there is a certain duplica- 
tion among departments in the gathering of statistics and information? 

Mr. Keyseruina. I do not want to indict a whole government any 
more than a whole people. I would say that any large operation, 
private or public, whether it be a gigantic business corporation or a 
gigantic public enterprise, may involve some duplication and some 
waste. You certainly want to try as hard as you can to get it as low 
as you can, and I would not underestimate that problem. 

Mr. Corron. I think we all recognize that. I did not mean that 
exactly. It seemed to me that in our work here in the next few 
weeks, that we could well examine this point carefully, because already 
I have observed that different departments seem to be gathering the 
same information, and you would agree that something could be done 
along that line? 

Mr. Keysertina. Yes. I want to make it perfectly clear that it is 
not our function to handle the administrative aspects of the Govern- 
ment. In other words, there are agencies charged with that specific 
responsibility. We ourselves would be sO in duplication if we 


undertook to do the job of the Bureau of the Budget. I am not 
ducking the question in any way, but we are charged with examining 
the economy and not whether too many personnel are employed in 
the different agencies of government. 

Mr. Corton. I realize that, but I thought you might have this 


information. 

Mr. Keryser.ina. Yes. 

Mr. Ciark. May I say a word, please? The Budget Bureau has 
a very sharp eye on the statistical services undertaken by the various 
agencies of the Government. I think that you will find that there is 
very little duplication of the gathering of statistics, which is the point 
you raise. We gather none for ourselves. We take everything from 
the agencies and we know just what agency to go to for a particular 
type of statistical report, and we get it. We know it is not available 
elsewhere. There is duplication in the analysis of statistics within 
the several agencies, each of which of course has a particular angle 
that it is interested in and wants to analyze statistical material, and 
you will find duplication there. 

Mr. Corron. Do you mean that the Budget Bureau essentially i is 
the agency that has its eye on that duplication or the General Account- 
ing Office? 

Mr. Ciark. The Budget Bureau. 

Mr. Corton. Does the General Accounting Office function that 
way at all? 

Mr. Criarx. I do not know about its operations. I do not know 
whether they make any effort to do it. 


Report on Economic Conpirions In New ENGLAND 


Mr. Corron. Now, Mr. Keyserling, I had hoped to have a moment 
to ask for some information which is of vital interest to me. I was 
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naturally very much interested in your reference to your committee 
study of New England. May I ask what led to the selection of New 
England for that study? 

Mr. Keyseruine. Well, first of all, New England was not the first 
area studied. The first area studied was the South. I think what led 
to the selection of New England is the general concensus of business- 
men and economists and others that New England is the section of the 
country which has for a long time presented particularly challenging 
questions of industrial adjustment. Sometimes it is expressed in the 
thought that New England is on a long-time decline. Sometimes it is 
expressed by saying they are losing industries to this or that. But it 
is regarded as a section which has presented rather acute problems of 
industrial development. 

Mr. Corton. Did that demand or suggestion for studying New 
England emanate from New England largely, or did it come from you 
or other outside sources? 

Mr. Keyseruina. It came largely from New England itself. It 
also came from people who independent of geography are interested 
in the well-being of the American economy in the various sections of 
the country. 

Mr. Corron. In your study, would you say that the larger per- 
centage of your findings had to do with the power situation in New 
England? 

Mr. Keyserurnc. In the first place, Congressman, they are not our 
findings, because we are not conducting the study. We are giving it 
a certain framework of reference. But the study and the findiags 
are entirely in the hands of an independent group of experts drawn 
from various parts of New England under the chairmanship of Pro- 
fessor Gregg at Harvard School of Business Administration. 

Mr. Corton. They were selected by you, were they not? 

Mr. Keyserine. Yes. 

Mr. Corron. And conducted under your general supervision? 

Mr. Kryseruinc. Even the point that they were selected by us is 
true, but not 100 percent of the story. ‘They were selected by us with 
advice from people in New England who knew people working in 
this field and how we could get a balanced group that would not 
represent any biased point of view. In other words, we took someone 
from the Federal Reserve Bank, we took someone from a university, 
we took people from different States. Most of these people who had 
been experts in the New England economy had developed differing 
viewpoints and clashes, and we did not try to fill it up with one school. 
We tried to get a balanced independent group to make the best study 
that could be made. 

Mr. Corron. Do not misunderstand me. My questions are not 
from any hostility. I think we all welcome the activity. 

Mr. Keyseruinc. I understand. 

Mr. Corron. I was trying to determine a few things about New 
England, and second about your general policy of the various sectional 
studies. 

Mr. Keryseriinc. On the question of power, I have seen preliminary 
drafts of the study, and I would not say it concentrates on power. It 
is a broad study which deals with power, transportation, industry, 
and with agriculture. It is a broad regional study of the area. 
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Mr. Corron. The reason that I phrased the question that way was 
that I rather gathered from the President’s message to the Congress 
when he commented on New England, and there again we are glad if 
he is interested in New England, he emphasized—I cannot remember 
his exact words, but I got the inference that New England had not been 

uite alive or alert enough to its power possibilities, and that was a 
eld in which they needed some help. Am I correct in that 
recollection? 

Mr. Keyseruina. I think that is one very important area. 

Mr. Corron. Am I correct that the President did emphasize that 
one point? 

Mr. Keryseruina. My recollection on that is not clear. 

Mr. Corton. If you care to say, or if you know, was the Presidenit’s 
viewpoint on that based largely upon your advice or of your council, 
or the committee that EE under your direction? 

Mr. Keyseruine. There has been no conjunction between the Pres- 
ident and us in the development of this particular study. He did not 
ask us to do it. We did not submit the names to him. This was not 
something inspired, and I say that in an entirely neutral sense, by the 
President. 

Mr. Purtuirs. How many people are engaged in that? 

Mr. KeyseruinGc. There are 8 or 10. 

Mr. Puriurps. Have you the names? 

Mr. KeyseruinG. Yes. 

Mr. Puriurrps. May we put them in the record at this point? 

(The information referred to follows:) 


MEMBERS OF THE COMMITTEE OF EXPERTS ON THE NEW ENGLAND EcONOMY 


Charles I. Gragg, chairman, professor of business administration, Harvard 
Business School, Boston, Mass. 

George H. Ellis, professor of economics, University of Maine, Orono, Maine. 

Lyle C. Fitch, professor of economics, Wesleyan University, Middletown, Conn. 

Seymour Harris, professor of economics, Harvard University, Cambridge, Mass. 

John A. Hogan, chairman, department of economics and business, University 
of New Hampshire, Durham, N. H. 


Philip H. Lohman, chairman, department of commerce and economics, University 
of Vermont, Burlington, Vt. 


John P. Miller, professor of economics, Yale University, New Haven, Conn. 
Alfred C. Neal, vice president, Federal Reserve Bank of Boston, Boston, Mass. 
Philip Taft, professor of economics, Brown University, Providence, R. I. 

Mr. Yates. Are they acting with or without compensation? 

Mr. Keryseruina. They are acting with minor allowances of cover- 
ing costs, but as I said earlier, in terms of what these people would 
get for doing a job, they are really making a contribution. 

Mr. Gross. There is a $5,000 contract between the Council and 
the New England committee. 

Mr. Puiturps. Have you asked for that? 

Mr. KeyseruinG. That is in our current budget. You have nine 
outstanding citizens. 

Mr. Puiurps. I take it you have assigned people from your staff, 
then? 

Mr. Keryseruinc. This does not include our staff. 

Mr. Puiturres. But I take it you have assigned people from your 
staff to do some of the detail work? 

Mr. Kryseruina. We have one person from our staff who has been 
in contact with them. 
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Mr. Puiuurrs. That is not in the $5,000. That is in the Council’s 
budget? 
r. Keyseruine. That is right. 

Mr. Puiturrs. Only one person? 

Mr. Keyseruine. That is right. 

Mr. Crark. I took a trip up to Boston once, and spent a week end 
there. 

Mr. Puiturrs. We will not count that. You should have come to 
California. 

Mr. Corton. But you are familiar with the report? 

Mr. Keyseriine. In a general way. It has not been finally 
submitted. I looked danent the first submission of the rough draft. 

Mr. Corron. Would you be at liberty to tell me whether the 
greatest emphasis was laid on the power situation or not? 

Mr. Keyseruina. There is considerable emphasis on it. I do not 
think that one would say that was the central theme or main point of 
the report. 

Mr. Corton. I am guessing, because of the President’s reeommenda- 
tions, that that report advocates the beginning of construction of the 
so-called St. Lawrence seaway. 

Mr. Kryseriinc. This report, Congressman, is entirely separate 
from the President’s recommendations. He has not seen this report. 
He did not ask for this report. This report is being made by this 
Four of independent experts. This report has nothing to do with the 

resident’s recommendations. 

Mr. Corron. You are quite confident that is so? 

Mr. Keryseruina. I am positive of that. 

Mr. Corron. Your fundamental function is to advise and make 
researches for the President? 

Mr. Kryser.ina. But we are specifically enjoined under our statute 
in doing that to call upon private research organizations, universities, 
business groups, and so forth. In other words, sure we expect these 
studies to be helpful to us, but that does not mean that each particular, 
study is passed upon by the President. 

Mr. Corron. Do you inaugurate any of these studies without any 
authority from the President, such as the New England study, to be 
specific? 

Mr. Kryseruinc. The President does not undertake to supervise 
in detail our work program. Let me give you another example. We 
worked with an organization like the National Bureau of Economic 
Research, which is a private organization. We work with the National 
Industrial Conference Board, which is a private organization. The 
National Bureau of Economic Research is helping us without com- 
pensation to supplement some of our analyses of national income, 
which is important in the economy. The National Industrial Confer- 
ence Board has helped us with other matters and we maintain a con- 
stant relationship with them. We do not go to the President in each 
instance of this kind and say, ‘‘Do you want us to get some help from 
_ — Bureau of Economic Research or the National Conference 

oard,”’ 

Mr. Purturps. I am not sure that is completely analagous. You 
have engaged in a majority activity, the investigation of a whole 
area. Do you feel under your act that you have the authority to go 
out and do a big thing like that without consulting the President? 
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Mr. Keyser.ina. In the course of our reporting to the President 
we have mentioned to him that we were doing this. 

Mr. Corron. What I was about to ask; was this done entirely 
independent of the President, without his knowledge, or was it done 
with his knowledge and consent? 

Mr. Keyseruina. I do not know exactly the extent to which the 
advice we get from the President is within the scope of this hearing— 
I mean we are working for the President. I am not saying that in 
and invidious way. We are his staff people. 

I am not trying to duck any question. All I can say is that the 
impulse for this study did not originate with the President. It 
originated with groups who talked with us. We went ahead with 
it. Naturally we had occasion to mention to him that we were 
going to do it and he probably said it sounds like a very desirable 
thing to do, or something to that effect. 

Mr. Puiuurrs. Do you have a legal counsel? 

Mr. Keyseriinc. We do not have any of those embellishments. 
We have no attorneys, publicity people, writing staffs. 

Mr. Corron. May I say this to save further time. I am saying 
frankly that this colloquy has gotten to a point that I did not foresee. 
I am not trying to pin you down or get the President tied up to 
something. This was a preface to a little information I hope to get 
about your report and about your findings. I am perfectly willing 
to let the matters rest as far as the matter you have been covering. 
In fact, 1 cannot understand the reason why we are quibbling so about 
the President and the Council with regard to this New England 
investigation. 

Mr. KnyseruineG. | did not interpret your questions, Congressman, 
as being critical questioning in any way, and I am not quibbling. 

Mr. Corron. | said we are quibbling, not you. 

Mr. Kryseritinc. Maybe Iam. All I am saying is that from time 
to time we make studies of regional situations and business situations 
and so forth. We clearly do not in each instance feel called upon to go 
to the President and say, ““May we make this study or that study.” 
He assumes that we are doing an intelligent job. In this instance, as | 

recall, there was some point in which it was mentioned to him that 
this study was going to be undertaken, and he said it was a fine idea, 
or something like that. 

Mr. Corron. What I would like to know is whether you yourself 
are reasonably familiar in a general way with the findings of this com- 
mittee even though they have not yet reached a final draft of the form 
of report. 

Mr. Kryseruina. Yes; except that since we are not reviewing them, 
we want it to be an independent study, I must confess, with the press 
of our other business, | have not studied the draft carefully. If | 
were reviewing it, | would. 


Sr. LAWRENCE SEAWAY 


Mr. Corron. I am not asking you to reveal anything about this 
report until it is out. Would you care to comment on the advisability 
at this particular time of starting the St. Lawrence seaway? 

Mr. Keyseruine. We think that particular thing is desirable. 

Mr. Corron. And desirable why? 
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Mr. Keysreruine. Desirable because on the basis of those who 
have looked into it most carefully, it seems to be an important ele- 
ment in the provision and carrying of ores in connection with the steel 
problem. 

Mr. Corron. And you mean by that in connection with the national 
defense. 

Mr. Keyeruinea. Yes. 

Mr. Corron. In your opinion, is there a likelihood that the matter, 
if commenced now, could be completed soon enough to have much 
bearing on the situation that we are in now, even though it extends 
for some little time? 

Mr. Keyserune. The whole problem there is, Mr. Congressman, 
that there is no way of evaluating how long the situation will last. 
The military and international people themselves talk about a thing 
of long duration that may last for a number of years. 

Mr. Corron. It has seemed to me, and I am just asking you as an 
economist on this point, that our national problem we are now facing is 
divided into two distinct phases. For the next 18 months we are in a 
race against time to try to build up our defenses so that they might be 
somewhere near comparable to the power of potential enemies, and 
at the end of perhaps 18 months or 2 years, we then, if we have 
weathered that phase of it, go into a long-pull problem of continuing an 
alert and safe economy, an alert and safe national defense; is that 
correct? 

Mr. Kryseriine. That is correct. 

Mr. Corron. In view of that fact, I was wondering about these 
projects that are before the committee in the budget, seven new 
waterways projects costing roughly a billion and a half dollars, of 
which the St. Lawrence seaway is only one. It includes the TVA 
and Hells Canyon and Columbia Basin projects, Old Hickory in the 
Cumberland, Gavins Point on the Missouri. Are these, in your 
opinion, necessary at this particular time in this particular year in 
view of the general situation? 

Mr. Kryseriinc. Congressman, I do not want to be pretentious. 
We cannot have accurate and acute judgment over every matter, even 
on every important matter. We deal with the national economy. 
Now, when you come to these questions of specific projects, and what 
resources they take and how much they compete with other resources 
and uses, and.how quickly they are necessary, those are things which 
of necessity fall within the province of people who are operating in 
those particular fields. 

For example, Mr. Wilson has a much closer responsibility than we 
have for a thing of that kind. In addition, I suppose, he is someone 
who knows in a general way about the power problem. I understand 
he reached the conclusion recently that it is a desirable project. 

Mr. Corron. You are referring to the St. Lawrence seaway. 

Mr. Keyseruinc. That is right. 

Mr. Corron. Would it be proper to ask you if you did advise the 
President in favor of these projects that are in this year’s budget? 

Mr. Keyseruinc. Not as to individual projects. We have no 
competence to judge either the technical or cost factors of resources 
and manpower of individual problems. Those are developmental 
problems that others are much closer to than we are. 
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Mr. Corron. And by the same token you have not indicated to 
the President whether $300,000,000 to equalize educational oppor- 
tunities this year is advisable? 

Mr. Keyseruine. I do not think that I can give you a complete 
catalog of what we have indicated to the President, or what we have 
not. Without attempting to avoid the question in any way, because 
I think the Congress itself set us up as a body of advisers to the 
President, and it is not exactly my concept of that relationship that 
we can advise others on every matter that we advise the President. 
We do not make recommendations direct on these matters to Congress. 

The President does, and the Congress has to pass on them. 

Suppose the budget contains a figure of $79,000,000 for a particular 
project, and you ask the Budget Director, “Did you advise the 
President that it be less or more in each of the items?’ You would 
soon find a situation where he said it is pretty hard to answer all those 
questions. 

Mr. Corron. Did I understand from some of your other testimony 
that you are now contemplating the study of some other section of the 
country in the same way you have been studying New England? 

Mr. Keyseruinc. Except for the Southwest study, we do not have 
any funds or plans like that. 

Mr. Yates. Thank you, gentlemen. 


GEL Eo ey OES eT 

















241 









INTERSTATE COMMERCE COMM 
WITNESSES 


WALTER M. W. SPLAWN, CHAIRMAN 
CHARLES D. MAHAFFIE, COMMISSIONER 
JOHN L. ROGERS, COMMISSIONER 
WILLIAM J. PATTERSON, COMMISSIONER 
W. P. BARTEL, SECRETARY 


ene sisi aca CaaNts Sa kaleiae dal strange 


signs getvenagsean’s ao 
Diseases, ene SRE 





FINDING 


Fee es abe 


Cc. G. JENSEN, DIRECTOR, BUREAU OF TRAFFIC 


AND STATISTICS 
GENERAL EXPENSES 





Funds available for obligation 


Fripay, Fesruary 16, 1951. 


ISSION 


B. H. WISE, ASSISTANT SECRETARY (BUDGET OFFICER) 
W. Y. BLANNING, DIRECTOR, BUREAU OF MOTOR CARRIERS 

E. H. DAVIDSON, DIRECTOR, BUREAU OF LOCOMOTIVE INSPECTION 
G. 8. DOUGLASS, DIRECTOR, BUREAU OF VALUATION 
Cc. W. EMEKEN, DIRECTOR, BUREAU OF ACCOUNTS AND COST 


c. L. HARRISON, ACTING DIRECTOR, BUREAU OF SERVICE 


H. C. KING, DEPUTY ADMINISTRATOR, DEFENSE TRANSPORT 


ADMINISTRATION 
S. N. MILLS, DIRECTOR, BUREAU OF SAFETY 
F. E. MULLEN, CHIEF EXAMINER, BUREAU OF FORMAL CASES 
WwW 


. H. 8. STEVENS, DIRECTOR, BUREAU OF TRANSPORT ECONOMICS 








1950 actual 


| 1951 estimate 
| 








1952 estimate 

















DIRECT O8LIG ATIONS 


A \ ppropriation OR II..0 ik cient occa nia sins laren tedeinatinnah okie 
Unobligated balance, estimated savings_-._..-...............-- | 
Savings under sec. 12 | 


$9, 761, 700 | 
— 48, 864 


SE RR Re RE ean 


REIMBURSABLE OBLIGATIONS 


Reimbursements for services performed _..................--- 






I ho oe utiicdiin chin abapwna waeeured -| 9,7 7 718, 555 





Obligations by activities 


$9, 889, 600 








$9, 823, 000 








| 


& | 1 
iy Description | 1950 actual | 1951 estimate | 1952 estimate 

















| 
| | 
DIRECT OBLIGATIONS | 


Applications, complaints, and other proceedings .....______- | $2, 653, 613 | 


1; 

2. Investigation, litigation, legal advice, and compliance -- ___- 3, 143, 254 | 
3. Collection and analysis of accounting and statistical data. __| 852, 989 | 
4. Supervision of rate —~pemecmanan 11, RRTROR FEE RD oa | 958, 236 | 
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925, 489 
383, 928 
512, 143 
996, 575 











9, 823, 000 





9, 823, 000 
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Obligations by objects 





| 
Object classification 1950 actual | 1951 estimate | 1952estimate 
| a 








SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. ____ 2, 086 
Average number of all employees 1, 920 











Personal service obligations: 
Permanent positions... __.__- pee $8, 697, 430 $8, 842, 774 
Regular pay in excess of 52-week base 32, 360 ; 33, 377 
Payment above basic rates____ __ 3, 263 3, 26: 

| 


Total personal service obligations... __.._- be Meee 8, 733, 053 8, 716, 550 | 








DIRECT OBLIGATIONS 


8, 731, 70 


Communication services 
Rents and utility services 4 sé et : 
Printing and reproduction .__ v eae 5 20% 5 205, 000 | 
Other contractual services. __._.__. ibidacareniy 33, 037 128, 037 
Supplies and materials __- noes eek Sxoaeeeee . 738 117, 777 
Roauimmont............... RR Se ag ee a: 2, 783 57, 397 | 





Total direct obligations. _..__.___._- | 9, 712, 836 9,718,600 | 9, 823, 000 








REIMBURSABLE OBLIGATIONS 
Personal services...........-- 
6 cee ee see 
Supplies and materials 





Total reimbursable obligations 


Total obligations.____- is ahh “Be | ; 1 ‘ 7 } 9, 823, 000 


RAILROAD SAFETY 


Funds available for obligation 


l l l 
| 1950 actual | 1951 estimate | 1952 estimate 


lives niki allin ditties igeieins nastacalgutstaicienaredsiniinabamnaggepdaiin ims datmmeneaade tat cami. 
| 


i 
Appropriation or estimate _. __ a : wane $980, 500 $1, 000, 000 | 
Unobligated balance, estimated savings ‘ 387 | 
Savings under sec. 1214 ‘ 


et | ai7. 0001... cc. ’ 
983, 000 | 1, 000, 000 


Total obligations. _- 


Obligations by activities 


Description 1950 actual 1951 estimate | 1952 estimate 
1. General office ___ _ ae ccomemeue | $165, 089 | $167, 300 | $159, 000 
2. Legal section et pei Wace aca RE 19, 422 19, 655 20, 000 
3. Inspections of safety appliances. ________- ee 495, 268 | 501, 213 515, 000 
4. Inspections of hours of service_.__.__________. cnicdisteieioatl 97,111 | 98, 277 | 102, 000 
5. Inspections of signal systems. -_. 194, 223 196, 555 | 204, 000 


Te ee CRE 971, 113 | 983, 000 | 1, 000, 000 
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Obligations by objects 





Object classification 


| 
1950 actual | 


1951 estimate 


1952 estimate 





Total number of permanent positions 
Average number of all employees 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates. 


01 


Total personal services 
(RES SERIES Se aa OE ie a a aa 
Transportation of things 
Commumication services. ...................-.....-..---.- 
pores Ort Utinty eervinds........--- 5.8 
Other contractual services... ........-.--.. 22.2.2 eee 
Supplies and materials 
Equipment 


I iii ci nok og eens Coabowneiwausus 


134 | 
131 | 


132 
131 


132 
131 











$773, 131 
2, 929 


189, 316 | 
97 

787 

10 

479 

3, 899 
56 





971, 113 


638 


766, 680 





$770, 797 
3, 021 
419 

774, 237 
217, 161 
200 


983, 000 | 1, 000, 000 





LocomotTtvE INSPECTION 


Funds available for obligation 


1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate 
Unobligated balance, estimated savings 
Savings under sec. 1214 


Total obligations 





Description 








. General office ____- 
. Inspections of locomotives 


Total obligations. - 


$674, 500 | 
3 | 


084 | 


661, 416 | 


Obligations by activities 


$718, 600 
—12,000 


706, 600 | 


$719, 000 


719, 000 


| 
1950 actual | 1951 estimate | 1952 estimate 


$108, 836 
552, 580 | 


661, 416 


Obligations by objects 


Object classification 


Total number of permanent positions_.................---__- } 


Average number of all employees__--__.-.-.--- 


01 Personal services: 


Paint wositiowas soos i cc cece 


Regular pay in excess of 52-week base_....._......_-- 
Payment above basic rates___...............- Serene 


ans Ss GNP WEOUE Sg oon non dea naancso< | 


Travel od 
SE” ESET ee 
Communication services_...._..........-.-- 

Rents and utility services. ......._.-- 

Other contractual services... ___- 

Supplies and materi: 

Equipment 


Total obligations. -. 


1950 actual 


113 


110 | 


$537, 076 
2, 031 


539, 106 | 
116, 839 | 
3 


443 | 
2,001 | 
382 
114 
914 
1, 617 


661, 416 


$112, 720 


593, 880 | 


706, 600 


1951 estimate 


144, 094 
50 


1, 750 
431 
460 

1, 200 
668 


706, 600 


| 


$112, 883 
606, 117 
719, 000 


1952 estimate 
112 
112 


$562, 626 


557, 947 | 


150, 082 

50 

1, 750 

"460 

1, 200 

668 

719, 000 
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Mr. THomas. Will the committee please come to order. 

Gentlemen, we have the pleasure of having with us this morning 
the Interstate Commerce Commission, represented by its very able 
and distinguished Chairman, the Honorable Walter M. W. Splawn; 
as well as Commissioner Mahaffie; Commissioner Rogers; Commis- 
sioner Patterson; Mr. Bartel; Mr. Wise; Mr. Blanning, Director, 
Bureau of Motor Carriers; Mr. Davidson, Director, Bureau of Loco- 
motive Inspection; Mr. Douglass, Director, Bureau of Valuation; Mr. 
Emken, Director, Bureau of Accounts and Cost Finding; Mr. Harrison, 
Acting Director, Bureau of Service; Mr. Jensen, Director, Bureau of 
Traffic; Mr. King, Deputy Administrator, Defense Transport Admin- 
istration; Mr. Mills, Director, Bureau of Safety; Mr. Mullen, Chief 
Examiner, Bureau of Formal Cases; and Mr. Stevens, Director, 
Bureau of Transport Economics and Statistics. 

Gentlemen, welcome! It is nice to see you all. As a matter sof 
fact, we are all old friends. We have been doing this now for a good 
many years together; have we not? 

Mr. Manarriz. That is right. 

Mr. THomas. We are delighted to see our Chairman here looking 
so well, Dr. Splawn. 

Mr. Sptawn. Thank you, Mr. Chairman. 

Mr. THomas. Commissioner Mahaffie, do you or does Dr. Splawn 
or any of the other Commissioners have a statement for us? If you 
do, we would be delighted to hear from you. 

























GENERAL STATEMENT 


Mr. Manarrte. I have a statement, Mr. Chairman. 
My name is Charles D. Mahaffie. I am a member of the Com- 
mission and of Division 1, the Administrative Division. 
On January 10, 1951, we furnished your committee a general state- 
ment in justification of our budget estimates for the fiscal year 1952, 
including a brief digest of the justification on pages 1 to 4 thereof. 











BUDGET ESTIMATE, 1952 





i The budget estimate for funds for all activities for the fiscal year 
; 1952 is $11,542,000 as compared with the total appropriations for the 
fiscal year 1951 of $11,608,200, or a decrease of $66,200. However, 
pursuant to section 1214 of the General Appropriation Act, 1951, 
the Bureau of the Budget required the Commission to place in a 
budgetary reserve $200,000 of the appropriations for the fiscal year 
1951. Deducting the latter amount from the total appropriations 
of $11,608,200 leaves $11,408,200 available for obligations during 1951 
which, compared with the budget estimates of $11,542,000 for 1952, 
shows an increase of $133,800. Because the General Services Admin- 
istration will assume the leases of space now occupied by the Com- 
mission’s field offices in accordance with Reorganization Plan No. 18 
of 1950, no amount is included in the 1952 estimates for rental of 
office space. The amount allocated for rents in 1951 is $84,391, 
which deducted from the amount available for 1951, for purpose of 
comparison, shows a net increase in the 1952 budget estimates over 
the amount available in 1951 of $218,191, 
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The over-all budget estimate for 1952 of $11,542,000 represents a 
reduction of $413,000 under the initial budget allowance as required 
by the President in light of the recent changes in the international 
situation and the need for allocation of our. resources to assist in the 
defense program. 


DUTIES OF THE COMMISSION 


The amount called for in the budget estimates now before you is 
required to enable the Commission to administer the Interstate Com- 
merce Act, as amended, as well as the numerous related and supple- 
mentary acts administered by the Commission. No funds for new 
functions or activities are included in the estimates. The Com- 
mission’s duties and responsibilities, as you know, extend to the 
regulation of all modes of public transportation in interstate com- 
merce except transportation by air. Subject to the Commission’s 
jurisdiction are carriers by rail, common and contract carriers by 
water and by motor vehicle, common carriers by pipeline of oil and 
other commodities (except water and gas), private car lines, express 
companies, sleeping-car companies, and freight forwarders. Also, 
its jurisdiction extends to private carriers of property by motor vehicle 
in interstate commerce with respect to safety of operation, qualifica- 
tions and maximum hours of service of employees, and standards of 
equipment. 

The funds requested for the Commission are included under three 
appropriation titles: Namely, ‘‘General expenses,” “Railroad safety,” 
and ‘Locomotive inspection.” The first of these covers the majority 
of the Commission’s bureaus and functions; and, with your permission, 
I will deal with it first. 


GENERAL EXPENSES 


The budget estimate for this appropriation for 1952 is $9,823,000, 
which is $66,600 less than the $9,889,600 appropriated for 1951, and 
it is $104,400 more than the $9,718,600 available for obligation during 
1951 as the result of placing $171,000 in a budgetary reserve pursuant 
to provisions of section 1214 of the General Appropriation Act, 1951. 
Deducting, for purpose of comparison, the $83,960 allocated for rent 
of office space for 1951 from the $9,718,600 available for obligation 
during that year shows that the $9,823,000 requested for 1952 repre- 
sents a net increase of $188,360. 

On page 5 of our justification is a comparison of number of positions 
and total appropriations for the fiscal year 1951 with the budget 
estimates for the fiscal year 1952, by bureaus and offices, which I 
request be inserted in the record at this point. 

The number of positions shown for the fiscal year 1951 is a reduction 
of 37 positions below the number originally provided for in the appro- 
priation and was made necessary because of the reserve set up by the 


eee of the Budget under section 1214 of the General Appropriation 
Act, 1951. 
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It will be noted that under the estimates for 1952 a net increase of 
33 positions is provided for as follows: 


Bureau Number 
Administration _- 1) eels 
Accounts and cost finding — _ _ - 
Formal cases_- Fas 
Motor carrier safety _ _ - 
Motor carrier field_ 
MES no ee a Dini Rabe 
Transport economics and statistics___ 
Valuation 


Total ; 
Less: Motor carrier complaints __ 


Net increase : a abla seieek wits F eo teily eee 


The need for these increases is shown in our justification for each of 
these units and may be briefly summarized as follows: 


BUREAU OF ADMINISTRATION 


In this bureau the increase is for the Section of Stenography to 
provide for badly needed stenographers and typists. This section per- 
forms stenographic and typing services for the Commission generally. 

If I may interpolate in the statement at that point, that is one of 
the most distressing things we have at the moment in our service, 
the lack of stenographic help. So far we simply are unable to get it 
and to maintain an adequate stenographic service. 


BUREAU OF ACCOUNTS AND COST FINDING 


Many of the proceedings before the Commission involve carriers’ 
requests for authority to increase their rate base because of insufficient 
revenue to offset operating costs. Proper consideration of these 
proceedings is seriously handicapped due to the present inadequate 
field examinations and policing of carriers’ accounting records, and 
an inadequate force to analyze the large amount of cost evidence 
submitted. Income statements and operating ratios are important 
data in the consideration of rate and revenue proceedings. The budget 
estimates now under consideration provide for an increase of one 
position for the Depreciation Section as detailed on pages 63 and 64 
of the justification, three accountants for the Field Section, to permit, 
to a limited extent, increasing the number of field examinations and 
for proceessing annual reports of class I motor carriers, and three 
positions for the Cost Finding Section to assist in analyzing cost 
evidence submitted by parties to the various rate proceedings brought 
before the Commission. 


BUREAU OF FORMAL CASES 


For this bureau the budget estimates provide for an increase of five 
positions due to the increasing number of formal complaint and in- 
vestigation and suspension proceedings. During the past fiscal year, 
the number of these proceedings docketed increased 40 percent over 
those docketed in 1949. The backlog in this work on July 1, 1950, 
represented an increase of more than 27 percent compared with the 
numbers of these proceedings on hand on July 1, 1949. 
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Training of examiners for replacement: On page 32 of our justifi- 
cation we have pointed out the need for training examiners for replace- 
ment, and it may be helpful to repeat what is there stated. Retire- 
ments and other causes are reducing the number of experienced 
examiners. Additions to the examining staff are occasionally made 
by the appointment as examiners of employees of other bureaus who 
have legal training and have performed outstanding work, but most 
new examiners are recent graduates of law schools. They do not 
immediately replace older experienced examiners from a wo1k stand- 
point, as the new examiner requires training by older examiners for 
some time, and his work requires supervision and careful review for a 
considerable period. These younger examiners must perform the 
duties commensurate with, and be promoted through, the various 
grades on the basis of demonstrated capabilities and performance over 
a period of years before they are competent and prepared to take 
charge of the more involved and difficult proceedings brought before 
the Commission. 

Mr. Tuomas. I believe you stated in your justifications that it 
takes 3 years to train these chaps. 

Mr. Manarrisz. It varies with the individual, and, of course, it 
varies with the type of work we give him, but a man is a very much 
more valuable man after a period of years than he is even at the end 
of 3 years. 

Mr. Tuomas. Excuse me for interrupting. 

Mr. Manarriz. If too long a period of time is permitted to elapse 
before an appreciable number of appointments of younger examiners is 
authorized for such training and development, the new appointees will 
be deprived of the association with and training under the present 
staff. 

During the 5's-year period from January 1, 1945, to June 20, 1950, 
27 examiners left the staff. Their average age at the time they left 
was 61.4 years. The average age of the 32 hearing examiners on July 
1, 1950, was 58. The average age of the 24 examiners in grades 
GS-15, 14, 13, and 12 was 56.3. The Bureau had on January 1, 1951, 
12 examiners in grade GS-7 who are still in their initial training 
period. Sixteen members of the examining staff are in the Reserve 
Corps of the Defense Establishment, and subject to call to active 
military duty. 

We have a large number of cases of major importance now pending 
before us. A few may be cited. 

It should be remembered that these are cases with which the Bureau 
of Formal Cases has to deal. 

1. A petition was filed with the Interstate Commerce Commission 
on January 16, 1951, by substantially all the class [ railroads in the 
United States and many railroads of other classes, requesting a gen- 
eral increase of 6 percent in freight rates, with certain exceptions. 

Subsequently, 31 freight forwarders, on leave granted for the pur- 
pose, became intervening parties by a petition which sought the same 
relief as the petitioning railroads pe sn referred to. 

I may interpolate there that that proceeding is set to begin hearing 
on next Monday morning. 

2. On January 19, 1951, Newtex Steamship Corp., Pan-Atlantic 
Steamship Corp., and Seatrain Lines, Inc., as participants in joint 
rates and charges with connecting carriers via Atlantic and Gulf 
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-of Mexico ports to and from origins and destinations on the lines of 
such connecting carriers, petition that in the event the authority 
sought by the railroads is granted, they be permitted to make corres- 
ponding increases in their local and proportional rates and in their 
joint rates with other carriers between official territory and southern 
and southwestern territories. 

3. On January 19, 1951, petitioners described in paragraph 1 hereof 
filed a ‘motion for immediate increase in freight rates and charges 
on an interim basis.” 

Mr. Puruures. I do not understand how that differs from paragraph 
No. 1. 

Mr. Mauarrie. Paragraph No. 1 is the basic application. This is 
a supplementary application to make the relief sought in the initial 
application immediately effective, subject to reparation in case we 
should not on full hearing find the total increases justified. 

Mr. Puitures. My point was that the time involved is for one case. 
You do not have two separate cases in two separate hearings, and 
twice as much work, do you? 

Mr. Manarriz. Not quite twice that much work, because the 
material submitted in support of the interim request will still be in 
the basic record and ultimately it will all be considered in connection 
with it. However, so far as the hearing of immediate testimony and 
immediate argument is concerned there is a good deal of duplication. 

4. On January 12, 1951, the Railway Express Agency, Inc., filed a 
petition for authority to increase its rates and charges and to make 
other modifications of the express rate structure. 

Our experience with other general rate increase proceedings shows 
that hearings are necessary in different sections of the country. 
These hearings are presided over by three or four Commissioners 
assisted by four or five examiners and consume a period of about 
2 months. For some of the regional hearings and to save time, one 
Commissioner presides assisted by one or more examiners. The 
testimony at such hearings, the verified statements and exhibits, and 
subsequent oral argument require a period of about 3 months for 
study and analysis by a staff of 12 or more examiners. During such 
periods these examiners devote all, or a considerable portion of their 
time to the one proceeding, with a resultant accumulation of work 
on current formal proceedings. 

A division of the Commission assisted by two hearing examiners 
is going forward with hearings in the 17 reparation proceedings 
brought by the Department of Justice on behalf of various Govern- 
ment Departments that shipped large volumes of traffic during World 
War II, in which claims for reparation are sought in an amount 
estimated at $2 billion. 

I may say there that the record so far in that case is some 12,400 
pages, with 402 exhibits, many of which are very voluminous indeed. 
We have not yet concluded the hearing on the last 12 of the cases. 
The further oral testimony in those cases is to be presented by the 
Department of Justice beginning, I think, May 9 of this year. It is 
hoped that that hearing will conclude the taking of testimony in 
those proceedings. 

Investigations were instituted under Dockets No. 28300, Class 
Rate Investigation, 1939 and No. 28310, Consolidated Freight Classi- 
fication, with the view of establishing just and reasonable and non- 
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prejudicial uniform class rates and classification ratings for application 
on all class rate traffic throughout the United States east of the 
Rocky Mountains. Similar investigations were instituted by Dockets 
Nos. 30416 and 30660, respectively, with respect to the class rates in 
Mountain-Pacific, and Transcontinental territories. 

Docket No. 28300 stands submitted but not decided. No hearings 
have been assigned in Dockets Nos. 30416 and 30660. All of these 
proceedings present related issues. 

Ninety-three verified statements and 65 rebuttal statements have 
been filed in Docket No. 28310. These statements, filed by State 
authorities, governmental agencies, chambers of commerce, associa- 
tions, institutes, industries, and individual shippers, representing 
several thousands of shippers, range in size from a single page to more 
than 250 pages each and deal with more than 3,000 items of traffic. 
They are in the nature of protests against any increase in rates. Many, 
if not most, of the shippers protest that they are unable to evaluate the 
effect of the proposed classification ratings until a scale of rates has 
been prescribed, and final decision is reached with respect to the exist- 
ing exception ratings. All of the respondents are concerned as to 
their revenues, and those in the East, South, and West are not in full 
agreement with respect to the rates, ratings, or disposition of the 
exception ratings. 

Much work has been done by way of analyzing the traffic move- 
ment and existing rates, intra- and inter-territorial, and by comparing 
such rates with those that. would result from application of the pro- 
posed ratings to the class rates to the prescribed, but much similar 
work is left to be done before the Commission can be reasonably 
informed as to the results of its undertaking. 

In a proceeding of this magnitude it is reasonable to assume that 
many readjustments will have to be made and that further hearings 
and further studies will be necessary. 

We are aware of the necessity for economy and have been advised 
that the estimates for 1952 should plan only for the support of mini- 
mum essential services assuming the most economical and efficient 
operation, and that no increase in operation should be contemplated 
unless exceptional circumstances clearly require it and only if the 
public need is so urgent that it cannot be postponed. 

However, matters of major importance which should have our 
attention and should be thoroughly investigated have been deferred 
because of lack of appropriations. One of these is the unprofitable 
passenger-train operation. The passenger-train deficits amounted to 
considerable proportions before World War II. During that war the 
railroads made a profit from passenger-train operations, but imme- 
diately thereafter deficits again developed which have been increasing 
rapidly and for the year 1949 approximated $649 millions. 

The best estimate I have seen—though, of course, the figures are 
not yet available—is that the deficit for 1950 will exceed that figure. 

This condition has attracted much attention and comment. The 
Commission has received communications from the National Associ- 
ation of Railroad and Utilities Commissioners, from State commis- 
sions, and from various other sources asking that this problem be 
considered, looking toward its alleviation or cure. This subject is 
discussed in some detail in our last annual report to the Congress 
beginning on page 5, which, for convenience, I have had reproduced 
as an appendix to this general statement. 
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Another matter which should have attention is the need for a gen- 
eral investigation into the economic and other effects of proposed 
long-haul highway transportation of freight and related matters. 
Motor carriers of property have extended the scope of their opera- 
tions further during the year, and there have been additional plans 
for long-haul operation to which considerable opposition has de- 
veloped. The Commission has received petitions from a number of 
railroads, grain interests, and from other sources supported by some 
of the State commissions requesting that long-haul operations of 
motor carriers be investigated, with special reference to the declara- 
tion of policy in the Transportation Act of 1940; that the act be so 
administered as to develop, coordinate, and preserve a national 
transportation system by water, highway, and rail, as well as other 
means, adequate to meet the needs of the commerce of the United 
States, of the postal service, and of the national defense, and, further, 
to recognize and preserve the inherent advantages of each means of 
transportation. 

The Commission was aware, before the receipt of these petitions, 
that these and other investigations should be conducted, and it had 
hoped from year to year that the appropriations would permit the 
institution of these investigations, but it has been disappointed and 
has been unable to proc eed with them. Neither the appropriations 
for the current year nor the budget estimates for 1952 will enable us 
to institute investigation into these vital matters. 

On February 5, 1951, the Commission found it necessary to deny 
the petitions above referred to because general investigations such as 
are sought in said petitions necessarily would require a long period of 
time for completion and determination and would be costly both to 
interested parties and the Commission; and that careful consideration 
of the volume of work of the Commission, of the limited personnel 
available for the performance of the Commission’s work and duties 
under the acts which it administers, and of the inability of the Com- 
mission to bear the necessary costs of such investigations out of its 
appropriation left no alternative but to deny the petitions. 


HIGHWAY SAFETY 


The increase requested for 1952 is to be used principally in con- 
nection with highway safety. As of July 1, 1950, it is estimated that 
171,907 carriers subject to the Commission’s safety regulations oper- 
ated about 1,092,198 motor vehicles on the public highways. During 
the fiscal year 1950, only 3,569 terminals and 13,522 vehicles were 
inspected. It would take, at that rate, over 6% years to inspect 
terminals which cover inspection of equipment, shops, and safety 
matters, of the 22,584 carriers holding operating authorities issued 
by the Commission. Of the remaining 149,323 private and exempt 
carriers subject only to the safety regulations, 26,712 have been 
served with a copy of the Commission’s Safety Regulations and thus 
officially notified that their operations are subject to such regulations. 
The remaining 122,611 private and exempt carriers will be served 
with a copy of the Safety Regulations as time permits. However, 
with our limited field force, very little work can be done with respect 
to these carriers. During the past fiscal year, 1,197 accidents 
involving fatalities were reported, but only 174, or less than 15 percent, 
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were investigated. The information derived from the reports of 
these inspections and investigations is insufficient for the Commission 
to form a basis upon which to properly understand and evaluate the 
highway accident problems and to develop and formulate the neces- 
sary remedial measures. 

The budget estimates for 1952 provide an increase of $100,000 
for additional highway safety work. This increase will provide 
11 additional positions for the Section of Safety, Bureau of Motor 
Carriers, to assist in handling the various inspection and investigation 
reports as explained on pages 90 to 103 of our justification, and for 11 
additional safety inspectors for the Field Section of that bureau to 
increase the number of field inspections and investigations as ex- 
plained on pages 110 to 112 of our justification. 


BUREAU OF TRAFFIC 


A serious situation has developed in our Bureau of Traffic with 
regard to the unsatisfactory condition of the tariff publications now 
on file with the Commission. Since the end of World War II, tariff 
schedules have been passed to the files without proper examination 
due to inadequate personnel to thoroughly examine and criticize 
them. Many of the tariff schedules, which are the official tariffs 
filed under the Interstate Commerce Act, are so complicated and un- 
intelligible that they can be applied only by an undue expenditure of 
time which places an undue burden on the Commission’s personnel 
and on the public who must use these tariffs. 

The Commission permitted the postwar general increases in rail 
freight rates to be made under special permissions by means of so- 
called master tariffs consisting chiefly of conversion tables which have 
to be used in conjunction with the basic rate tariffs. This procedure 
has produced an excessive amount of supplemental matter being 
placed in the files, and in February 1950 the Commission required 
rail carriers to reissue each month, beginning April 1, 1950, not less 
than 3% percent of the total number of pages contained in all tariffs 
supplemented under these special permissions. Under this program, 
most of the reissued pages will be filed during the fiscal years 1951 
and 1952, and it is very important that they should be thoroughly 
examined and criticized before they are passed to the files, in order 
to bring to the attention of the carriers for the purpose of having 
eliminated the irregularities and basic errors that have become a pat- 
tern of tariff publication in the past several years. 

Twelve additional employees are requested for this Bureau. 

In connection with the work of this Bureau, I should perhaps call 
attention to something that is not mentioned in this discussion so far. 
Under recent legislation we are given—and this Bureau will have the 
work—a very large job in connection with freight forwarders. 

Mr. Puiniies. Under what authority? 

Mr. Manarrie. Under the act passed about 60 days ago which 
requires that certain contracts by the freight forwarders and motor 
carriers be filed. There is not much use of filing them unless they can 
be scrutinized. There will be many, many thousands of those to be 
filed, and there ought to be some kind of force provided to scrutinize 
them when they are filed to see what ought to be done about them. 
There is no such provision now for that work. 
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: ot Ol Are those tariffs which you mentioned that have to 
e filed? 

Mr. Manarrir. It is the contracts that. will be filed, sir. Our plan 
is to have this Bureau which handles tariffs handle those contracts. 
Mr. Wise. Would you like the public law on that, Mr. Chairman? 

Mr. Tuomas. Yes; you may insert that. 

Mr. Wise. Public Law 881 of the Eighty-first Congress, approved 
December 20, 1950. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Proceed, Mr. Mahaffie. 

Mr. ManwarFig. Yes, sir. 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


The principal functions of this Bureau are (1) to furnish the Com- 
mission with basic statistical information, which is necessary to the 
performance of its functions, and (2) to make appropriate analyses 
of these data for the information and assistance of the Commission. 

The greatly increased number and increasing complexity of trans- 
portation problems is unquestioned. To understand these problems 
it is necessary that the Commission explore the conditions and ascer- 
tain the facts surrounding these sate, eb Perhaps the best indi- 
cator of the increased workload of this Bureau is the growth in the 
number of monthly, quarterly, and annual reports filed with the Com- 
mission by the various transportation agencies subject to the juris- 
diction of the Interstate Commerce Act. During the 12-month 
period ended June 30, 1950, the number of annual, quarterly, and 
monthly reports filed, exclusive of those from class IIT and class ITI 
motor carriers, totaled 48,090, of which 4,759 were comprehensive 
annual reports. These figures represent increases of 29 and 79 per- 
cent, respectively, over the 37,324 and 2,652 reports filed during the 
fiscal year 1939. Coupled with this large increase in workload, 
there has been an actual reduction of 14.5 percent in the personnel in 
the sections handling this work between September 1939 and Septem- 
ber 1950, 

In addition to the foregoing increased workload, under our order 
of August 26, 1948, class II and class III motor carriers of property 
and passengers are required to file annual reports. As of July 1, 
1950, we had received about 32,000 such annual reports covering the 
years 1948 and 1949. Little work has been done on these reports 
with the exception of checking them in and following up delinquent 
carriers. 

If the Commission is to properly discharge its duties and responsi- 
bilities, it should have not only the tabulations which are produced 
by this Bureau from the reports of the various types of carriers but 
also the research staff necessary to analyze thoroughly the significance 
of this basic information for the use of the Commission. 

The budget estimates provide for an increase of eight positions in 
the Bureau of Transport Economics and Statistics. 


BUREAU OF VALUATION 


The valuation of pipelines, suspended in 1944 due to lack of funds, 
was resumed during the fiscal year 1949. Under the present plan, the 
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work of processing the underlying data and preparing tentative valua- 
tion reports on the 75 carriers having valuation data as of December 
31, 1947, will be completed during the fiscal year 1952. The additional 
personnel requested for this Bureau are needed if this plan is to be 
achieved. The continued diversion of present personnel to perform 
the pipeline work has and will seriously affect the progress of the regu- 
lar railroad-valuation program under which a considerable backlog 
exists. This backlog of work, especially in the field auditing of 
carriers’ reports and the collection of data reflecting changes in land 
value, makes it extremely difficult for the Bureau of Valuation to 
prepare reliable information for the Commission’s use. 
Seven additional employees are requested for this bureau. 


BUREAU OF MOTOR CARRIERS—-SECTION OF COMPLAINTS 


The Independent Offices Appropriation Act, 1950, provided funds 
for the employment of additional examiners in the Section of Com- 
plaints, Bureau of Motor Carriers, in order to reduce the backlog and 
speed up the handling of motor-carrier application proceedings. Al- 
though the Commission started to increase its staff as soon as the 
foregoing act was approved on August 24, 1949, it was not until the 
latter part of October 1949 that the additional examiners began to 
report for duty. Furthermore, during the first months of their em- 
ployment they were more of a liability than an asset. As the new 
examiners have gained experience and efficiency, a substantial in- 
crease in production in 1951 over 1950 is expected. This will reduce 
the backlog to some extent. 

The budget estimates for 1952 reduce the force assigned to this 
work from the 144 positions allocated for 1951 to only 112 positions, 
or a decrease of 32 positions. In order to effect the required reduction, 
it will be necessary to reduce the professional staff by 26 examiners 
in grade GS-12 and higher and six clerks in grades GS-2 and GS-3. 
Because of the reduction in the number of higher-grade examiners, no 
cases of major importance, which require as long as 6 months’ time of 
one examiner, will be assigned for hearing during the fiscal year 1952. 
It is planned to conduct hearings of less time-consuming cases in 
1952 at the same rate as during 1951, but with the reduced force the 
number of cases disposed of will be substantially fewer than in 1951. 
Consequently, the backlog at the end of 1952 will be greater than it 
will be at the end of the current fiscal year. The backlog, which at 
the 1951 rate of production would have been practically eliminated 
by the end of 1952, will again become detrimental to the prompt 
handling of currently filed applications, and the Commission as well 
as the Congress will be subjected to a large number of complaints 
regarding the delay in handling motor-carrier applications similar 
to that which occurred prior to the fiscal year 1950. 


RAILROAD SAFETY 


The budget estimate for this appropriation for 1952 is $1,000,000, 
which is the same as the amount appropriated for 1951, and it is. 
$17,000 more than the $983,000 available for obligations during 1951 
as the result of placing $17,000 in a budgetary reserve pursuant to 
the provisions of section 1214 of the General Appropriation Act, 1951. 
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Funds requested under this appropriation are needed by the 
Bureau of Safety for the enforcement of the Safety Appliance Acts, 
the Ash Pan Act, Hours of Service Act, accident reports, block signal 
resolution, section 25 of the Interstate Commerce Act, the Sundry 
Civil Appropriation Act of 1908 relating to investigation of safety 
appliances or systems intended to promote safety of railway opera- 
tion, and the examination of the construction of all mail cars used on 
any railroad in the United States and to make report thereon, a copy 
of which shall be transmitted to the Postmaster General, and the 
Medals of Honor Act. 

REQUEST FOR 1952 


The budget estimate for the Bureau of Safety for 1952 is 132 posi- 
tions, which is the same number authorized for 1951. The increase 
of $17,000 requested for 1952 over the amount available for 1951 is 
needed to absorb the additional cost of one more compensable day in 
1952 than in 1951, the cost of within-grade salary advancements, and 
terminal leave payments, and to permit the 94 safety inspectors in 
the field to perform the necessary travel in connection with the 
required inspections of railroad equipment to promote safety of 
employees and travelers on railroads. Travel of employees of this 
Bureau is being curtailed during the current fiscal year because of 
the $17,000 which we were required to place in reserve. Conse- 
quently, the number of inspections of safety appliances and devices 
used by railroads which can be made during 1951 away from head- 
quarters will be reduced accordingly. 


Locomotive INSPECTION 


The budget estimate for this appropriation for 1952 is $719,000, 
which is $400 more than the $718,600 appropriated for 1951, and it 
is $12,400 more than the $706,600 available for obligation during the 
current fiscal year as the result of placing $12,000 in a budgetary 
reserve pursuant to the provisions of section 1214 of the General 
Appropriation Act, 1951. 

Funds requested under this appropriation are needed by the 
Bureau of Locomotive Inspection for the enforcement of the Loco- 
motive Boiler Inspection Act compelling common carriers engaged in 
interstate commerce to equip their locomotives with safe and suitable 
boilers and appurtenances thereto, for the purpose of promoting the 
safety of employees and travelers upon railroads. 


BUDGET REQUEST FOR 1952 


The budget estimate for this Bureau for 1952 is 112 positions, 
which is the same number authorized for 1951. The increase of 
$12,400 requested for 1952 over the amount available for 1951 1s 
needed to absorb the cost of one more compensable day in 1952 than 
in 1951, the cost of within-grade salary advancements, and to permit 
the 65 locomotive inspectors in the field to perform the necessary 
travel in connection with inspections of locomotives at points and 
terminals other than at their headquarters. Travel of the inspectors 
is being curtailed during the current fiscal year because of the $12,000 
which we were required to place in reserve. It is considered essen- 
tial, if the cause of safety of employees and travelers on railroads 1s 
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to be furthered, that our inspectors be enabled to perform the in- 
spections at all points in their districts and not be required to curtail 
inspections at points other than their official headquarters because 
of reduced amounts available for travel. 

(The appendix previously referred to is as follows:) 


APPENDIX 


Unprofitable passenger-train operations.—Railroad passenger traffic, which 
necessarily declined after World War II, continued at a lower level in the first 
7 months of 1950 than in the same months of 1949 or 1948, though passenger 
revenue decreased somewhat less than the number of passengers carried or 
passenger-miles. The level of passenger business remains, however, substantially 
above that of the immediate prewar years. An increase of 12.5 percent in all 
passenger fares of eastern railroads was permitted by our decision of November 8, 
1949, and various advances in commutation fares became effective. The aggre- 
gate deficit from passenger-train operations, computed by our staff on the basis 
of the formula we have prescribed, was $649 millions (preliminary) in 1949. 
Over 60 percent of this deficit, according to a staff calculation, was attributable 
to head-end traffic (mail, express, baggage, and milk). The heavy drain so placed 
on freight revenues has caused us continued and increasing concern during the 
year. With few exceptions all railroads experience this drain. The need for 
volume passenger travel is obvious from the experience of World War II, but the 
competition of travel by private car and other means is one which few railroads 
have met with any success and generally only as to particular trains. In 1938 
air passenger-miles were 6.1 percent of the combined rail (parlor and sleeper) 
and air passenger-miles; in 1946 they were 23.0 percent; in 1949, 41.2 percent; 
and in the first 3 months of 1950, 39.3 percent. Registrations of automobiles 
including taxicabs, have risen from 28,100,188 in 1946 to an estimated total o 
39,565,000 in 1950, or 40.8 percent. There is no ready answer to the problem 
which this competition, as well as that of the busses, presents. A many-sided 
approach to it is required. The need for the abandonment of unpatronized and 
unprofitable services was discussed in our last report. While some additional 
withdrawals of passenger service have been permitted during the year by the 
controlling public authorities, the need for further examination of what can be 
done in this direction in the interest of the railroads and of shippers remains 
important. 

An important part of the deficit from passenger-train operations is caused by 
the inadequacy of the payments which the railroads receive for services rendered 
the Railway Express Agency. A number of advances in express charges have 
been necessitated by increases in the costs of the agency and of the railroads in 
handling express traffic, but the agency’s revenues, which had increased greatly 
during the war and stood at about $442 millions in 1945 and 1947, have declined 
to $335 millions in 1949 and to $174 millions in the first 7 months of 1950. Rev- 
enues from domestic express operations were 20.0 percent lower in 1949 than 
in 1948, and 8.6 percent lower in the first 7 months of 1950 than in the same 
months of 1949. Total operating expenses fell, however, 15.2 and 12.5 percent 
in the respective periods. Payments received by class I railroads (substantially 
equal to “‘express-privilege payments’’) declined 32.4 percent in 1949 under 1948 
and 6.9 percent in the first 7 months of 1950 under the same period in the previous 
year. The railroads receive considerably less than is required for adequate 
remuneration. We allowed further increases in express rates in Increased Express 
Rates and Charges, 1949 (277 I. C. C. 249, decided March 6, 1950). The prob- 
lems found in the express field are similar in various respects to those which 
plague the railroads in the conduct of passenger operations. Increases in effi- 
ciency or adjustments of service have not been sufficient to exert a substantial 
influence on the upward trend of unit costs. Meanwhile competition in service 
or charges has risen to deprive railroad express of advantages at one time peculiar 
toit. The agency’s conduct of express operations in conjunction with air carriers 
throws light on the reasons for the difficulties it experiences in its larger surface 
operations. Various plans have been put forth looking to a reorientation of 
the express business along with other services now utilized in the handling of 
smaller shipments. Parcel-post operations conducted at rates which have ad- 
vanced relatively less on shipments moving longer distances and of greater 
weight have been an important factor in the difficulties experienced in railroad 
express operations. The Postmaster General has recently requested our consent 
to an increase in these rates, 
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GENERAL EXPENSES 
BUREAU OF SERVICE 


Mr. Manarrize. Mr. Chairman, Commissioner Knudson, who is in 
charge of our Bureau of Service, and, as you know, is the Commis- 
sioner in charge of emergency work under the President’s order as to 
transportation, is unable to be here this morning. He has prepared 
and has handed me a statement of what he would have presented to 
you in connection with this matter if he were here. Copies have 
been furnished to your committee. His assistant, Mr. King, is 
here, and two other of his associates, if there are questions about his 
statement. 


Mr. Tuomas. Yes. At this point we will insert the Commissioner’s 
statement in the record. 
(The statement is as follows:) 


GENERAL STATEMENT OF COMMISSIONER KNUDSON 


The Commission’s request for the Bureau of Service asks for 21.1 positions 

departmental and 39.1 positions in the field. 

his Bureau administers section 1, paragraphs 10 to 17, inclusive, of the 
Interstate Commerce Act which contain the “Car service’ and ‘‘Emergency” 
provisions of the act; the regulations governing the transportation of “Explosives 
and other dangerous articles’? under the Dangerous Cargo Act; and section 12 of 
the Interstate Commerce Act, the latter of which requires the Commission to keep 
informed as to the business which carriers render under the act. 

Because our appropriation was reduced for the 1951 fiscal year we were forced 
to reduce our field force of service agents to 32 and our field stenographic force 
to 4. This seriously affected the work of our Bureau through the curtailment of 
its activities. The service agents of the Bureau of Service are the eyes and ears 
of the Commission in the field so far as rail transportation is concerned. Their 
duties require them to be familiar with railroad operating conditions and facilities 
within their respective territories. Their work is a continuing investigation of 
the operation by the railroads and the industries. They investigate on-the-ground 
complaints of service from shippers and receivers and attempt to make an amicable 
adjustment. In cases where they are unable to secure the desired results the 
matter is referred to the Washington office where it is handled to a conclusion. 
I am confident that had we been able to maintain an adequate field force a good 
many complaints regarding car shortage would have been modified. Thirty-two 
agents were only able to make a weak attempt in investigating the operations of 
the various railroads of this country. With such a small force we are unable to 
carry out our obligations to the public in the matter of car distribution and supply. 

The President, by Executive Order 10161 dated September 9, clothed me, as 
Commissioner to whom the Bureau of Service reports, with additional emergency 
powers over domestic transportation, storage, and port facilities or the use 
thereof. Under that order the Defense Transport Administration was created. 
I serve in the dual capacity of Administrator-Commissioner. 

In carrying out my duties under the Executive order, I propose to use the 
field force of the Bureau of Service, and, to a certain extent, that of the Bureau 
of Motor Carriers, on a working fund basis. I do not contemplate establishing 
field offices in the Defense Transport Administration. Already we have ap- 
pointed service agents as our manpower representatives in Philadelphia, Los 
Angeles, and San Francisco. The number to be used in this work will be increased 
as the occasion arises. 

To perform the additional work thrust upon it by the emergency, it has been 
necessary to expand the departmental and field force of the Bureau. This has 
been done with the sanction of the Bureau of the Budget through an appropriation 
received from the President’s emergency fund. During World War II the 
Bureau was expanded from 1942 to 1946, inclusive,, through appropriation 
received from the national defense fund and from 1947 through June 30, 1949, 
through appropriation received from the Office of Defense Transportation. The 
DTA is providing money for 30 departmental and 98 field positions beside those 
requested in the Commission’s presentation today. 





TS nai aban a Geld ea cee Ra 


eres 





aie SR RR a MANE YT OEE 


257 


The combined force provided by ICC and DTA funds (188 people) is to be 
compared with the number employed in the Bureau of Service (91) and the Rail- 
way Transport Department of the ODT (356) for the fiscal year 1943, which is 
the comparable period. 

The No. 1 problem in transportation today is the supply of freight cars. I 
know that it is not a new problem but recent events together with the demands 
that will be made upon rail transportation in 1951 due to the defense production 
program accentuate its critical character. We have every reason to anticipate 
that freight car shortages airing 1951 will surpass in severity those which we 
experienced during World War II and in the postwar period. 

As of January 1, 1951, the class I railroads of the Nation owned a total of 
1,798,898 freight cars of all types. This figure includes cars owned by railroad- 
controlled private car companies. Compared with the peak ownership reached 
during World War II of approximately 1,860,000 freight cars, it represents a 
decline of about 61,000 freight cars. This decline in ownership is partially offset 
by the fact that there has been a steady increase in the capacity of freight cars. 
For instance, the average tonnage capacity of freight cars during the 10-year 
period ended September 1, 1950, increased 7.4 percent. I am sure that we all 
know the reason for the reduction in freight car ownership—the excess of retire- 
ments over new car construction. Many freight cars were kept in service during 
the war and in the immediate postwar period due to the exigencies of the situation. 
Cars that would normally have been retired were repaired and maintained in 
operation. The number of bad-order cars was held to a minimum. In 1943, for 
instance, the percentage of bad-order cars was 2.7 of ownership as against a 
normal percentage of 5 percent. A level under 5 percent was maintained through- 
out the years 1942 to 1948, but in 1949 it trended upward. On December 31, 
1949, the number of freight cars awaiting repairs amounted to 7.68 percent of 
ownership. At certain stages during 1950 it slightly exceeded 8 percent. How- 
ever, there has been a decided improvement in the situation in more recent 
months. Bad-order cars on January 1, 1951, totaled 93,840, or 5.2 percent of 
ownership. Pressure is being exerted to effect a further reduction. 

After very limited retirements during the war, annual retirements reached a 
peak of 90,348 in 1949, dropping to 76,179 in 1950. New cars added to the fleet 
reached a peak of 102,737 in 1948, dropped to 84,669 in 1949 and 42,067 in 1950. 
The showing in 1950 is generally attributed to the car surpluses that began to 
show up in December 1949 and continued during the early months of 1950. Rail 
earnings during this period is also assigned as a factor. 

New cars on order show a similar pattern. Figures as of September 1 each year 
show a low point of 27,681 in 1949, increasing to 80,937 in 1950 and 114,240 on 
January 1, 1951. A total of 156,481 cars were ordered during 1950, the highest 
number in any year since 1922. ° 

Progress in miles per car-day is shown by the increase from 23.4 miles in the 
best month of 1932 to a maximum of 51.7 in 1945. For the first 10 months of 1950, 
the best performance was 47.1, and pressure is being brought to bear to bring this 
over 50 miles once again. 

Car surpluses in 1950 ranged from a maximum of 200,552 to a minimum of 
2,186. This may be compared with the 1941-49 maximum of 207,627 and 
minimum of 673. Car shortages in 1950 ranged from a maximum of 39,477 to a 
minimum of 142. The 1941-49 comparable figures are: Maximum, 41,178 and 
minimum, 0. Car shortages for the week ended January 27, 1951, averaged 23,499, 
as compared with an average of 270 for the week ended January 28, 1950. 
Surpluses for the same weeks of 1951 and 1950 averaged 3,237 and 110,930, 
respectively. 

While the figures for 1950 have not been officially compiled, it is estimated that 
the revenue ton-miles amounted to 587.5 billions. This may be compared with 
the peak year of World War II, when they totaled 737.2 billions. For 1951, the 
estimate is 687.0 billions. While these figures which I have given you are some- 
what sketchy, I believe that they give you a general idea of the situation. 

In the first week of January 1950 the railroads had a daily surplus of over 
19,000 cars on hand. This continued in large proportion until March. A feeling 
of complacency regarding the car situation spread over the country. Our appro- 
priation was cut. Then, beginning the week ended May 20, a drastic and wide- 
spread shortage of cars of all classes was experienced. A maximum daily shortage 
of 39,477 cars, including 21,863 boxcars, was reached in the week ended August 
26. Complaints were received from every State in the Union. I think every 
Member of Congress was, and in most cases still is, harassed by his constituents 
demanding cars. 
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We are confronted with a situation where we have every reason to believe that 
the freight car ey in 1951 will fall far short of meeting the demands made upon 
the railroads. e have already taken certain steps to ameliorate the situation. 
Measures are in force now and others are under study which are designed to speed 
up the placing, release, and removal of freight cars. But it is clear to me that 
these are palliatives and do not afford an adequate solution to the problem. The 
real answer, in my opinion, is to construct and place in operation 300,000 new 
freight cars. As my predecessor at the head of the Bureau of Service, Col. J. 
Monroe Johnson, has stated repeatedly, we simply do not have enough ears. 

The best insurance for efficient rail transportation until we have a flexible 
supply of cars is a strong and adequate field force in the Bureau of Service to ferret 
out delays to cars by railroad and industry, and an office force capable of directing 
their movements and handling to conclusion such cases as the agents may 
unable to correct in the field. 

Mr. Tuomas. That was a very fine statement, and we are delighted 
to have it, Commissioner Mahaffie. 

Let me go into two or three general points first, and then we will 
go into your justifications. 


REORGANIZATION WITHIN ComMISSstON 


I note that there has been a reorganization to some degree, to say 
the least, inside the Commission. Will you comment on that briefly 
and point out the net results you have obtained in the way of efficiency 
and savings generally, if you have that information available? 

Mr. Manarrig. Do you have some particular reorganization in 
mind, Mr. Chairman? 

Mr. THomas. No. Just what has been done there, and how have 
you rearranged some of your bureaus and so forth? 

Mr. Manarriz. We do reorganization all the time, Mr. Chairman, 
and have done so over the years. I do not think we have anything 
that undertakes to assess particular savings to changes that are made. 

Mr. Tuomas. Have you made any changes in your internal organi- 
zation in the last 12 months? 

Mr. Manarrikz. Yes, sir. From my standpoint, at least, the most 
momentous change was made only in December or November when 
the Commission delegated to the chairman of division 1 all of what 
are called the housekeeping duties. Those theretofore had been the 
function of the division. 

Mr. Tuomas. Have you made any changes in the operation of the 
Bureau of Motor Carriers? 

Mr. Manarrtz. I do not recall any change of moment in the 
operation of motor carriers. 


INCREASE IN Rat Rates 


Mr. Tuomas. How many increases in rail rates have you had since 
the end of World War IL? I mean, so far as the cessation of shooting 
is concerned. 

Mr. Manarrirz. We had two large general increase cases. 

Mr. Tuomas. As a matter of fact, there have been three, have there 
not, and there is a fourth one pending now? What did those three 
increases amount to in total percentage? 

Mr. Manarrie. We have figured that in the rate itself, the increases 
in the average rates for the country as a whole, and the increases since 
June 30, 1946, have been 57.3 percent. That is the increase in the 
maximum rates. That does not mean that the rates paid by the 
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traffic have come up that much, necessarily, because there have been 
many readjustments, but that is what we have authorized, 57.3. 

Mr. THomas. That is in the form of three different rate increases? 

Mr. Maunarrie. Well, more than that, if you count the interims. 

Mr. SpLtawn. There were 8. 

Mr. Tomas. Eight increases. Is another one pending now for a 
general increase? 

Mr. Manarriz. Yes, sir. The one I spoke of where the hearing 
is to start Monday morning. 

Mr. Tuomas. Those 8 on an average have called for a total increase 
of about 57.3 percent? 

Mr. Manarrig. Fifty seven and three-tenths. 

Mr. THomas. Since June of 1946? 

Mr. Manarrie. That is correct. 

Mr. Tuomas. What increase are the rail carriers seeking in this 
ninth increase? 

Mr. Manarrie. Six percent, generally speaking, with some of what 
are called hold-downs that do not work out on a percentage basis. 


TIME REQUIRED FOR ACTION ON RATE CASES 


Mr. Tuomas. How long does it take the Commission to act upon 
one of these general rate increases after it is filed? 

I noticed in some account not long ago where some of those cases 
were handled quite expeditiously, and some required more time. 
Generally what is the length of time which is required from the time 
these rate increases are filed on? Let us say, what is the time required 


until the Commission acts on them? 

Mr. Manarrir. I do not know that one could say as to any aver- 
age. The first one, when World War II broke out, was filed in 
December. The hearings started in St. Louis in January, and the 
increases became effective in March. 

Mr. Toomas. Would you say a general average anywhere from 30 
to 60 to 90 days would be accurate? 

Mr. Manarriz. I would think that within 90 days either the initial 
one was effective, not within about 90 days on the final. Since then 
the technique of handling interim increases has been developed. I 
think probably 90 days would be a fair average of the period elapsing 
before some increase has become effective. 

Mr. Tuomas. Judging from the newspaper accounts I got the very 
definite impression that most of them, from the date they were filed 
to the time the Commission usually passed on them, were anywhere 
from 4 to 6 weeks. That is just from the newspaper information 
and reading. Is that correct, Mr. Splawn? 

Mr. Spawn. In order to answer your question specifically may I 
suggest that right here in the record we supply you a typewritten page 
giving the dates of the initial positions and the effective dates of the 
orders. 

Mr. Tuomas. That will be fine. 

Mr. Sptawn. You will see, as you pointed out, three general pro- 
ceedings with two or three interim steps in each one of them. 

_ Mr. Tuomas. That will be fine. That will give us very accurate 
information, if that is not too much trouble. 

Mr. Spiawn. Yes, sir. 
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(The information is as follows:) 
For reference purposes, the dates of the increases in basic freight rates and 


charges authorized since June 30, 1946, and the estimated percentage effects on 
freight rates are as follows: 
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1 Increased rates, fares, and charges, 1942. 
2 Increased rates, fares, and charges, 1946. 
3 Increased freight rates, 1947. 
4 Increased freight rates, 1948. 


Mr. Tuomas. Generally it is a fair statement to say 60 to 90 days; 
is that correct? 

Mr. Spiawn. For the general over-all increase that is determined: 
yes. The adjustments, minor adjustments, take longer. 

Mr. Tuomas. I have not had an opportunity to read Commissioner 
Knudson’s statement. I presume it was just presented to the com- 


mittee this morning. However, I did look over the budgets carefully. 


Derense TRANSPORT ADMINISTRATION 


Tell us what his plans are, and so forth, for setting up the old 
familiar agency which we had in World War II on defense transporta- 
tion. I presume it will be more or less a duplicate, in our present 
situation, which is pretty much the same as we had in World War II. 
Can you give us a little information on that? 

Mr. Manarriz. I can give you a little, but the Assistant Director 
of the new activity can answer the inquiry better. 

Mr. Tuomas. We would be delighted to hear from him. 

Mr. Manarriz. Mr. King, you have heard the question. 

Mr. Kina. Our plans in general, so far as this affects the Interstate 
Commerce Commission, Mr. Thomas, are to utilize the service of the 
Interstate Commerce Commission in carrying on the work of the 
Defense Transport Administration, which was set up under the execu- 
tive order of September. 

Mr. Tuomas. You have been in operation for 5 or 6 months, as | 
recall it? 

Mr. Kina. On paper, yes, but we have been rather slow in starting. 
We have kept up with the situation, I think, as well as the needs de- 
manded. We have not hired people as fast as we might have. We 
have been selective and very careful. 

Mr. Tuomas. What is your No. 1 headache now? Is that a short- 
age of cars? 

Mr. Kina. Yes, sir. 
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Mr. Tuomas. I believe I noticed the statement from Mr. Knudson 
2 or 3 days ago in one of the papers to the effect that in order to avoid 
a serious tie-up of the freight transportation he needed about 300,000 
additional cars; is that correct? 

Mr. Kine. That is what Mr. Knudson said, I believe, and I agree 
with him. 

Mr. Tuomas. What is the rate of production of cars now? What 
assistance are you getting from the NPA with reference to allocation 
of materials and so forth? What is the rate of obsolescence of the 
cars, as it compares with the rate of production of new ones and so 
forth? Give us those general figures. 

Mr. Kine. The first thing we did before we had an organization 
was that we borrowed some people, brought them in there, and pre- 
sented to the National Production Authority, which was General 
Harrison at that time, a program calling for steel for 10,000 cars per 
month for the first 6 months of the first period. I think it was 6 
months. We asked that that program be stepped up to 12,500 and 
higher. They gave us that amount of steel through April of this year. 
We did not get all of it, but enough was furnished to take care of the 
capacity of the car builders pretty well. 

Mr. Dararis: That is 150,000 cars per year. How many are you 
getting now, say as of the month of January? 

Mr. Kine. January, I think, was 5,800 cars. We will not reach the 
10,000 cars 

Mr. Tuomas. 50 percent of your requirement, roughly? 

Mr. Kina. Yes, sir. 

Mr. Tuomas. Where is the bottleneck? 

Mr. Kine. The bottleneck from now on will be steel and manpower. 

Mr. Tuomas. Did the NPA people come up with the DO orders to 
the tune of 12,500 cars a month? 

Mr. Kine. No, sir. They did give us steel for 10,000 cars a 
month on paper, but we have not gotten it. 

I do not know that you can criticize the NPA for that. It is a 
transition in the steel industry. The steel people do not seem to want 
to stop rolling sheet for automobiles, washing machines, and things 
like that, and go to plate. 

Mr. Tuomas. Do you mean to say that the DO orders of the 
or Production Authority are not being honored by the steel 
people? 

Mr. Kina. These are not DO orders. 

Mr. Tuomas. What kind of orders are they? 

Mr. Kine. It is a voluntary controls plan. We have no con- 
trolled materials plan as yet. 

The other day we were told that our steel for cars would be reduced. 
We have not been told the exact figure. I am sure it is 9,000 cars 
for May. 

Mr. Tuomas. That is on paper, again? 

Mr. Kina. Yes, sir. 

Mr. Tuomas. In order to get even the 10,000 cars per month, much 
less the 12,500 cars per month that the carriers actually need, it is 
imperative that the National Production Authority go into the busi- 
ness of allocating critical steel and enforcing its allocation effort after 
it has once been granted; is that correct? 

Mr. Kina. That is my idea. 
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Mr. Tuomas. Is that the idea of the carriers also? 

Mr. Kuna. I think so. 

Mr. Tuomas, Are the carriers able and willing to finance the pur- 
chases of these cars? 

Mr. Kine. We have a greater number of cars ordered now, I 
think—I will not be positive about that, but I believe it is the greatest 
number of any time in history. 

Mr. Tuomas. In other words, there is no trouble about the financing 
of cars by the carriers? 

Mr. Kine. No, sir. 

Mr. Tuomas. The trouble is first getting the steel; and, second, 
the National Production Authority not allocating that steel and 
enforcing its allocation to the carriers. Is that correct? 

Mr. Kine. I do not want to be in the position of criticizing the 
National Production Authority. 

Mr. Tuomas. We are just asking for straight facts. 

Mr. Kina. The fact is it is going to take stronger measures. 

Mr. Tuomas. If anybody is going to be criticized, let. the criticism 
fall where it may. 

Mr. Kina. The facts are that the steel has not been forthcoming. 
I think it is fair to charge that the measures that have been taken up 
to the present time have not been as effective as they should be. 

Mr. Tuomas. In other words, to repeat your statement awhile 
ago, it is still going to automobiles and washing machines and so 
orth. 

Mr. Kina. It is more profitable to roll sheet than it is to roll plate. 

Mr. Tuomas. I see. 

Mr. AnprEws. Do you know anything about a gray market in 
steel, or gray markets? 

Mr. Kina. No; I do not. I donot. I know that steel is difficult. 


EMPLOYEES IN DEFENSE TRANSPORTATION 


Mr. Tuomas. How many employees do you now have in your new 
unit of defense transportation? 

Mr. Kina. I told Mr. Harrison to get that figure this morning. 
Do vou know what it is, Mr. Harrison? 

Mr. Harrison. They have right around 100 people now, and they 
anticipate 156 by June 30. 

Mr. Tuomas. By June 30? 

Mr. Harrison. Yes, sir. 


FISCAL-~Y EA R-1952 


Mr. Tuomas. What will be your needs for the fiscal year 1952? 

Mr. Kine. Mr. Wise has the figures. 

Mr. Wise. The Bureau of Service has requested 117 employees for 
the fourth quarter of this fiscal year. 

Mr. Tuomas. Is that the new name of it, the Bureau of Service? 

Mr. Wise. Those are the augmented employees added to the Bureau 
of Service to assist in carrying on the DTA work. 

Mr. Harrison. That is the Bureau of Service of the Commission 
and not the Defense Transport Administration. 
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SEPARATION OF DTA INTO DISTINCT BUDGETARY UNIT 


Mr. Tuomas. For the purpose of auditing and for justification, for 
the committee’s sake, we would like to set that up as a new unit and 
keep it all as a new unit, and then you will know what you are doing 
and we will, also. 

Mr. Kine. The question, as I understood it, was: What is the DTA 
going to do in 1952? 

Mr. Tuomas. That is right. 

Mr. Kine. He has that. 

Mr. Tuomas. I believe you said 156 people as of June 30th. Then 
I’asked the question as to what will be your personnel load for the 
fiscal year 1952 for the Office of the Defense Transport Administration. 

Mr. Puiuuips. Are any of the 156 taken off of your rolls? 

Mr. Tuomas. I understand they are new employees. 

Mr. Puiuurrs. All new people with no training? 

Mr. Manarrin. I do not handle that. 

Mr. Tuomas. Mr. King, these are new employees; are they not? 

Mr. Kina. Yes, sir. 

Mr. Tuomas. You have 156 by June 30. How many will you need 
for the fiscal year 1952 in this new defense-transportation set-up? 

Mr. Kine. The Defense Transport Administration. 

Mr. Harrison. They have not been anticipated by the DTA yet, 
as to the number they will have for fiscal year 1952. 

Mr. Tuomas. I did not notice any justification in your budget for 
that last night. 

The next question is this: I presume your present 117 or proposed 
156 are to be paid from the President’s emergency fund; is that 
correct? 

Mr. Kine. That is right. 

Mr. Mauarriz. The budget that we are presenting, Mr. Chairman, 
covers only the Bureau of Service portion of that work. 

Mr. THomas. We are asking you now to put all of that in one 
separate and distinct budget. You can call it whatever you want. 
In World War II you called it the Office of Defense Transportation. 
You should keep it confined within that budget, and you will know 
and we will know exactly what it is. 

Mr. Harrison. That is the way we did. The old Office of Defense 
Transportation had it in there. 

Mr. Tuomas. In this budget for 1952, how much in the way of funds 
do you have for the future activities of the Office of the Defense 
Transport Administration? 

Mr. Harrison. Not any. 

Mr. Tuomas. Not any? 

Mr. Barre.. Not in our budget here, Mr. Chairman; no, sir. 

Mr. Tuomas. I just wanted to get that in the record. I presume 
those expenditures for the Office of the Defense Transport Administra- 
tion will sooner or later be separated from the President’s emergency 
fund for that set-up known as the Defense Transport Administration. 
I just wanted to get that straightened out. 


RATE OF EXPENDITURES IN DTA 


What is your rate of expenditures now for that? 
Mr. Kina. In the Defense Transport Administration? 
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Mr. Tuomas. Yes. 

Mr. Kina. Mr. Wise is acting as our budget officer, too; so he can 
give it to you. 

Mr. Wise. In the month of January, the actual obligations incurred 
by the Defense Transport Administration amounted to $32,054. The 
amount of obligation incurred by the Bureau of Service in connection 
with the Defense Transport Administration work was $21,901. 

Mr. Tuomas. From where did the $21,901 come? 

Mr. Wise. From the President’s emergency funds. 

Mr. Tuomas. That sum is not reflected in this 1952 budget? 

Mr. Barret. That is correct, Mr. Chairman. 

I might explain this. The DTA has turned over to the Commission, 
out of the amount allocated to it out of the President’s emergency 
funds, a specific amount as a working fund, and we pay these people 
out of the working fund. 

Mr. Tuomas. That is clear, but I wanted to get it in the record. 

To the budget officer of the Commission may I say that you have 
certainly prepared here a very fine justification. There are 204 pages. 
Believe it or not, I went clear over to page 199 last night. 

I wish that next year you would come up with the green sheets. I 
did not find the green sheets in here. 

Mr. Barrev. They are in there, sir. 

Mr. THomas. You have given us such a wealth of detailed informa- 
tion on the breakdown of your bureaus and subdivisions of bureaus 
that if you would just put the green sheets in you would be 100 percent 
right on the ball. , 

I did not find, also, a breakdown of the other objects. I did find a 
table. Who can put his finger on that quickly for me? 


Mr. Wiser. Page 188, Mr. Chairman, there is a similar statement by 
the bureaus, and on page 189. 

Mr. Tuomas. I am talking about the ‘other objects.” 

Mr. Barte. Page 188 covers the positions, travel, transportation, 
communications services, and other objects. 

Mr. Tuomas. Yes. 


PROGRAM AND PERFORMANCE 


We shall insert in the record at this point, from the printed bill 
page 157, dealing with the “Program and performance’ and the pages 
following that, specifically pages 159 and 161. 

(The material is as follows:) 


GENERAL EXPENSES 
PROGRAM AND PERFORMANCE 


The Interstate Commerce Commission regulates common carriers engaged in 
interstate and foreign commerce, including railroads, motor carriers, water car- 
riers, pipelines, contract carriers by motor vehicle and water, freight forwarders, 
brokers of motor service, and to a limited extent private freight-car lines. 

Rising operating costs of the regular common carriers account for increased 
applications for rate adjustments. Greater competition between carriers resu!ts 
in increased complaint proceedings and a higher volume of investigatory and 
inspection activities. he amount recommended for 1952 provides for (a) 
strengthening the Commission’s work upon a selective basis in areas where 
backlogs are most serious and where volume of workload is not subject to control; 
(b) improving motor carrier safety; (c) more adequate review of motor carrier 
tariffs. 
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1. Applications, complaints, and other proceedings —About one-fourth of the 
Commission’s work is devoted to setting rates, granting operating authorities, 
approving financial organizations, and disposing of complaints. The prepara- 
tion of decisions in these proceedings involves detailed review of data and holding 
of informal and formal hearings. 

2. Investigation, litigation, legal advice, and compliance.—The Commission (a) 
formulates uniform systems of accounts for all types of carriers subject to the 
Interstate Commerce Act and examines such accounts in order to obtain aceurate 
and reliable information; (b) prepares studies and analyses of costs of transpor- 
tation services of the various types of carriers; (c) investigates alleged violations 
of the law and assists in the enforcement of statutes affecting transportation and 
carriers; (d) prepares briefs and arguments in cases involving suits to set aside 
orders of the Commission; (e) ascertains that motor carriers and freight forwarders 
are adequately insured; and (f) prepares regulations to promote highwav safety 
and to assure the use of safe equipment and operating practices by operators of 
busses and trucks. 

3. Collection and analysis of accounting and statistical data.—Statistical research 
is undertaken so that the Commission may regulate the industry on a sound 
factual basis. 

4. Supervision of rate publications—Before they become effective, all common- 
carrier rate tariffs must be filed with the Commission, which examines them to 
protect users from excessive charges. 

5. Railroad car service.—A field staff of service agents is maintained for working 
directly with individual railroads in handling problems related to the movement 
of freight cars. 

6. Valuation of railroads and pipelines.—Valuation work consists of keeping 
inventory and cost records current and developing elements of value which must 
be used in prescribing just and reasonable rates, determining divisions of joint 
rates and fares, prescribing proper switching charges, setting up of depreciation 
reserves, determining costs of service, and approving financial reorganizations. 
Such data are used also by other agencies of the Federal Government and by 
State regulatory bodies. 

7. Administration.—General executive direction is provided by the Commis- 
sioners and by the Office of the Secretary. Administrative services are furnished 
to all bureaus centrally. 


RAILROAD SAFETY 
PROGRAM AND PERFORMANCE 


The Bureau of Safety inspects safety appliances on trains, locomotives, and 
cars; enforces laws relating to hours of service of railroad employees; inspects 
installations of block signals, train-control systems, and similar appliances on 
railroads; and investigates serious railroad accidents. Worlkoad data are set 
forth below: 





1950 actual | 1951 estimate | 1952 estimate 











Number of hours-of-service reports tabulated 
Number of signal and train-control inspections 
Number of accidents investigated 


Number of inspections....................-.--.--------------- 1, 192, 059 | 1, 200, 000 





Locomotive INSPECTION 
PROGRAM AND PERFORMANCE 


The Bureau of Locomotive Inspection enforces compliance with the Locomotive 
Boiler Inspection Act to promote the safety of employees and travelers on rail- 
roads. Workload data are shown below: 





1950 actual | 1051 estimate |,o82 estimate 





Number of locomotives inspected . 109, 229 115, 000 117, 000 
Number of locomotives found defective 9, 490 9, 500 9, 350 
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Comparison OF Positions, 1951 AND 1952 


Mr. Tuomas. We will insert at this point in the record the table on 
page 5 of the justifications. 
(The matter above referred to is as follows:) 


Comparison of number of positions and total appropriations for fiscal year 1951 
with the budget estimates for fiscal year 1952 by bureaus and offices 





Fiscal year 1951 Fiscal year 1952 an gr 1952 


Number} Total | Number | Total Number | 

of po- appropri- of po- “nee of po- | Amounts 
| sitions | ations sitions | “mates | sitions | 
| | 





Bureau or office 





Commissioners and their offices | 8 | $305,016 | 
Secretary and his office._...._.._...._.. 100, 843 | 
pe OS eee 99 | 694,007 | 
Accounts and Cost Finding 27 713, 344 | 
Finance_____- 3$ 238, 921 | 
Formal Cases____- . 9 | 640, 680 
Informal Cases to Fockei 5 76, 767 
Inquiry | 141, 844 | 
Law we 9 | 163, 516 
Motor Carriers: 
mGmmistration. =... .. 5. .....-.- 178, 634 179, 463 
Certificates. _......__. pdaseaniul: } f 420, 543 y 427, 872 
Complaints 931, 219 | 7 
Insurance 136, 199 | 
Legal and Enforcement | 26 | 123, 155 
PEE a ES Tee } 33 125, 813 | 
a | 339 1, 826, 586 


Total, Motor Carriers... .__._- 753 | 3,742,149 | 
OR re ey 59 374, 287 
ei b> sachin: adnncanaiies 243 | 1,088, 784 
Transport economics and statistics... 151 | 645, 245 | 
Valuation... * ian 89 | 480, 905 | 
Water carriers and freight forwarders - 21 | 107, 292 | 
Printing and reproduction. ....__._- | 205, 000 
Savings under sec. 1214 nal 171, 000 














Total, general expenses___ | 3,902 | 9,889,600} 1,935 
I 





eS OEE NE ; 32 | 983, 000 132 
Savings under sec, 1214 fees a 17, 000 | Nig at 











ites | 
Total, railroad safety 132 | 1,000,000 | 


Locomotive inspection..........-- 2 706, 600 
REE OE BOE... cin convanacl»xenmedete 12,000 |_. 


Total, locomotive inspection__._-| 2} 718, 600 | cy ft ee 











See | eae aE 2,146 | 11,608,200 | 2,179 | 11, 542, 000 | +33 % 
' ' 





Mr. Tuomas. For the fiscal year 1951, you had 2,146 employees 
for the Interstate Commerce Commission proper, for railroad safety 
and for locomotive inspection; for the fiscal year 1952, you want 
2,179 employees, which is an increase of 33. 

Mr. Sptawn. Mr. Chairman, you are reading what we want. 
What is the basis for the statement of the number of employees we 
want? 

Mr. Tuomas. I beg your pardon. 

Mr. Sprawn. May I inquire what is the basis of the conclusion you 
just read as to what we want? 

Mr. Tomas. I happen to be reading from your own table here. 
That question is not answered on this particular table, but it is in the 
subsequent 200 pages, and I will try to get around to them as quickly 
as I can. 
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Mr. Sptawn. In that connection, I think I know the question I am 
going to raise if this is the time and it is agreeable. 

What we want is announced to the budget. What we have brought 
here is what, under the statute, the Bureau of the Budget tells us to 
bring. What you have there that you read as what we want is 
what the Bureau of the Budget says we may present. 

Mr. Tuomas. I see. That is very good. 

Mr. Sprawn. And I have for your information, if I won’t go to 
jail for making it—the statute is very strict, and I do not know when 
I am lobbying and when I am testifying 

Mr. THomas. Well, you are the best lawyer in this room. Of 
course, if you get in jail, we will all try to get you out. 

Mr. Sptawn. My inquiry is, would I have immunity if I make a 
suggestion. 

REQUEST OF THE BUREAU OF THE BUDGET 


Mr. THomas. How many employees did you request of the Bureau 
of the Budget? 

Mr. Sptawn. I have it all spelled out there bureau by bureau 
{submitting paper]. 

Mr. THomas. 2,850 employees. 

Mr. Puitiirs. What was the total request they made in money? 

Mr. Tuomas. 2,850 employees at $14,718,200. 

Mr. Sptawn. Now, the Bureau of the Budget has done a grand job 
on us so far as emergency financing is concerned, and I have no 
criticism of the Bureau of the Budget. They have a tremendous 
problem. I think really they wanted to give us more, but they had 
all of this big budget before them. 

Mr. Tuomas. Well, the taxpayers are having a little bit harder 
problem, though, than the Bureau of the Budget, are they not? 

Mr. Sptawn. That is right. And before you let us go, I want to 
make a little talk on behalf of the taxpayers. 

Mr. Tuomas. Doctor, we will put you under the 5-minute rule, and 
we will let you make your speech. 

Mr. Sptawn. V henever it is in order. 

Mr. Tuomas. The total appropriations for 1951 were $11,608,200; 
the estimates for 1952 were $11,542,000. The Bureau of the Budget 
has impounded for the Interstate Commerce Commission, $171,000; 
railroad safety, $17,000; locomotive inspection, $12,000—which makes 
an impounding of $200,000. So that your budget for 1951 was 
$11,408,200, and your request under the estimates for 1952 is 
$11,542,000, which is an increase of approximately $133,000 over 
1951. I forgot to add to that $133,000 about $83,000 which you 
paid last year for rents, which the Bureau of Public Buildings and 
Grounds will pay this year. That makes an increase of approximately 
$212,000 or $213,000 over the amount available in 1951. 

Mr. Manarrie. Your figures are a little less than the figures I 
gave in my presentation. The total works out $218,191 increase. 

Mr. Tuomas. You are correct. 

Mr. Puiuures. May I clear up one minor point? That reduction 
by the Bureau of the Budget was from $14,718,200 to $11,542,000. 
Is that right? 

Mr. Mauarriz. That is right. 
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Mr. Puiiuirs. That is in the combination request? 
Mr. Manarrie. That is right. 


GENERAL EXPENSES 
1951 APPROPRIATION AND 1952 ESTIMATE BY OBJECTS 


Mr. THomas. Now we will insert the table on page 8, which is a 
break-down in personal services and other objects for the Interstate 
Commerce Commission proper. By that, I am excluding the Bureaus 
of Safety and Locomotive Inspection. 

(The matter above referred to is as follows:) 


General expenses, Interstate Commerce Commission 
OBLIGATIONS BY OBJECTS 





1951 appro- 


Comparison 
priation 


1952 with 1951 


Object classification 1952 estimate 








Personal services: 
Departmental... ........-.-.- shes iananiladswmasinmematee $6, 495, 713 +$57, 269 


2, 383, 701 +105, 595 


ef 
3 


ESSERE | SE 





Wotnl pessowhl MerVINIs,, ox. cen kccicctanpeckecsem 


@ 
s 
= 

> 


8, 879, 414 
330, 762 


Transportation of things 
Communication services 


wes S$ 


Rents and utility services _- 
Printing and reproduction -_.............-.-.-.--.--.----- 
Se nc a adbwcecunsccaene 
Supplies and materials ae 
as elit alnidaee teak ates enewaih od ape oui nios 
Saving under sec. 1214 


Bea-8 


5B 
q 








Sa 
wo 
28 





Total appropriation or estimate 


p 
: 








This shows an increase in personnel cost of $162,864 over 1951, an 
increase in travel of $26,177, making a total for travel of $330,762 for 
the fiscal year 1952, and an increase in equipment of $3,116 to a total 
of $60,513 for 1952. 

It shows a decrease of $83,960 for rents and utility services for 1952 
over 1951, but those costs are transferred over to the General Services 
Administration, Bureau of Public Buildings and Grounds. 

I did not find a justification for these other objects. You do have a 
table on pages 198 and 199, but I did not find any justification. Will 
someone justify this item of travel? 

The committee is going to try, with the help of the various bureaus, 
in this budget to be just as sparing as we possibly can on the travel 
item and on the communication services. 

I notice for 1951, for communication services, you have $47,647 and 
request the same amount for 1952. 

Also, on printing and reproduction—we are going to try to reduce 
those items if we possibly can throughout the budget. For 1951 you 
have $205,000 for printing and reproduction and are requesting the 
same amount for 1952. 

I wonder if you will justify those items for us. 


TRAVEL 


Mr. Maunafrir. We attempted to do that on page 9 of the justifi- 
cations, Mr. Chairman. 
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Mr. Tuomas. I see that. We will insert the fourth paragraph on 
page 9 of the justifications at this point in the record. 

The increase of $26,177 requested for travel represents the difference between 
increases totaling $32,713 needed principally for the increased highway safety 
work and for additional work to be performed in the field by the Bureaus of 
Accounts and Cost Finding, Service, and Valuation, and a decrease of $6,536 for 
the Section of Complaints, Bureau of Motor Carriers as the result of a reduction 
in the number of applications to be assigned for hearing during 1952. 

Mr. Manarrig. I would like to add, if I may, while you are on that 
topic, that so far, in view of our other financial requirements, we 
have not felt justified in increasing the per diem to the permissible 
$9aday. We still have a maximum of $8 per day, and these figures, 
I think, are computed on the basis of the continuance of that maximum 
rate. 

Mr. Barre. That is right. 


PRINTING AND REPRODUCTION 


Mr. Toomas. What about the “Printing and reproduction” item of 
$205,000? I do not find the justification for that. 

Mr. Manarrie. We have very little control over that. We have to 
pay what the Printing Office charges. 

Mr. Tuomas. What about your material? 

Mr. Wise. Page 127 is the justification for printing and reproduc- 
tion. 

Mr. Puiures. It really does not break it down; it just shows they 
are asking for so much money. 

Mr. THomas. This is on your Way Bill Section; is it not? 

Mr. Manarrir. This is a new subhead, “Printing and reproduc- 
tion.’”’ We finished the Way Bill before we got to that heading. 

Mr. Tuomas. It is under the Bureau of Transport Economics and 
Statistics. 

Mr. Spiawn. It follows that Bureau in the justification, but it is 
under the Secretary. 

Mr. Barret. I can give it to you on “Printing and reproduction.” 
I have quite a long, detailed statement here. 

Mr. THomas. Condense it and give it to us in your own words. 

Mr. Barret. The estimate includes four printed volumes of rate 
and finance decisions at an estimated cost of $19,300; reports and 
orders and separates as required, $20,000; reports and orders in 
finance cases and separates, $5,120; reports and orders in water- 
carrier cases; $1,500; three bound volumes of motor-carrier cases, 
$13,800; reports and orders, motor-carrier separates, $15,000; one 
valuation bound volume, $4,200; separate reports and valuations, 
$10,000; accident bulletin, which we get out annually, $7,920; annual 
report to Congress, $2,800; annual report of the Bureau of Locomotive 
Inspection, $1,000; annual report of the Bureau of Safety, $900; 
annual report of statistics of railways of the United States, $32,660. 

Mr. Tuomas. How much of that can you do away with without 
seriously crippling the functions of the Interstate Commerce Com- 
mission? 

Mr. Barret. Well, we have reduced the printing very, very much. 
[ daresay we have curtailed it already 70 or more percent so far as the 
Commission’s decisions go. There are very few motor carrier reports 
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that are now printed except rate cases. In most of the application 
cases we get out the reports in mimeographed form and do not put them 
in bound volumes. We are curtailing that in every possible way we 
can by mimeographing and not having them printed. 

The Statistics of Railways is really the bible of the Commission. 
That is the large blue book we get out each year, and it is costing 
now $32,660. 

Mr. Purtuips. To whom does that go? 

Mr. Barret. It is really the Commission’s bible. It gives the Com- 
mission all the information. It goes to various parties. It is sold at 
the Government Printing Office. We give out very few copies of 
these documents. They are sold by the Superintendent of Docu- 
ments. 

Mr. Manarrre. Many persons interested in railway ‘inance and 
operation study these compilation of the statistics of railways. Each 
railroad, for instance, needs it and gets it. 

Mr. Puiuurrs. Do you mean there is money coming in for these to 
the Superintendent of Documents which does not show as a credit 
in vour budget? 

Mr. Barre. Oh, yes. In fact, all of our bound volumes are sold 
by the Superintendent of Documents, and the reports are sold by the 
Superintendent of Documents. The most of our publications the 
Superintendent of Documents stocks up on and sells to the public. 

Mr. Tuomas. This cost which is set out here is the cost to the 
Commission? 

Mr. Barret. That is right. 

Mr. Tuomas. And the cost of the other volumes sold by the Super- 
intendent of Documents is charged to their account rather than yours? 

Mr. Barret. That is right. 

Mr. Tuomas. Let me refer again briefly to your other objects. If 
you will put them at one place in this very fine justification—and it 
is a good one—then you can refer to each one of the bureaus if you 
want to break it down. ‘Take, for instance, in your table of contents 
of work there, the pages are not numbered. When you get down to 
the section of supplies and publications, which is on page 171, you 
break down some supplies, but you do not on your publications. The 
most of it is here. I am not criticizing that but am just making that 
suggestion. 

Nir. Bartet, This statement I have here is a statement which was 
presented to the Bureau of the Budget, which gives the details for the 
estimates we made for printing and binding of the various documents 
we print and so forth. 


EMPLOYMENT IN BUREAU OF MOTOR CARRIERS 


Mr. Tuomas, I want to read the middle paragraph on page 3 for 
the record: 


The Independent Offices Appropriation Act, 1950, approved August 24, 1949, 
provided funds for the Bureau of Motor Carriers for the employment of additional 
examiners to reduce the large back-log and speed up the handling of motor 
carrier application proceedings. The budget estimates for 1952 reduce the 
force for this work from 144 positions to only 112, a decrease of 32 including 26 
examiners in grade GS-12 or higher. Consequently, the back-log of motor 
carrier application cases will again become a deterrent factor in the proper han- 
dling of current applications and the Commission as well as the Congress will be 





271, 


subjected to a large number of complaints of the delay in the handling of motor- 
carrier applications similar to that which occurred prior to the fiscal year 1950. 

I wonder if you will give us the number of employees you had in 
that Bureau for the fiscal year 1950. As well as I remember, we 
began to increase it in 1950. And what was it in 1948 in the Bureau of 
Motor Carriers? 

Mr. Puitiirs. You want the employees in Motor Carriers alone? 

Mr. Tuomas. Yes; for 1948. 

Mr. Wisz. For the fiscal year 1948, the average positions were 748.7. 

Mr. Tuomas. And it is 753 for 1951, and for 1952 it has been 
reduced to 743; is that correct? That is for the entire Bureau; that 
if the Section of Administration, Certificates, Complaints, Insurance, 
Legal and Enforcement, Safety, and Field. Is that correct? 

Mr. Wise. Those figures just mentioned represent the number of 
positions. The ones I gave you for the fiscal year 1948 represent the 
average number of positions. 

Mr. Tuomas. How many people did you actually have on the pay- 
roll in this Bureau of Motor Carriers in 1948? 

Mr. Wise. We do not have that figure. 

Mr. Manarrie. | have the actual employment as of July 31, 1947. 

Mr. Tuomas. Give us that. 

Mr. Manarris. For the Bureau, it was 830 actual employment on 
July 31, 1947. On July 31, 1939, it was 1,246. 

The trouble is those are not comparable figures with those we were 
using for the actual number in the 1952 request. 

Mr. Wise. The figure we have been talking about in the 1952 
request is the Section of Complaints in the Bureau. The chairman 
wanted the figure for the whole Bureau. 


FIELD EMPLOYEES OF ICC 


Mr. Tromas. In the field, for the Bureau of Motor Carriers vou 
have 339 for 1951? and for 1952 you want an increase of 11, making 
350. That is for the field for the Bureau of Motor Carriers alone. 
Your justifications show that for the field generally for 1951 you 
spent for personnel cost, $2,278,106; you want to increase that by 
$105,595 for 1952. How many employees does that give you through- 
out for the field, including Motor Carriers of 350? I do not find that 
figure. You give the dollars and cents, but I do not find it in the 
number of personnel. 

Mr. Manarriz. That would include all of the field work of the 
Commission. 

Mr. THomas. Yes. 

Mr. Manarrie. I think we would have to make that computation. 
Locomotive, Safety, and these other factors I do not think we have. 

Mr. Tuomas. Confining this to the Commission itself, you want 
350 for the Bureau of Motor Carriers. For this sum of $2,383,701, 
how many employees will that give the Commission, excluding Inspec- 
tion and Safety? 

Mr. Wise. Four hundred and eighty-two for general expenses for 
the field is included in our estimate for 1952. 

« Mr. Tuomas. Does that include the 350 for Motor Carriers? 

Mr. Wise. Yes, sir. 
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Mr. Tuomas. The 482 employees for general expenses is the total, 
including the 350 for Carriers? 

Mr. Wise. Yes, sir. 

Mr. Tuomas. That means 132 for something other than Motor 
Carriers. What do they do? 

Mr. Manarriz. We have quite an accounting force in the field. 
Also, we have Bureau of Inquiry men and some valuation men in the 
field. We have 6 from the Bureau of Water Carriers and Freight 
Forwarders. 

Mr. Tuomas. Do you have that in tabular form? 

Mr. Manarrie. Yes. 

Mr. Tuomas. Read it off and then put it in the record at this 
point. 

(The matter above referred to is as follows:) 


Field employees by bureaus 


Number 

Pureau f employees 
Accounts and Cost Finding ----- SMe eine OTe BEN ey ey eee ve Ned Ere STONE Mae BAR eS a 56 
Inquiry - - ees pelgivss Sees Rete Be SPP BEY OE ON: Se 11 
Motor Carriers __-- ; a SRN > da. pie ini a Geena CE we 350 
Service-__-------- : ia a a a aie eRe pe wo us Meo 37 
MeN is ce ee. eS De 2 es a ee 22 
Water Carriers and Freight Forwarders. _____-____-___-_- PARES twats 6 
aE ics eah pee ae ee CI AN MR EAS 482 
Riu INERT Se ee Sb ae oo ea eee 85 
Railroad Safety _ _- Ket? boa A Bids oS aah eee cae eae Tene oe 94 
Total, Interstate Commerce Commission, field___._....---.--__-_- 661 


NUMBER AND LOCATION OF FIELD OFFICES 


Mr. Tuomas. What is the cost of the ‘‘Other objects” besides your 
personnel cost for the field? ‘‘ Personal services’’ for the field is esti- 
mated for 1952 at $2,383,701. What are the “Other objects” there, 
and where are the employees located? How many field offices do 
vou have? 

Mr. Wise. Ninety-four supervisory officers in the Bureau of Motor 
Carriers and 16—-—- 

Mr. Tuomas. | ran into the figure last night of 33. The total 
number is 94? 

Mr. Barre. There are 94 district supervisors in the field for the 
Bureau of Motor Carriers. We have 16 district offices in addition 
to the 94 supervisors. 

Mr. Tuomas. Do you have any regular field offices; and, if so, how 
many and where are they located? | am not talking about where 
you have an employee living in a town and operating out of that 
town but do not have an office there. 

Mr. Manarriz. The chief offices are those of the district directors, 
of which there are 16. We try to group everything around them that 
we can. In addition to that, we have three sizable accounting head- 
quarters in the field. 

Mr. Tuomas. That makes 19. 

Mr. Manarripz. I think it is safe to say the others are the some- 
what isolated type you spoke of, where we have to have one, two, or 
three men in particular locations. 
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Mr. Tuomas. Where are those offices located? Do you have a list 


Mr. Dovetas. I can give you the locations of the valuation offices. 
We have 12 with usually 1 man to an office—sometimes 2. They 
are located in Philadelphia, Chicago, New York, San Francisco, St. 
Louis, Houston, Atlanta, St. Paul. We have one field office in 
Washington with one field man and one in Kansas City. 

Mr. Tuomas. Is that office shared by the Bureau of Motor Carriers, 
or do they have separate offices in the field? 

Mr. Dovetas. In most cases our offices are shared by one or more 
bureaus. We have a number shared by the Bureau of Services. 

Mr. Tuomas. That makes 12. Where are the other 33? 

Mr. Manarrie. Commissioner Rogers can give you the district 
offices. 

Mr. Rocers. Boston, New York, Philadelphia, Charlotte, Atlanta, 
Nashville, Columbus, Chicago, St. Paul, Kansas City, Denver, Dallas, 
San Francisco, Portland, and Little Rock. 


COSTS OF FIELD OFFICES 


Mr. Tuomas. Who can give us the other objects of cost besides 
this $2,383,801 for personnel cost for those field offices? The number 
is very indefinite. None of us have the right figure in mind. I hope 
it will be placed in the record at this point, covering the 482 emplovees. 
What is the cost of the ‘Other objects.””. Does anybody have that 
information? ' 

Mr. Wise. We will be glad to furnish that for you. 


Statement showing by bureaus the budget estimate for 1952 for “Other objects’ for 
the field offices under the appropriation ‘General expenses’ and the number of 
such offices and positions assigned thereto 























| Other objects 
| | | | | | 5] 
: Ee Remhs pre See) Com- | Other | g 
Bureau Num- | Num Trans-| muni- \contrac-| SUP- | Total, 
ber of | ber of | Travel | POTt@- | cation | tual plies Equip-| other 
| em- field | ""~ | tion of | “Gory. | sery- |20d. ma-) ment | objects 
\ployees| offices | things} ‘us | ‘ices | terials 
| eee 
A Ae ee a gh A a Lee ae as Sy era } 
Accounts and Cost Finding 56 3 |$67, 703 $469 $452 | $72 O23 fo 2. $68, 917 
Me eases wouckessse 11 8 | 13,822 1 101 | _ 8 ree $58 14, 043 
Motor Carriers. ...........- 350 79 | 98, 445 7, 867 | 22,791 | 27,735 | 33,267 | 39,074 | 229,179 
Serves. ist os. koe 37 25 | 42,419 674 3 RS 28 1.2... 45, 689 
Valuation...............- 22 19 | 7,142 107 586 | tid tS 7, 840 
Water Carriers and Freight | 
Forwarders... ........... 6 3 | 2,707 640  , Eee SG era 3, 669 
Teen, ee... 482 137 |232, 238 9, 758 26, 576 27,873 | 33,760 | 39,132 | 369, 337 























INCREASED PERSONNEL FOR 1952 


Mr. Tuomas. I read that paragraph into the record awhile ago 
dealing with motor carriers where you are cutting down 32 employees 
out of a very active and pressing Bureau, where these motor carriers 
have to file their applications for certificates of public convenience 
and necessity, where the backlog has been heavy, and yet you are 
cutting down on that. It looks like it would be in keeping with 
reasonably good judgment to attend to the most pressing matters 
first, and some of that increase of 33 employees might go there. 
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In the Bureau of Valuation, for instance, you want to increase from 
89 employees to 96; in Transport Economies and Statistics, you want 
to increase from 151 to 159. Of course, that is very valuable work; 
it is good information. But, as far as your Valuation Section is 
concerned, I believe it has been testified it takes from 30 to 60 or 90 
days after they file an application to come up with an answer; that 
the Bureau is always behind. 

I am just wondering, if the committee were to cut that amount 
of $512,143 in two and let you apply half of it on something that is 
far more pressing than statistics and valuation, what would you think 
about that? Then you would get behind you some of those more 
pressing things. 

What do you think about it, Mr. Mahaffie? 

Mr. Manarrte. Of course, we are confronted with this: We have 
statutory duties under the acts you gentlemen have provided for us, 
and we make the best estimates we can of what is necessary to carry 
them out. We have presented to you here what the Bureau of the 
Budget, after looking at our presentatoin, is willing to allow us. 
We'did not suggest this cut of 32 in the Motor Carrier Complaint 
Section at all. We do not like it. But that is what we got. 

Now, as to what particular duties should be curtailed 

Mr. Tuomas. My people did not send me up here to let the Bureau 
of the Budget and some of those gentlemen over there tell me what 
to do. We think we know a whole lot more about this than they do. 
We are all here together, and let us discuss it among ourselves. 

Mr. Manarrig. As to this reduction of 32 to which you call atten- 
tion, as is indicated in the portion you put in the record, that will 
cause us, and I think possibly some of you gentlemen from the con- 


gressional districts, a good deal of trouble, because it will curtail very 
necessary work about which there is a lot of urgency. 

Mr. Tuomas. I think statistics and valuation are good information, 
and you are always behind in it. Your justification so states. But, 
when the heat is on and an emergency arises, the Commission always 
rises to the occasion and does what, in its judgment, is the rt and 


roper thing. And, in my book, you do a pretty fine job. Regard- 
foae of all the paper work and the facts and figures, you usually come 
up with about the right answer. 

Now, what do you say to just cutting that figure in two and spread- 
ing it around where you need it? 

Mr. Sptawn. That is where it needs to be doubled instead of cut 
in half. 

Mr. Tuomas. If we can double it, but let us be practical about this; 
let us do the best with the tools we have to work with. Does not that 
make sense in your book, Mr. Mahaffie? 

Mr. Manarriz. About 2 years ago, in answer to a question pro- 
pounded by Mr. Case, which he said would put me on the spot 

Mr. Tuomas. I do not want to put you on the spot. If you want it 
off the record, it can be off the record. 

Mr. Manarriz. I do not care for it to be off the record. I said 
then that, if we had to curtail any of the statutory work of the Com- 
mission, probably the valuation work could be curtailed with less 
public harm than any other work I knew of. I have no reasons to 
doubt that is still true. It ought not to be deferred; but, assuming it 
or some work has to be deferred, that is still my opinion. 
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Mr. THomas. I knew you were a man with more than your share 
of good old common horse sense. I have known that for 10 years. 

Mr. Manarrig. I perhaps should point out to you that, if we curtail 
that work so far as pipelines are concerned, again this committee and 
the Commission are going to have some pretty vigorous protests. 

Mr. THomas. Well we will all just have to use our best judgment 
in reaching a decision. 


RAILROAD SAFETY 


Mr. Tuomas. At this point in the record we will insert page 174 of 
the justifications. 


(The matter above referred to is as follows:) 


Railroad safety, Interstate Commerce Commission 





| | 
| 
| 


ject classi ; | 1951 appro- 
Object classification priatien 


| Comparison 
| 1952estimate | 1952 with 
| | 1951 





: } 

Personal services: } 
Departmental $192, 509 | $194, 647 | +-$2, 138 
Field . | 574,171} 579, 590 | +5, 419 


Tn PRETINIAL ROE VIR <8. aap = pine Sane nin nd cee nv] 766, 680 | 774, 237 | +7, 557 
Sa ka. “Sr RET a a iri ec np tena 207, 005 | 217, 161 +10, 156 
‘Lransportation of things. .......-_....2..2..-.-2....-...-- 230 | 200 | —30 
RRUIUURINOBEAON) GRE VINOS >. oc nn denn ke nnn ncn ne 1, 200 1, 200 
Other contractual services igus a 500 | oh ee PEE: 
Supplies and materials..................-- : 5, 500 | 5, 500 
i ct i er ans ga a 1, 885 | 1, 202 
we OO. SOAs Sg ae id ea ee cc k ae bew 17,000 |_..- 


Total appropriation or estimate_...............-.--..-_-| 1, 000, 000 1, 000, 000 |. 





Mr. Tuomas. Now what about the work of Railroad Safety? 

Mr. Manarriz. Commissioner Patterson is in charge of that 
activity and perhaps you will permit him to answer as to it. 

Mr. Parrerson. It seems as if every time an emergency arises or 
a war starts the railroads start increasing their movements and press 
into service equipment that is not always as safe as it should be and 
requires increased efforts so far as locomotive inspection and safety 
are concerned and, at the same time, we run into reduced appropria- 
tions. 

For instance, in the appropriation of 1951, it was sometime in 
October before that Bureau knew what funds would be available for 
that year. They immediately started a reduction in travel. As 
of October 31, 1950, we had a deficiency of about $1,800 reduction in 
travel, and then we were put on allotments. So that as of Decem- 
ber 31, 1950, we had a surplus of $7,000. But during that period 
there was 

Mr. Tuomas. For 1951 you had a round figure for Railroad Safety 
of $1,000,000 minus $17,000. impounded by the budget. 

Mr. Parrerson. Yes, sir. 

Mr. Tuomas. For fiseal year 1952 you want $1,000,000, which is an 
increase of $17,000 over 1951. 

Mr. Parrerson. Yes, sir. And if we get no more than $1,000,000, 
we will have to continue a reduction of approximately seven employees 
aggregating on an annual basis $34,200. 
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RAILROAD SAFETY EMPLOYEES 


Mr. Tuomas. How many emplovees do you have in safety work 
located in the field and how many in Washington? 

Mr. Patrerson. We have at the present time actually 127 employ- 
ees in the Bureau of Safety. We have an authorization for 134. The 
budget estimates are based on 132 employees, which is the same num- 
ber provided for the current fiscal year. 

As distributed between the District of Columbia and the field offices, 
Mr. Wise would have that figure. 

Mr. Barret, As of the 127, 35 are in the District office and 92 in 
the field. 

Mr. Tuomas. What is the duty of those in the District office? 

Mr. Parrerson. The District office has largely the duty of super- 
vision and clerks. 

Mr. Tuomas. What is the duty of the 92 in the field? 

Mr. Parrerson. They are all inspectors. We have no field offices 
of the Bureau of Safety and no clerks in the field. They are all 
inspectors who are supposed to be out on the job all the time. 

Mr. Tuomas. You have about 25 percent in the District of Colum- 
bia supervising the other 75 percent. Is not that a little high? 

Mr. Patterson. No; I would not say that. The number in the 
District that are supervising the field force perhaps would not run that 
many if you would take out the clerks and stenographers. 


Locomotive INSPECTION 


Mr. Tuomas. What about “Locomotive inspection’’? 
At this point in the record we will insert page 179 of the justifications. 
(The matter above referred to is as follows:) 


Locomotive inspection, Interstate Commerce Commission 





Comparison 
Object classification 1951 APPTO- | i952 estimate | 1952 with 
priation 1951 





Personal services: 
Departmental $114, 126 $116, 010 +$1, 884 
Field 443, 821 448, 780 +4, 959 





‘Total personal services 557,047 564, 790 
Travel 144, 094 


02 

03 

04 Communication services................ VER Sty e Fae RSs 
05 Rents and utility services 

07 Other contractual services. ........................-.---.- 
08 Supplies and materials 

09 Equipment 

Savings under sec. 1214 





Total appropriation or estimate 














Mr. Parrerson. Locomotive Inspection, as I understand it, have 
the full classification now, and unless additional duties are placed on 
that Bureau they can get along pretty well with the appropriation as 
recommended by the Bureau of the Budget. 

Mr. Tuomas. So you think that is all right? ' 

Mr. Parrerson. Yes, sir, 
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Mr. Tuomas. For the fiscal year 1951 you had $718,600 minus 
$12,000 impounded by the Budget, and for the fiscal year 1952 you 
want $719,000, which is $12,400 more than you had for fiscal 1951. 


LOCOMOTIVE INSPECTION EMPLOYEES 


How many employees do you have, and how are they divided 
between the District of Columbia and the field? 

Mr. Barret. Twenty-six in the District of Columbia and eighty- 
four in the field. 

Mr. Parrerson. As to those 84 in the field, we have some field 
offices in connection with the Bureau of Locomotive Inspection. 

Mr. Tuomas. Again, you have about a third of your employees 
here supervising the other two-thirds in the field. Cannot you re- 
arrange some of those employees and put more of them in the field 
and less in the District of Columbia? 

Mr. Parrerson. I doubt that. The number in the District of 
Columbia are not all supervisory employees; some of them, again, 
are clerks, and others are supervisory officers. 


TRAVEL 


Mr. Tuomas. You want $150,082 travel this year for Locomotive 
Inspection. What is your unexpended balance as of January 1 for 
travel for this agency? 

Mr. Wise. The unexpended balance in travel at the end of Jan- 
uary 1951 for the Bureau of Locomotive Inspection is $65,493. 

Mr. Tuomas. That is for the first 6 months? 

Mr. Wise. That is for the first 7 months. 

Mr. Tuomas. At that rate, you will check up with an unexpended 
balance of about $35,000 at the end of this year; won’t you? 

Mr. Parrerson. I might say perhaps in the beginning of the 
present year the inspectors in the Bureau of Locomotive Inspection 
were also curtailed on travel. The Director of the Bureau is here, 
and he can tell you. I am not sure when the curtailment on travel 
was taken off the Bureau of Locomotive Inspection. 

Mr. THomas. Why was it curtailed? 

Mr. Parrerson. He was short of money. 

Mr. Toomas. Well, the figures the budget officer just read show you 
will have an unexpended balance of between $30,000 and $35,000 
rather than being short. You had $144,094 for 1951 and will have an 
unexpended balance at that rate of about $30,000. 

Mr. Wise. At the rate of expenditure for travel expenses for the 
month of January, we would expend in the next 5 months $82,860 as 
compared with the balance of $65,493. 

Mr. Parrerson. We would be short then. 

Mr. Tuomas. You really stepped it up in January. What happened 
to the other 6 months previous to that? 

_ Mr. Wise. The obligations were held down for the first 2 or 3 months 
in this fiscal year by reason 

Mr. Tuomas. What were they in August, September, and October? 

Mr. Wisg. We will have to furnish those. 

(The information is as follows:) 


Obligations for travel for the months of July, August, September, and October 
were $7,992, $7,750, $10,164, and $12,552, respectively. 
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Mr. Maunarrie. I might say the appropriation did not become avail- 
able, as you know, until somewhat after the beginning of the fiscal 
year. 

Mr. Tuomas. About September 1, but you were given continuing 
resolutions which permitted you to expend the highest figure. 

Mr. Parrerson. That resolution was adopted about the fourth 
month, I think, of the fiscal year, and during the first 3 months travel 
was drastically restricted. 

Mr. Barre.u. Here is the difficulty: I think we did not know, 
under section 1214 of the independent-offices appropriation bill, 
just how much of this amount the Bureau of the Budget would require 
us to set in reserve. 

Mr. Tuomas. Well, were your operations terribly crippled or did 
you have any bad effects from restricting travel? 

Mr. Parrerson. That depends on your viewpoint. From the 
people we heard from out in the country, they thought we were 
crippled. 

Mr. Tuomas. Whom do you mean by “the people out in the 
country’’? 

Mr. Parrerson. I mean enginemen and correspondence we get 
from the country. I think the Director of that Bureau is more 
familiar with that phase of it than I am. 

Mr. THomas. You mean you hear from employees of the railroads? 

Mr. Partrerson. That is right. 

Mr. Tuomas. Do not the carriers have just about as much interest 
in this safety as anybody else? 

Mr. Parrerson. With respect to the carriers, in situations such as 
that which exists at the present time or during any emergency, as I 


previously said, they undertake to press into service all of the equip- 
ment they have as fast as they can, regardless—I do not say knowingly 
regardless, but it develops it is regardless—of the necessary safety 
provisions. And the accident curve will show when this equipment, 
which is largely old equipment, is pressed into service that the acci- 
dents do increase accordingly. 


INSPECTION WORK 


Mr. Tuomas. Just how many of those accidents have the inspec- 
tions prevented? 

Mr. Parrerson. Well, that is purely a matter of opinion. 

Mr. Tuomas. You gave your opinion quite readily a while ago in 
saying that the carriers put bad equipment into service and that they 
were irresponsible and negligent in their methods. 

Mr. Parrerson. I did not intend to convey the idea that they were 
irresponsible, but the result is that as these inspections decrease the 
accidents increase. The accident record will show that. 


DEFECTIVE EQUIPMENT 


I have just been handed a statement showing the percentage of 
equipment found defective. July 1 to December 31, 1949, it was 9.1 
percent; from January 1 to June 30, 1950, it was 11.1 percent. 

Mr. Tuomas. What happened to that equipment—to that 10 and 11 
percent of it? 
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Mr. Parrerson. What happened to the equipment so far as Loco- 
motive Inspection is concerned is that from July 1 to December 
31, 1949, there were 171 pieces of equipment ordered out of service; 
from January 1 to June 30, 1950, 224 pieces of equipment were ordered 
out of service; from July 1 to December 31, 1950, 280 pieces of equip- 
ment were ordered out of service. 

Mr. Tuomas. By the Inspection Service? 

Mr. Parrerson. By Locomotive Inspection. 

Mr. Tuomas. During that period, how many did the carriers order 
out of service on their own motion? 

Mr. Parrerson. None. 

Mr. AnpREws. Was that percentage of defective equipment based 
on the number of inspections you made or the total number in use? 

Mr. Parrerson. It is based on the number of inspections we made. 
Before we can order it out, we have to inspect it. 

Mr. ANDREws. What percentage of the total amount of equipment 
in use did your inspectors check? 

Mr. Parrerson. From July 1 to December 31, 1949, they inspected 
34,314 pieces of equipment. This is all locomotive equipment I am 
talking about. 

Mr. AnpreEws. Of those 34,000 pieces you found approximately 10 
percent defective? 

Mr. Parrerson. That is right. We found 3,131 defective, which 
amounts to 9.1 percent. 

Mr. ANprEws. What percentage of the total number of pieces of 
equipment in use were those 34,000 that you inspected? 

Mr. Kina. Roughly, the figure is about 45,000 locomotives in the 
country. 

Mr. ANprews. And you inspected approximately 34,000 out of the 
45,000? 

Mr. Kina. Something like that. 

Mr. Parryrson. As I say, the disposition of the carriers is to fur- 
nish as many cars as they can, and during times when there is plenty 
of equipment—— 

Mr. THomas. When have we seen that time in this country when 
there was plenty.of equipment? I cannot remember for 10 years 
when we have seen that time. 

Mr. Parrerson. There has been a surplus of cars within the last 2 
or3 years. Surpluses and shortages are reported every week. During 
1949, there was a surplus of equipment. As a matter of fact, the 
carriers set many cars out during that time awaiting repairs and made 
no repairs. Then when they put the heat on them as a result of this 
emergency, they undertook to repair them as fast as they could and 
get them back in service. Now, the repairs are not always as efficient 
as they should be when they are trying to get them back in service in 
a hurry. 


VALUATION OF RAILROADS FOR REGULATORY PURPOSES 


Mr. Yares. With respect to the valuations you spoke of, do you 
not predicate your valuations on original cost? 

Mr. Doveuas. Finding value is the Commission’s prerogative. I 
recommend to the Commission. In our present pipeline program, 
which is the latest we have, the value I recommend to the Commission 
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and which they usually adopt is based on a consideration of several 
elements in addition to original cost. 

Mr. Yates. Does not the uniform classification of accounts spon- 
sored by the Association of Railroad and Public Utility Commis- 
sioners recommend that value be predicated upon original cost with 
additions to it? 

Mr. Doveatas. No, sir. 

Mr. Yates. What was its recommendation? 

Mr. Dovetas. The classification of accounts does not make any 
recommendation as to the value of the railroads. It just specifies 
the manner in which railroad accounts shall be kept. 

Mr. Manarriz. May | interrupt? I think the director did not 
understand you. You are talking about the classification recom- 
mended by the Association of Public Utility Commissioners; not our 
classification. 

Mr. Yates. By the railroad public utility commissioners. 

Mr. Dovatas. I do not know. 

Mr. Parrerson. May I just say at this point that the locomotives 
on which I gave you the statistics were steam locomotives. They are 
the oldest of the locomotives. We have similar figures with respect 
to other than steam, which are Diesels. 

Mr. Dovetas. At the last meeting of the National Association of 
Railroad and Utility Commissioners, their valuation committee was 
reactivated. I read their report sometime ago. They seem to have 
suffered some change of heart, because they were insisting on repro- 
duction cost as an element of considerable importance. 

Mr. Yates. It always is in periods of inflation, naturally; is it not? 

Mr. Dovetas. That is right. 

Mr. Yates. Is not the easiest and most feasible method of valuation 
for regulatory purposes one that is predicated on original cost with 
additions made from time to time as shown in the annual report? 

Mr. Dove tas. That depends, of course, upon the answer you want 
to get, on the kind of value you want to get. That would be a book- 
keeping function, I would say. Whether it would give you the right 
answer I do not know. 

Mr. Yates. I have not been in this field for some time. How do 
the courts look at it now? I remember they used to look at original 
cost and reproduction cost and two or three varieties of value. But 
I thought the trend expressed in the Supreme Court’s opinions was in 
favor of original cost, including investment. 

Mr. Dovetas. Our statute calls for the development of those 
elements you mention—reproduction cost and original cost—but it 
does not, of course, specify the weight to be given to each. 

The last one of the Supreme Court decisions quite often mentioned 
on that is the Hope Natural Gas case, which was in connection with 
the Federal Power Act. The Court in a later decision said in that 
case that they were interpreting the statute and were not deciding 
value on the basis of the fourteenth amendment. They were inter- 
preting the Federal Power Commission statute. So I do not know 
what weight the Hope Natural Gas case should be given in railroad 
valuation. 

Mr. Yates. With respect to the railroads, of course, it would be 
difficult to apply any sort of original cost theory, but I wonder whether, 
under the motor-carrier regulations, for instance, and other new car- 
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riers ‘that have entered the field, your system of accounts is not such 
now that you do have a more concrete knowledge as to the valuation 
of those utilities. 

Mr. Doveras. That is true as to motor carriers. I believe the 
provisions do not apply to motor carriers or water carriers. 

Mr. Manarrie. I might add there that Mr. Douglas’ bureau 
attempts to find original cost no matter when the railroad started. 
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FEASIBILITY OF ,REQUIRING FEES FOR INSPECTION SERVICE 


Mr. Yates. I am a newcomer to this committee, but as I sat here 
I noticed practically all of the requests of the various agencies were 
for additional funds. The thought struck me as we have gone 
# through this appropriation table today as to why the carriers under 
"1 supervision should not pay a portion of the regulatory cost. For 
a instance, with respect to locomotive inspection and car inspection on 
u page 177 of your justifications, you state that during fiscal 1948 you 
made inspections under the head of “Safety appliances” of 1,072,504 
freight cars, 23,870 passenger cars, and the other figures that are 
presented there. I know the States and municipalities, when they 
inspect passenger elevators, for instance, under their police powers, 
: charge a license fee which in a measure meets the necessary cost of 
s inspection. Why would not such a charge be feasible to recapture 
some of the cost of the Commission? 

Mr. Manarrie. It would be entirely feasible, as I see it. It is 
simply a matter of the policy Congress adopts as to whether these 
services should be performed free or charged for. 

We do a great many things that I personally have always thought 
the railroads, for instance, might well be required to pay for. A 
railroad applies for authority to reorganize its financial structure. 
The Government furnishes the facilities, holds hearings, and goes 
through a lot of work. I know of no reason why the corporations 
should not pay a fee for at least some part of that werk. Of course, 
they do in the bankruptcy cases. There are certain services we fur- 
nish under section 77 that we bill the trustee for. 

Mr. Yates. With respect to applications, for a certificate of con- 
venience and necessity, are there any charges made? 

Mr. Manarriz. None whatever, no matter if the hearing runs to 
10,000 pages. For the services of the examiner and the people who 
work on it from the Government standpoint there is no charge made. 

Mr. Yates. Would it be feasible, in your opinion, to make any 
sort of a charge for filing, or any other fees predicated upon this grant 
which, after all, is a grant under a theory of a regulated monopoly 
& and is of value to the carrier? 

E Mr. Manarrie. It would be entirely feasible, so far as I can see. 
To me it has always seemed to be merely a matter of policy of the 
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a Congress whether or not a charge should be imposed for such services. 
: 3 re e : . 
a Mr. Yates. Well, it is true that since the regulatory function was 


given to the Commission the country has grown up, and our trans- 
portation system has become much more complex and the task of 
regulation has become, therefore, much more burdensome insofar as 
the Government is concerned. Is that true? 

Mr. Manarrit. That is correct. 
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Mr. Yates. Therefore, the costs that are attendant upon regula- 
tion must necessarily either be assumed by the Government or 
assumed by the persons being regulated. 

Mr. Manarriz. That is correct. You have the additional con- 
sideration that even if it be only a small filing fee it would, to some 
extent, decrease the work that comes to our Commission. This is 
particularly true as to successive petitions for reconsideration. 


SWITCHYARD SIDINGS 


Mr. Yates. Let me ask you this next question: What about the 
switchyard sidings? I know that many industries come in with 
applications for railroads to bring a spur track from the main track 
so that they are serviced. How are the costs of that distributed, 
usually? 

Mr. Manarriz. That does not come to us. It is exempted from 
the jurisdiction of the Interstate Commerce Commission. 

Mr. Yarexs. Are those within the State jurisdiction? 

Mr. Manarriz. They are within the State jurisdiction unless they 
actually cross a State line. As to the distributoin of the cost of con- 
struction, is that what you have in mind? 

Mr. Yates. Yes. 

Mr. Maunarriz. The Director General of Railroads, back in about 
1919 put out a rule as to where the obligation of the railroads should 
end and that of the industry should begin. That rule has, I think, 

enerally been observed since by the railroads. That is General 

rder No. 25 of the Director General. 

Generally speaking that undertakes to provide that the industry 


shall pay the cost of the installation from the railroad right-of-way 
line. 


ANTICIPATED TARIFF CHANGES, 1952 


Mr. Yates. Can a generalization be made with respect to the 
number of changes in tariffs that any carrier will make in a particular 
year? 

. Mr. Manarrig. Director Jensen is here, and he can give you more 
accurate information on that than I. 

Mr. Jensen. We have estimated that there will be filed in the next 
fiscal year about 130,000 new rate schedules. 

Mr. Yatrrs. New what? 

Mr. JENSEN. Rate schedules, tariffs. Many of those, of course, 
will be changes from previous schedules. That is both rail and motor. 

Mr. Yares. Then you have the function of analyzing those changes, 
do you not? : 

Mr. Jensen. We have the function, sir, of examining the tariffs to 
see that they conform to the Commission rules with respect to clarity 
of statements and things like that. 

We also have certain other functions as to the lawfulness of the 
rates, generally. That is, when a new tariff is filed it must be filed on 
30 days’ notice, and anybody who thinks he will be adversely affected 
by the proposed rate changes can make a protest to the Commission. 
It is one function of our Bureau to analyze those protests and recom- 
mend to the Commission whether the change should be suspended, as 
we call it, for a formal investigation. 


PR AE RS GHANA FEN AAMC ROE NG TSR w 


PRPC RRS AUS etc rari uo pe ov on 


re ato 





RRB ROR ES SHRP ROI Rg oF 


ee PAM 


WOR AST POT GALAN DISSE RA ER Tete OOE E i S 


283: 


Mr. Yates. Does the Commission of its own initiative ever suspend 
those tariffs? 


Mr. JENSEN. Yes. 

Mr. Yates. In other words, that is what is involved in this request 
for a rate increase by the railroads in this major case you talked about. 
In other words, they have come in for a tariff increase; is that not 
about what it amounts to? 

Mr. Manarriz. They have come in for permission to file on short 
notice a tariff that will increase their rates. Under the law and under 
the decisions of the Commission that are outstanding establishing 
relations and maximum rates, that requires special permission even 
to present that tariff. That is what they are asking. 


ANALYSIS OF FREIGHT FORWARDER CONTRACTS 


Mr. Yates. With respect to the act that was passed by Congress 
last year, relating to the freight forwarders, you state that it will 
impose a very great burden upon you to analyze those contracts. 
Would it be feasible, in your opinion, to make a charge for the filing 
of those contracts to cover the additional supervisory cost? 

Mr. Manarriz. | think it would be entirely feasible, if the Con- 
gress provided that such a charge be made. 

Mr. Yates. I agree with that. What I am trying to do, sir, is to 
find out whether or not in the operation of your Commission it would 
be in the public interest and in the interest of the carriers for the 
carriers to assume a burden of the cost of their regulation. I know 
it is a matter for congressional policy ultimately, but I would like to 
have your opinion. 

Mr. Manarris. In my opinion there would be no public disad- 
vantage and [ can see public advantages in some kind of a filing fee 
for the filing of such documents. As I said, perhaps it might even 
cut down some of the work. 

That is simply a personal opinion. I do not even know how any 
of my colleagues would feel about it, Mr. Yates, or how the Com- 
mission would feel about it. 


SUBURBAN RAIL SERVICE 


Mr. Yares. Mr. Commissioner, there are complaints in the city of 
Chicago relating to the suburban service offered by the Chicago & 
North Western Railroad. The railroad apparently has advanced the 
position that it is a service that is noncompensatory; therefore, the 
railroad can make no improvements in it. 

On the other hand, the argument has been advanced that too great 
a burden of the cost of operating the whole railroad is applied to the 
cost of rendering the suburban service. 

_Has your Commission ever undertaken an analysis of that situa- 
tion, by any chance? 

Mr. Roaers. We have a fare case pending now, both before the 
oo of Illinois and before our Commission, dealing with that prob- 
em. 

Mr. Manarrie. Is that the North Western? 

Mr. Rogers. Yes. 
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Mr. Yates. Has your Commission ever analyzed the question as to 
whether a preponderance of the cost is allocated to these suburban 
services? There are certain basic installations; such as the signal 
blocks and so forth, which are usable by both the suburban service 
and the through service. 

Mr. Rocers. On most any basis it is operating at a deficit, taking 
it almost any way you want to take it. 

Mr. Yates. Other carriers have been able to improve their subur- 
ban hag around Chicago. Is the North Western an unusual ex- 
ample? 

Mr. Rogers. Well, they may have been improved, as to their 
service, but as Commissioner Mahaffie said this morning the total 
passenger deficit is something like $650 million. They can improve 
the service but maybe that increases the deficit. 


REQUESTED APPROPRIATIONS, 1952 


Mr. Puiuurrs. Mr. Commissioner, you testified that you had asked 
the Bureau of the Budget for $14,718,200 and that they had allowed 
you some $3,176,200 less than that. In that permission to ask for 
that much money was an indication given you as to what items you 
should reduce to make the $3,176,200? 

Mr. ManarFir. Yes, sir. 


REDUCTIONS BY BUREAU OF BUDGET 


Mr. Puiuurps. Could you give the committee that memorandum? 
You can put it in the record if you want, or do you have it there? 

Mr. Manarrir. Well, I have before me what it represents in 
numbers of positions in each activity. 

Mr. Puiuutps. Is it entirely a personnel reduction? I have here 
what is probably the same statement you are reading. 

This is the Commission’s request and the Budget’s request showing 
that you had asked for a certain number of positions, on down the list, 
totaling 2,850, and the Budget had reduced those 1 or 2 in each 
instance, making a total of 2,179, or a reduction of 671 positions. 

Does that account for the entire amount? It would appear to. 

Mr. Manarrie. Is there any reduction in other objects? 

Mr. Puiuuirps. I think your printing and reproduction was de- 
creased $41,596. 

I observe that your railroad safety work is reduced $42,900, and 
your locomotive inspection work is reduced $40,900. That is, that 
is the suggestion of the Bureau of the Budget. 

Mr. Manarrriz. That is correct. 

Mr. Puiuuips. Those are the only three items I see, outside of 
personnel. 

Mr. Manarriz. The railroad safety is two positions less. 

Mr. Putuips. That is right. Then what makes up the additional 
$35,000? 

Mr. Parrerson. In railroad safety there is a reduction of positions 
now aggregating $34,200 a year, without considering travel at all. 
Perhaps that would bring it up to around $42,000. 

Mr. Puriurps. What is the locomotive inspection being reduced? 
There is no reduction in personnel, but there is still a $41,000 reduc- 
tion. From what is that taken? 
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Mr. Mauarrig. Travel and other objects, is it not? 
Mr. Pues. It does not show on the sheet I have. 

Mr. Patrerson. $40,000 under all we asked for for locomotive 
inspection, and it is mostly to take care of the travel. 


TRAVEL 





Mr. Puiuuips. You have requested an increase in travel of some 
$26,000. Do you mean to say to this committee that you had asked 
the Bureau of the Budget to permit an increase in travel of approxi- 
mately $100,000 a year? 

Mr. Patrerson. For locomotive inspection? 

Mr. Putuutrs. For all the work of the Commission. I have a lump 
figure. 

Mr. Yates. The over-all travel item. 

Mr. Putuups. I have a lump figure which shows travel for the 
whole Commission has been increased $26,177. 

Mr. Parrerson. I can only speak for this. 

Mr. Puiuuips. But you say to get that figure you knocked some 
$75,000 or $70,000 in travel off railroad safety and locomotive inspec- 
tion. 

Mr. Parrerson. I think it amounts to not travel entirely. Perhaps 
the Secretary has those figures. 

Mr. Barrew. On travel, Mr. Phillips, we included in our original 
budget estimates to the Bureau of the Budget, 1952, $175,100. For 
1951 it was $144,094. 

Mr. Puiuuirs. That is the total travel for the Commission? 

Mr. Barre. No; that is for locomotive inspection. In 1951 it was 
$144,094. There is a difference there of approximately a $31,000 
increase of 1952 over 1951. 

Mr. Puritures. My question is: What makes up the rest of the 
$3,176,200? 

Mr. Bartev. Well, the locomotive inspection, I think, is what you 
were speaking of. At least, that is what I was referring to. The 
difference there is a decrease of $40,900, in locomotive inspection. 

Mr. Puiuurrs. What is that? 

Mr. Barrer. Of that $40,900, $31,000 is travel alone. 

Mr. Puiiures. How much of the $42,900 in safety, just above that, 
is travel? 

Mr. Barrer. Well, the estimate that we made to the Bureau of 
the Budget for safety in 1952 was $234,000. The amount they in- 
cluded in 1951 was $207,005. So the bulk of that is travel. 

Mr. Puiuurps. The bulk of the $42,900? 

Mr. Barre. Yes. 

Mr. Putuurps. After you have reduced the two positions the re- 
mainder is practically all travel? 

Mr. Barre. That is right, sir. 

Mr. Putiurpes. How do these men travel? 

Mr. Parrerson. Mr. Phillips, at that point a breakdown of the 
cut was $42,900. In 1952 there will be one additional day to account 
for, which would amount to about $17,000. In order to reestablish 
our force on the authorized level it would take $32,900. We need 
approximately 1 percent of the appropriation in reserve, to take care 
of emergencies. Ii a bad accident should happen during the latter 
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part of the year, or any other emergency should arise, we put in 
$10,000 for that. If no emergencies arise that will go back into the 
Treasury. 

Mr. Purturps. How do these men travel? 

Mr. Parrerson. Well, they travel all sorts of ways. Some of them 
travel by automobile; some of them travel by air; some of them 
travel by train. 

AUTOMOBILES 


Mr. Puiturps. How many new automobiles are you asking for? 

. Mr. Parrerson. None. They use their own automobiles and are 
paid on a mileage basis. 

Mr. Puiuurps. According to that, the committee can reduce your 
request by $35,000, which is the net cost of vehicles to be purchased. 

Mr. Manarrig. That is not in this Bureau. 

Mr. Parrerson. The Government owns no vehicles now that are 
used by Safety or Locomotive Inspection. 

Mr. Barret. That is the Bureau of Motor Carriers. 

Mr. Puituips. That is under the Interstate Commerce Com- 
mission? 

Mr. Barret. Yes; but this is the Bureau of Safety. 

Mr. Puituips. I was not asking just about the Bureau of Safety. 
I asked about how your people travel. 

Mr. Manarris. The Commissioner has been discussing it from the 
standpoint of the Bureau he represents. 

Mr. Puiturps. You are talking about the Bureau of Safety and 
Locomotive Inspection, and you are saying that you have no new 
automobiles requested for that Bureau. Who is to get the new 
automobiles? 

Mr. Manarrig. The Bureau of Motor Carriers for their field 
inspectors. 

Mr. Puruirs. 19. 

(The budget estimates for 1952 provide for the purchase of 29 
passenger motor vehicles, of which 19 shall be for replacement only.) 

Mr. Tuomas. Mr. Phillips, will you yield there? 

Mr. Puriuirs. Yes, certainly. 


BREAKDOWN oF OtTHerR Opjects, ALL APPROPRIATIONS 


Mr. Tuomas. I wonder, Mr. Budget Officer, if you would be good 
enough, as reasonably quickly as you can, to send us a detailed 
justification or a breakdown of your other objects. 

Mr. Wisz. Yes, sir; we will, Mr. Chairman. 

(The information is as follows:) 
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fiscal year 1952 


Summary of estimates by activities for other objects for all appropriations for the 











Activity number and title | Travel 
1. Applications, com- 
plaints, and other pro- 
ceedings _- r ...| $72, 790 
2. Investigation, litigation, 
legal advice, and com- 
pliance-__.-- ‘ 193, 654 
3. Collection of accounting 
and statistical data 1, 363 
4. Supervision of rate pub- 
Westone... oi oS. 427 
5. Railroad car service.....| 45, 193 
6. Valuation of railroads 
and pipelines .. ; 10, 588 
7. Administration. __.-_.- 6, 747 
Total general ex- | 
yENSES _ __- 330, 762 
Railroad safety ___- 217, 161 
Locomotive inspection 150, 082 
Total, Interstate 
Commerce Com- 
Ri ooo nS rnecd 698, 005 
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for the fiscal year 1952, by objects and functions 
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| Travel 
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HOURS OF WORK 


Mr. Parties. How many hours do your people work a week? 
Is that a 40-hour week? 

Mr. Barre. At the present time it is 40; yes, sir. 

Mr. Puitures. If they worked a 44-hour week how much less would 
your personnel request be, approximately? 

Mr. Parrerson. May I break in at that point? So far as the 
locomotive inspection and safety work is concerned, they work when 
the work is there. When an accident happens they get on the accident 
as soon as they can. 

Mr. Puiturres. Do they get overtime then? 

Mr. Parrerson. I think they get compensatory time. 

Mr. Barre.. They get paid overtime if they work on Saturdays 
or Sundays; yes, sir. 

Mr. Puaiuurps. Even if they have not worked on Tuesday and 
Wednesday? 

Mr. Barre... They work every day in the week, when they get 
overtime. 

Mr. Puruuips. I thought the Commissioner testified that they 
worked when the accident took place. 

Mr. Barrev. That is when an accident happens on Saturday or 
Sunday. They work on Saturday or Sunday if the accident should 
happen at that time, but they have worked the previous 5 days. 

Mr. Parrerson. For instance, we just had a bad accident in New 
York State. We had the inspectors out there within 2 hours after the 
accident happened. The accident happened, I think, about 6:24 in 
the afternoon and the inspectors were there at 8 o'clock that evening. 


Mr. Puituirs. Do you suppose, Mr. Wise, that you could give the 
figure for my question: If your employees all worked 44 hours a week 
about how much less would you have to request? 

Mr. Wise. Yes, sir. 

(The information is as follows:) 


If the workweek of the Commission’s emplovees were increased from the present 
40 hours to 44 hours, on a purely mathematical basis, the budget estimate of 
2,179 positions could be decreased. However, because of the sliding scale of the 
present overtime rates, ranging from 150 percent in the lower salary grades down 
to 100 percent in grade GS-7 and down to zero in grades GS-15 and above, and 
without knowledge of where the reductions would be made, it would be difficult 
to estimate with any degree of accuracy the reduction in the budget estimates. 

While, mathematically, there could be a decrease in the number of positions if 
the Commission’s employees were placed on a 44-hour week, any savings resulting 
from the reduction would most likely be largely offset by the additional cost of 
overtime payments. 


Mr. Rocrers. Mr. Phillips, in that connection the motor carriers’ 
force put in some 40,000 overtime hours last year without any com- 
pensation at all. 


Bureau or Moror CARRIERS 
TRAFFIC SAFETY ACCIDENT PROGRAM 


Mr. Puiuurps. Are you having pretty good results on that traffic 
safety accident program? Whose department is that? 

Mr. Manarrre. Commissioner Rogers and the Bureau of Motor 
Carriers. 
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Mr. Putuures. Are you having pretty good results on that investi- 
gation of traffic safety accidents? 

Mr. Rocers. We are having fine results for what little we have to 
work with. 

Mr. Puriurrs. How do the results come in? Do they come by 
changes in mechanical improvements, or by laws passed by States? 

Mr. Rogers. They come by the safety programs of the carriers 
themselves. That is what we have been fostering and sponsoring 
through our safety people. 


TRAINING OF NEW EXAMINERS 


Mr. Puruurrs. I have one more question. 
new examiners, Mr. Mahaffie? 

Mr. Manarrie. Yes, sir. 

Mr. Puiuuiprs. You testified that you take the examiners right out 
of law school, some of them, and begin to train them. Is that as satis- 
factory as taking a man who has had some experience outside a class- 
room and making an examiner out of him? 

Mr. Manarris. It is a little hard to say. Of course, it depends 
pretty much on the individual, Mr. Phillips. Over the years I think 
our system—and it has been in effect a long time—of taking a young 
man and training him in the work has worked well. We also get some, 
in various activities, who have had other experience, and those men 
work out perhaps equally well. On the whole I think the scheme of 
taking men of promise immediately after they graduate and training 
them in our work is advantageous, as against the attempt to get them 
after they have received their training somewhere else. 


You are training these 





ADDITIONAL INSPECTORS REQUESTED 


Mr. Corron. In your statement, Mr. Commissioner, you call 
attention to the fact that the increase requested in 1952 is to be used 
principally in connection with highway safety, and these advanced 
green sheets seem to indicate that you contemplate, as approved by 
the Bureau of the Budget, some 11 additional inspectors with an in- 
crease of somewhat over $11,000. Is that correct? 

Mr. Rogers. Yes; that is right. 

Mr. Manarrig. There are 11 in the section and 11 in the field, 
making a total of 22 who really are concerned with that work. 

Mr. Corron. Twenty-two additional in that work? 

Mr. Manarrir. Yes. 

Mr. Rogers. But we asked for 105. 

Mr. Corron. Their work is largely in connection with inspecting 
the trucks of motor carriers for safety? 

Mr. Mauarris. Well, perhaps I am not as familiar with that as 
Commissioner Rogers, but my understanding is that the work is 
more largely at the terminal, in terminal inspection and the getting 
of the companies themselves onto safety programs, rather than the 
individual truck inspections. 

Mr. Corron. I wonder if either you or Commissioner Rogers could 
tell me this: By “terminal inspection,” that is not the inspection of 
the equipment itself? 

Mr. Rogers. Yes. That is terminal inspection. 
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Mr. Corton. You catch them at the terminal to inspect their equip- 
ment, for the safety of trucks? 

Mr. Rogers. That is right. 

Mr. Corton. Does that work in some sense duplicate the work of 
the inspection service of the various States? 

Mr. Roacers. No; I do not think so. 

Mr. Tuomas. It is bound to, Commissioner. 

Mr. Corron. Does not almost every State in the Union maintain 
an inspection of all motor vehicles through their State police and other 
organizations, and most of them twice a year? 

Mr. Rocers. 1 am not aware of it. Mr. Blanning here has some 
dope on his fingertips about that. 

Mr. Briannina. It is true that most States do have an annual 
inspection of motor vehicles. There are a number of them which 
do not, however. — 

That is not what our people do. The terminal inspection by our 
safety man is an inspection of the records themselves at the terminal, 
as to compliance with our safety regulations, the study of how many 
accidents he has had and how many have been reported, the hours 
of service of his drivers, and so forth, which are checked against his 
drivers’ records, and all of that. 

Incidentally, as part of it we look over those vehicles which are at 
the terminal at the time, to see whether they comply with the safety 
regulations. 

I might say that no State has an inspection which covers our safety 
regulations. 

Mr. Corron. Then it is only a comparatively small proportion of 
this work that actually has to do with the inspecting of the equipment, 
the trucks themselves, to see if the brakes and other things are in 
good condition? 

Mr. Buannina. Yes; that is a very small part of our safety man’s 
work during the terminal inspection. We also have vehicle inspection, 
which is another thing. 

Mr. Corton. But the major portion of the work has to do with the 
work on the safety records? 

Mr. Buannina. That is a large part of it. In addition to working 
on that, taking a look at the safety records, we go over the safety 
program itself. Under the regulations the carrier is supposed to 
inspect the vehicles before the vehicles leave the terminal as to their 
brakes, lights, and the other safety regulations. During our inspection 
we see whether that has been practiced. 

Mr. Corron. Could not this data having to do with records be 
obtained through reports without the necessary trouble and personal 
visits of your inspectors? 

Mr. Briannina. A large part of it could not. The principal thing 
we do is to see whether they have reported correctly. 

Mr. Corton. To verify their reports, then? 

Mr. Buianninc. The reports are not verified; no. 

Mr. Corron. I mean, your inspector has in his possession reports 
that they have made as to their safety record, and then he verified it 
personally to see if it is an accurate and honest report? 

Mr. Nuanninc. No. He checks, for instance, on accidents. They 
get an acknowledgment lettre from us every time they report an 
accident, together with a set of forms for the next accident. He 
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checks to see whether for every accident he has also an acknowledg- 
ment letter. We do not necessarily take our own records along. 


INSPECTION OF EQUIPMENT 





























Mr. Corton. I will not take too much time, but going back to the 
matter of the actual inspection of equipment, could you tell us whether 
or not most States, or what proportion of the States, have periodical 
inspections of their motor-vehicle equipment on the highway? 

Mr. Buiannine. I do not know the percentage. I know there are 
a number that do not, but I believe the majority do. 

Mr. Corron. Most of them are twice a year; are they not? 

Mr. Buannine. No; I believe not. Very few are twice a year. 

Mr. Corton. I know that my own State is twice a year, and I 
think most of the New England States are. 

Mr. BuanninG. The District of Columbia is once a year, and at 
least one New England State—and I believe several of them—do not 
have it at all. 

Mr. Corron. The Commissioner in his report indicated a matter 
of 171,907 carriers subject to the Commission’s safety regulations 
who operated over 1,000,000 motor vehicles. Only 11 of these addi- 
tional 22 inspectors would be in the field; is that correct? 

Mr. Buannina. By the way, that is 11 divisional inspectors. The 
other 11 are clerks here in Washington. 

Mr. Corron. There are only 11 actual inspectors to be added to 
your force? 

Mr. Buannina. That is right. 

Mr. Corron. To be praetical about it at this time, when we are 
up against a great many emergencies in other fields of Government, 
would 11 new inspectors appreciably add to this coverage? How 
much would they accomplish with that large number of vehicles and 
of carriers? 

Mr. Buannina. Well, we do not count on our inspectors being the 
means of seeing the vehicles are caught whicb are rot in line with 
our regulations. The 11 will add practically nothing to that. 

What out inspectors do is find out what the carrier’s practices are 
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3 add one-third to the effectiveness of that if we got these additional 
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Mr. Corron. What proportion of the 171,907 carriers do you 
think you are reaching now with this inspection service with your 
present force? 

Mr. Buannina. There are about 22,000 of those that are subject to 
general regulation of their rates and require operating records. The 
balance of that 173,000 we are doing practically nothing with, because 
we cannot get around to them. At present there are 22,000 carriers 
for hire subject to our regulations. 

Mr. Corron. Twenty-two thousand out of nearly one hundred and 
seventy-two thousand? 

Mr. Buanninea. That is right. 
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Mr. Corton. Your additional 11 inspectors would probably cover 
how many more? 

Mr. Banninc. How many more than the 22,000? 

Mr. Corton. Yes. 

Mr. Buannina. What we are figuring on is that of those 22,000 
we are making an inspection annually of about one-sixth. That is 
all we can get around to see annually now. That means that on 
these terminal inspections and safety program inspections we would 
attempt to increase the number of those, so that instead of having 
one-sixth we would have one-third. 

Mr. Corton. Of the 22,000? 

Mr. Biannina. Of the 22,000. We would see those every year. 
We see them all now, but only about once every 6 years. 

Mr. Corton. Even with this addition you would only be caring 
for a very, very small portion of the real problem of a complete 
inspection; is that a fair statement? 

Mr. Biannina. With the 11 we will not be able to cover all the 
172,000, or any substantial portion. Of those who are private 
carriers or who are exempt from general regulation we would not be 
able to cover a substantial portion. 

Mr. Corron. Thank you. I have just one other question. 

Mr. Rocers. On that point, Congressman, we asked the Budget, 
along the line of this request awhile ago, for an increase of 70. We 
got 11. 

_ Mr. Corron. Which is not much better than none at this particular 
time. 

Mr. Rogers. It is not much, but there is nothing like meeting 
the problem. : 

BUREAU OF VALUATION 


Mr. Corron. I have one other question on this matter of the 
Bureau of Valuation. You indicated that it was necessary to examine 
and appraise pipelines. What do those pipelines carry? 

Mr. Manarrig. Oil and refined petroleum products. 

Mr. Corton. That has nothing to do with gas, of course? 

Mr. Manarrig. That is correct; nothing whatever. 

Mr. Corton. That is out of your jurisdiction? 

Mr. Maunarrie. That is right. 

Mr. Corton. These pipelines are the new ones that are being 
installed; or are they ones that are presently in operation? 

Mr. Mauarrig. Presently in operation. As I recall it, you have 
no new work. 

ae Corton. Is that valuation for the purpose of fixing rates and 
tariffs? 

Mr. Maunarrig. It gets back to fixing rates ultimately, but the 
immediate urgency in the valuation of pipelines is a consent decree 
that was entered into between the main pipeline carriers and the 
Department of Justice some years ago in which their permissible 
earnings, distribution of dividends, and so on, are to an extent based 
on the valuation of the property as determined by the Interstate 
Commerce Commission. 
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Now, we had discontinued valuing pipelines in 1944 because of 
having no available force to do it. The result of this consent decree 
made it rather urgent that the work be resumed. It was presented 
fully to this committee 2 or 3 years ago, and to the Senate Committee 
on Appropriations, and a special item was provided to resume that 
work. That is the thing I was talking about. 


WORK OF OTHER AGENCIES ON SAME SUBJECT 


Mr. Corron. Are there any other Government agencies that are 
engaged in collecting statistical information on the subjects covered 
by this bureau? 

Mr. Manarriz. That has been true up to now. I do not know 
what the Department of the Interior, with its new petroleum set-up, 
is contemplating in that regard. Perhaps Director Douglass does. 

Mr. Dovatass. To my knowledge there is no duplication of the 
items. 

Mr. Corron. That refers to all the activities of that bureau, and 
not just the pipelines? 

Mr. Dova.ass. That is right. We are called on quite often by the 
other Government agencies to make appraisals for them. I have had 
one letter not over 2 days ago that they got from us something that 
was not available anywhere else in the Government. I do not know 
of any duplication in this valuation procedure. 


USAGE OF ICC STATISTICS 


Mr. Corron. Would you have any idea as to what proportion of the 
use of these statistics that you use in the work of the Interstate Com- 
merce Commission and what portion of the use is made by requests 
from other governmental agencies for information from you? 

Mr. Dovatass. Well, fundamentally, of course, the data we develop 
is for the Commission’s use. There are a number of agencies who have 
found that data to be of value. We do not and have not developed it 
except on special authorization specifically for another agency. It is 
the data developed in our regular procedures that they do use. A 
number of the State commissions are asking for this data. 


InsPEcTION OF Motror-CARRIER EQUIPMENT BY STATES 


Mr. Corron. Would it be possible to secure the information as to 
how many States in the Union maintain an inspection of motor-carrier 
equipment, and how often? 

Mr. Bianntna. I think I have now a list of about a year ago which 
T can submit. 

Mr. Corron. Would you be willing to submit that? 

Mr. Buannina. Surely. 

Mr. Corron. Thank you. That is all. 
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(The information is as follows:) 


Statement of compulsory periodical inspection of motor vehicles by the various States 
as reported to the President’s Highway Safety Conference June 1, 1949, by the 
Committee on Laws and Ordinances 


Note.—Column 1! shows information as given in the report above referred to. Information shown in 
column 2 as to frequency of inspections obtained from other sources. The asterisks in column | indicate 
recent changes, which provide for inspection, either State-wide or in certain cities, or of certain types of 
vehicles. One State has discontinued the requirement. 





State require- | Inspections 
ment per year 
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Note 2.—The report to the President’s Conference indicates that 15 States and the District of Columbia 
require compulsory periodical inspection of motor vehicles, while 33 States have no such State-wide require- 
ments. Later information indicates that there is complete or partial inspection required in 26 States. 


Numser or ICC Empioyees 


Mr. Thomas. Following Mr. Cotton’s statement there, I was 
thinking about this matter “last night. With your 150,000 or 175,000 
motor vehicles engaged in interstate commerce, this 350 people for 
your inspection service, for the field, which you are asking, is not a 
drop in the bucket. 
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Your justification has a half dozen different statements in it to the 
effect that you only examine a very small part of the terminals and of 
the equipment also. It seems to me that to adequately do the job 
which you are undertaking, it would take a young army to do it prop- 
erly. In truth and in fact, that job ought to be done by the States for 
the simple reason that it is their duty to patrol and police the high- 
ways. Your next best helper is the personal injury lawyer, and do not 
underestimate him. He is going to keep them in line. How many 
people do you have? Are any of this 350 going to be in the District 
of Columbia, or are they all in the field? 

Mr. Rocrrs. They are all in the field. 


SAFETY EMPLOYEES 


Mr. Tuomas. How many people do you have in the Bureau of 
Motor Carriers evaluating and analyzing, in your four divisions of 
safety, etc.? What is the result of the efforts of these 350 people in 
the field in the Bureau? 

Mr. Rocers. Of course, we have a lot of folks in Washington, and 
there is nothing in the field comparable with it. We have all of 
our examiners. 

Mr. Tuomas. I am talking about just safety and accident preven- 
tion and so forth. You have it broken down into about four sections 
and all under the subhead of “‘Safety’’. 

‘ How many people do you have in the District of Columbia? 

Mr. Wise. In the Section of Safety in Washington there are 33 
employees. In the field there are 23 safety inspectors. 

Mr. THomas. What do these 350 people do in the field in the 
Bureau of Motor Carriers? The certification is all handled here in 
the District of Columbia. 


WORK OF FIELD EMPLOYEES 


Mr. Rogers. We have 16 district directors. 
visors. 

Mr. Tuomas. What do they do? 

Mr. Rocrrs. They supervise generally the operation of the motor 
carriers subject to the act, as to operating authority, service rendered, 
as well as safety. I want to point out, Mr. Chairman—— 

Mr. Tuomas. What do the others do? You have about 258 more 
to account for. 

Mr. Rocers. We have 12 attorneys in the field. 

Mr. Tuomas. What do they do? 

Mr. Rogers. For enforcement purposes, to try cases in court and 
develop them. We have 15 rate agents. 

Mr. Tuomas. What about the 12 lawyers? Do they help the 
United States attorneys prosecute the cases for violation of the 
Safety Act? 

Mr. Rocers. Not only safety but the general provisions of the 
Motor Carrier Act. 

Mr. THomas. What is an example of a typical case other than 
safety? 


We have 92 super- 
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TYPICAL CASE UNDER MOTOR CARRIER ACT 


Mr. Rogers. A fellow hauling between points where he has no 
opersting authority, or giving rate concessions not provided for by his 
tariff. 

Mr. Tuomas. Before those lawyers even get into court, those cases 
are presented to the United States attorney, and the United States 
attorney prosecutes them in his own name; does he not? 

Mr. Rocrrs. Yes; I think that is right. 

Mr. Tuomas. He is responsible for the case. 

What do you do with the remainder of those 248 people? 

Mr. Manarrie. On behalf of those lawyers, I would like to make a 
little fuller explanation if I may, Mr. Chairman. 

When what seems to be a violation is called to the attention of the 
Bureau or one of the field offices, it has to be looked into. The 
field develops the facts in regard to it, and the facts are passed on by 
a field attorney with a view to making a recommendation to the Com- 
mission as to whether we should refer it to the district attorney for 
prosecution or for forfeiture. 

Mr. Tuomas. When you give it to the district attorney, it is up to 
him and not your attorney. It is prosecuted by him; so you have a 
triple waste of effort. The Department of Justice could have de- 
veloped it just as well as you. 

What are you going to do with the other 248 people? 

Mr. Rocers. Out of that 350, 150 of them are clerks and ste- 
nographers. 

Mr. THomas. What do they do? 

Mr. Rogers. They do the work necessary in these district offices, 
as to the various reports and that sort of shine, correspondence and 
files. 

Mr. Tuomas. What is the nature of the reports they are working on? 

Mr. Rogers. Mr. Blanning, bave you those details? 

Mr. BLANnniNnG. Yes, sir. In those clerks there is one in each field 
office; that is, the separate offices where there is only one man. 

Mr. Tuomas. How many field offices are there now? 

Mr. Buannina. There are 65. 

Mr. Tuomas. Wait a minute. I came up with a figure of 33 this 
morning. My friend down here gave me a figure of 12. This 

entleman over here gave me a figure of 16, and now you give me 
10W Many? 

Mr. Biannina. Sixty-five in addition to the 16 district offices. 

Mr. Tuomas. In addition to the 16 district offices? 

Mr. BuanninG. That is right. 

Mr. Tuomas. Eighty-one. Go ahead, please, sir. 

Mr. Biannina. There is one stenographer-clerk in each of the 
separate 65 offices. In each district office there is a district director, 
or 16 of those. There is a rate agent, or 16 of those. There is one 
or more safety men, safety inspectors. 

Mr. Tuomas. That is in the big offices? 

Mr. BLannina. That is in the 16 district offices; yes, sir. There is 
a lawyer in most of the offices. I think we have 12 lawyers alto- 
gether, and 16 offices. Some of the lawyers cover two districts. 

Also, there are a number of special agents whose job is the gather- 
ing of evidence for prosecution. 
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Mr. THomas. How many of those special agents do you have? 

Mr. Buannina. I believe the number is now 16. I am not sure. 

Mr. Wise. Eleven. 

Mr. Buannina. It is 11 now. 

NATURE AND NUMBER OF CASES PRESENTED TO 
ATTORNEYS, 1950 


UNITED STATES 


Mr. Tuomas. How many cases did you present to the various 
United States attorneys in fiscal year 1950? 

Mr. Buannina. I believe it was 300 and some: 

Mr. Tuomas. Sixteen agents and 16 attorneys and 16 stenographers 
handled 300 cases. They are a little bit overworked; are they not? 

Mr. BuanninaG. In addition to those 16 agents the supervisors also 
gather evidence. The complaints are usually made to the super- 
visors. They first make a preliminary investigation to see whether 
it is a violation and whether it deserves consideration for prosecution. 
If it does then the special agents work on the case. 

Mr. THomas. What would be the nature of the 300 cases? Let us 
break that down. How many of them are rate cases? 

I am getting the impression that most of your work in the field 
deals with rates and schedules and so forth. How many of these 
cases were dealing with rates and schedules, and how many were 
dealing with misdemeanors of overweight or driving too long and 
too many hours, and safety, and so forth? Can you break that down? 

Mr. Buanninc. We can break it down. I do not have it. The 
number of rate cases is comparatively small. 

Mr. THomas. Can you give us your best guess as to how much it is? 

Mr. Buannina. I do not have it with me; no. 

Mr. Rogers. I have it right here. It is quite a long list. Do you 
want it read? 

Mr. THomas. Yes. 

Mr. Rogers. Carrier operating without authority, 212. 

Mr. Tuomas. That is a misdemeanor, is it not? 

Mr. Rocers. I guess it would not be a felony. Carrier operating 
without a license, 4. Noinsurance, 15. Rebates and concessions, 11. 
Not limiting the c. 0. d.’s, 12. Operating without any rates, 10. 
Failure to observe the lawful rates, 11. Excessive hours of duty, 33. 

Mr. Tuomas. I believe you have given me the various counts in 
the indictment, in the complaint. How many cases does this total? 
This is more than 300. 

Mr. Manarrie. Five hundred and ninety-nine in the report. 

Mr. Tuomas. How many separate cases are there? I think you 
are detailing the counts in the information. 

Mr. Manarrir. No, sir. 

Mr. Tuomas. Here is a man who is operating without a license. 
I guess he will have five counts against him. We usually throw the 
book at him. If he did not have a license he did not have the right 
schedule, so we let him have the book and that would be at least five 
counts in one bill of complaint. 

Mr. Rogmrs. It says that each unit represents one or a number of 
counts, 

Mr. Manarriz. We have gone as high as 100 counts against one 
concern, Mr. Chairman. 
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Mr. Tuomas. Mr. Commissioner, this is about 500 cases, rather 
than 300. 

Mr. Manarriz. I think there are 599. On the preceding page is 
the summary for the year. 

Mr. Tuomas. Well, that certainly makes the picture look a little 
bit better than 300 cases. 

Mr. Rogers. Of course, this is no measure of the number of cases 
they investigate. 


VALUE OF FINES IN ICC CASES 


Mr. Manarriez. Possibly from a fiscal situation you might be inter- 
ested in the fact that very largely this activity produces enough in fines 
to support a good deal of the work. 

Mr. Tuomas. That is pretty good information. How much does it 
produce? 

Mr. Manarrieg. It is shown on the bottom. 

Mr. Rogers. $223,000. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Corron. May I ask just one question at this point, Mr. 
Chairman? 

Mr. Tuomas. Mr. Cotton. 


DUPLICATION 


Mr. Corron. Mr. Commissioner, on this matter of punishment for 
driving without a license, and to a certain extent the matter of 


checking of insurance, that again duplicates the work of the States, 
does it not, because certainly the States maintain a large constabulary 
to check the drivers’ licenses, and a great many States have some form 
of compulsory insurance enforced by their motor vehicle departments. 


PERMISSION OF ICC REQUIRED FOR INTERSTATE COMMERCE 


Mr. Manarrin. We have nothing to do with the drivers’ licenses. 
We do riot check them at all. What, perhaps you have in mind is the 
situation where the carrier is operating beyond the scope of its 
operating rights, or not in accordance with its operating rights. The 
State would have no information as to what the interstate rights were. 

Mr. Yarrs. You mean with respect to the certificate of convenience 
and necessity? 

Mr. Maunarrin. That is right, or a permit as a contract carrier. 

Mr. Anprews. A carrier cannot operate in interstate commerce 
without some permission from your-agency? 

Mr. Manarrie. That is correct. 

Mr. Corron. But on the question of insurance, you also check on 
that and they have rules governing that? 

Mr. Maunarriz. That is correct; yes, sir. We require specified 
amounts, and the character of insurance to be carried. A carrier, 
in order to operate under authority issued by the Commission, niust 
have the insurance required and must maintain it. 

Mr. Corron. Those requirements are doubtless more stringent 
than those maintained by the individual States in which they are 
operative? 
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Mr. Manarric. I think that varies. We are probably more 
stringent than some States and less than others. 
Mr. Corron. Thank you, Mr. Chairman. 


APPROPRIATION, 1942 AND 1951 


Mr. Tuomas. There is one further question that has puzzled me, 
and I could not quite come up with the answer myself. 

Page 155 of the printed bill gives the figures on the appropriations 
for the Interstate Commerce Commission, and the exclusions. 

For 1952 you had an appropriation of $2,780,940, for approximately 
2,700 employees. For 1951 it is $9,889,600, and salaries have gone up 
about 75 percent since that time. Does this figure of $2,780,940 for 
1942 include only a part of those bureaus, or does it include them all? 
If it includes them all, why is there a discrepancy there? I know it 
does not include safety and inspection. Is there anything else missing? 

Mr. Barre... Yes. At that time we had a separate appropriation 
on regulating accounts, which is now included in the appropriation 
“General expenses’’. 

We also had a separate appropriation for valuation of property of 
carriers, Which is now included in the general appropriation. 

Mr. Tuomas. What should be added now? 

Mr. Barrev. $840,000. That is the appropriation? 

Mr. Tuomas. Yes. 

Mr. Barrev. $840,000 for the regulating accounts. 

Mr. THomas. Yes. 

Mr. Barrev. $640,000 for the valuation of property of carriers. 

Mr. Tuomas. $1,480,000 added to the $2,780,940? 

Mr. Barre. The motor transport regulation is $3,690,000. 

Mr. Tuomas. To the $2,780,000 you would add about $5,000,000? 

Mr. Barre. That is right. 

Mr. THomas. That answers the question. Adding the $5,000,000 
that would make it $7,000,000 plus. 

Mr. Barre. In 1942 the total appropriation was $7,750,949. 

Mr. Tromas. Thank you very much. 

Are there any other questions, gentlemen? If not, we thank you 
very much. It has been nice to see you and we have enjoyed it 
very much. : 

We shall be glad to hear from you at this time, Mr. Chairman. 

Mr. Sptawn. I do not want to take your time to make a speech, 
I have no speech, Mr. Chairman. What I shall say is on the topic 
of economy. 

Mr. Tuomas. This is on behalf of the taxpayers? 

Mr. Sptawn. This is on behalf of the taxpayers. 

Mr. THomas. We will double the 5-minute rule for you, Mr. 
Chairman. 





Necessity ror Ree@uiatTion or Carriers BY ICC 


_ Mr. Sptawn. I think that the taxpayers would certainly be gratified! 
if they could hear your questions and the earnestness and care with. 
which the members of your committee go into the details of the budget. 


and your fairness in undertaking to get the facts and adjudge each. 
item. 
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I have been very much impressed that when you did not understand 
an item you were gratified to get the facts and to know what the item 
represents, even though it might mean upping the figure in the final 
appropriation. 

Now, this Commission has all these acts to administer, and these 
acts affect many railroads. There are over 200,000 miles of them, 
carrying over a billion tons of originated freight. In addition, there 
are all these motor carriers. There are 400,000 vehicles with loads 
of 10,000 pounds or more on the highways, and now they are operating 
all distances. We used to think of a motor vehicle as a pick-up and 
delivery truck, but we now find carloads on some motor vehicles. 

There is all of this waterway regulation, with the great tonnage 
on the inland waterways. In addition there is the pipeline regulation. 

Almost everything that the American people get and use—these 
150,000,000 people—has to be carried sooner or later by one or more 
of these common carriers. Of necessity there is regulation of them 
to see that their charges are just and fair and that the rules and 
practices under which they operate and carry these thousand billion 
ton-miles of products in a year are followed. 

So far as the railroads are concerned, their rates are published and 
are applicable from every one of many thousands of stations to every 
other station. I computed that once and there are over a billion 
different rates. A man in his lifetime could not spell them all out, 
and yet they are the rates under which any shipper in a few minutes 
can find out what is applicable for his charge. 

Now, you are financing the regulation of that movement here, and 
that isa vast movement. $11,542,000 has been recommended to you 
by the Bureau of the Budget. 

Mr. Chairman, it is very gratifying to hear you say that this 
committee is going to exercise its own judgment. We gave you our 
figures, and the figures that I handed you represent our honest judg- 
ment. I think that we try to be as conscientious and fair as any 
group I have ever seen. If you look at these directors back here 
against the wall, some of them may look like bankers or lawyers or 
businessmen. Not enough of them, perhaps, look like athletes, for 
they put in too much overtime. 

Here is a group of officials who are devoted to the public interest, 
because they are in the Interstate Commerce Commission. Gentle- 
men, they are working, most of them, for $8,000 or $10,000 a year. 

These men should average, in my honest opinion, every one of them, 
about a grade 18 under the present way of grading. That would be 
fair and just. If they were transferred into some executive depart- 
ment and applied their talents as they have applied them to this 
problem, some of them, I believe, would receive double what they are 
now getting. 

I think one of the greatest losses to the taxpapers would be for the 
Congress to adjeurn in order to save their salaries and that of their 
staffs. I think if the legislative branch shut up during an emergency 
and just asked the Executive to run everything, so as to save the legis- 
lative appropriation, that it would be revolutionary. You can just 
imagine that. I do not have to expand on that. 
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This little organization here is one of your agencies dealing with 
your legislative Eee which is applicable to all this transportation 
service under all of these varied conditions, and to every citizen of 
our great Republic. You want it done efficiently. There is no 
economy in inefficiency and in lack of enforcement any more than 
there would be economy for this committee to try to do without an 
adequate staff and fire half of its staff in order to save their salaries. 
You just have to have your staff. You know how many you need. 
You do not need us to advise about that. 

Under the law it is proper that we, as your agent, come in here and 
tell you what we are trying to do in carrying out the statutes which 
the Congress has passed. These statutes save the Congress from 
having to legislate all these rates and rules and practices and from 
having to try to administer them subject to a cumbersome set-up 
under the courts which would be tremendously more expensive to the 
taxpayers and to everybody else, if it were merely turned over to the 
district attorneys, masters, or other aids appointed by the courts. 

Here are all these problems, and this is $11,542,000 recommended 
by the Bureau of the Budget, or $14,718,200, as we have requested. 
You will study our representations to the Bureau of the Budget and 
our justifications, and I believe you will decide that the taxpayers 
deserve the enforcement of what is just and reasonable and equitable 
and what are good practices looking to safety as it is practical to 
promulgate and undertake to get the cooperation to observe them. 

That is about what the Bureau of Motor Carriers is now. It is in 
part a promotion agency, after the promulgation of these rules and 
practices to persuade the industry itself to enforce them. It is 
marvelous to see the cooperation that they are getting despite the 
fact that there are some who are slow to come in and who do not 
show much disposition to be enthusiastic about rules and regulations 
that might cost them some money. 

I believe, gentlemen, that if you revise this with a view to the real 
needs of the Commission in enforcing the acts that you will bring to 
the taxpayers a great deal of saving in what otherwise would cost 
them by reason of unlawful practices which would creep up all over 
the land if there were inadequate administration of the act. 

I thank you very much. 

Mr. Tuomas. That was awfully nice, and you certainly hit the nail 
right on the head. We thank you very much. 

It is nice to see you all again. 
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Tuurspay, Fespruary 22, 1951. 


INLAND WATERWAYS CORPORATION 


WITNESSES 


SOUTH TRIMBLE, JR., CHAIRMAN OF BOARD 

CAPT. A. C. INGERSOLL, JR., PRESIDENT 

WILLIAM G. OLIPHANT, GENERAL TRAFFIC MANAGER 

MATTHEW HALE, ACTING SOLICITOR, DEPARTMENT OF COM- 
MERCE 

JOHN P. DOLAN, OFFICE OF SECRETARY, DEPARTMENT OF COM- 
MERCE 


Funds available for administrative expenses 








1959 actual | 1951 estimate | 1952 estimate 





FOR EXPENSES 
Limitation or estimate . $522, 000 
Unexpended balance, estimated savings___.____. a Sea ge 94, 837 





Total] administrative expenses_--_.............-.-.---- | 427, 163 492, 200 | 481, 200 


| 





Administrative expenses, by ee 





| 
Object classification | 1950 actual | | 1951 estimate | 1952 estimate 





Total number of permanent employees. --_- -.-_- 1, 253 1,043 | 1,934 
Average number of all employees... _........--....-------..-.! 787 | 861 | 852 


FOR EXPENSES 
Persona] services: } } 
Permanent positions... --_- ----| $2,643, 249 $3, 088, 430 $3, 182, 786 
Part-time and temporary positions - - . - jabelasste oie ie 72, 870 
Payment above basic rates wee 3. } 90, 000 
Excess of annual leave earned over leave taken_. : 
Terminal leave payments.-__-- ; i ade  imeaciies 14, 546 | 


Total personal services 2, 762, 192 | 3, 251, 309 3, 303, 700 
Deduct portion not chargeab.e to administrative expe nses_....} 2, 428, 578 | 2, 868, 135 2, 926, 535 





Net personal services __ . } 333, 614 383, 165 374, 165 
Travel. ces adnate ad te 12, 879 16, 000 16, 000 
T elephone | an:: tele “graph _- ALT Paes eRe Ne! | i, OF 7, 000 7, 000 
Postpaid mail SAE 52 | 300 300 
Office rents and utilities. . -- Popa sdcugatesnch abso O76 | 18, 500 18, 500 
Auto expenses, other than depre ciation _._- Yous 2: 435 435 
Office supplies and expenses. - ee Ree bic mairnd 22, 332 23, 000 23, 000 
Stationery and printing ‘ ace, 8, 662 10, 000 10, 000 
Membership dues and subscriptions. ..__...........--.---..--| % 300 300 
Legal expenses a 2, 34 20, 000 18, 000 
Fees and expenses, advisory board : | 2, 500 2, 500 
Audit of accounts_- - - | , 118 11. 000 11, 000 





Tota) administrstive expenses 27, 16: 492, 200 481, 200 











s 


Mr. Tuoomas. We have with us this morning the Inland Waterways 
Corporation. Their representatives are our distinguished friend, Mr. 
South Trimble, Jr., Chairman of the Board; Capt. Ingersoll, President; 
Mr. Oliphant, General Traffic Manager; Mr. Hale, Acting Solicitor, 
Department of Commerce; and Mr. Dolan, Office of the Secretary, 
Department of Commerce. 

Mr. Chairman (Mr. Trimble), do you or any of your assistants have 
a statement for us? If so, we will be delighted to hear from you. 

Mr. Trimsie. We have no statement other than the statement 
filed with the committee in December. 
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Mr. Tuomas. Do you have any comments generally on the opera- 
tion, dealing with its properties, the financial structure, and what 
headaches you have or what pleasant things you have? Tell us about 
it. 

Mr. Trimsie. We have plenty of headaches. We have tried to 
meet our problems as they arise. 

We have Captain Ingersoll here to tell you anything in regard to 
the operation that the committee might want to know and Mr. 
Oliphant, who is our Traffic Manager. 

1 would like to say that Secretary Sawyer is out of the city, and 
he wanted me to say to you how sorry he was that he was unable to 
be here this morning. 

Mr. Tuomas. Well, you cannot be in two places at the same time. 

At this point in the record, we will insert pages 1, 2, and 3. 

(The matter above referred to is as follows:) 


BACKGROUND 


The Inland Waterways Corporation was created by act of Congress, June 3, 
1924, to develop common carrier barge transportation on the Mississippi River 
system, to exploit the possibilities of water transportation and make available 
the benefits of its economies to the widest possible number of shippers, both large 
and small, at river ports and in the hinterland. It had its inception in the Rail- 
road Administration during World War I and was transferred to the War Depart- 
ment by the terms of the Transportation Act of 1920. Its operations were con- 
ducted by the Secretary of War, through the Bureau of Inland and Coastwise 
Waterways Service, until creation of the Corporation in 1924. The Corporation 
operated under the direction and supervision of the Secretary of War until its 
transfer to the Department of Commerce in 1939. 

The Corporation’s originally authorized capital stock of $5,000,000 was in- 
creased in 1928 t9 $15,000,000 which amount has been appropriated. The Cor- 
poration has no authority to issue bonds or other long-term debt obligations. 
Paid-in surplus of $12,298,165 represents the 1924 appraised vaue of the equip- 
ment and facilities turned over to the Corporation by the War Department at the 
time of its creation. At congressional hearings officials of the Corporation have 
testified that the commercial value of this property was not in excess of $1,500,000. 

The Corporation operates the most complete common-carrier service by barge 
offered on the Mississippi, Illinois, Missouri, and Warrior Rivers. All types of 
freight, except livestock and perishables, are handled on 3,300 miles of inland 
rivers With 23 boats and 269 barges. Operations are conducted through nt merous 
private terminals as well as through 21 general merchandise facilities. The Cor- 
poration also operates a railroad switching facility between Port Birmingtam and 
Ensley, Ala., to serve the industrial area in and near Birmingham, Ala., and to 
provide a connecting link between the Croporation’s Warrior River barge service 
and the trunk-line railroads serving the Southeast. 

The report of the House Small Business Committee, Eightieth Congress, and 
its endorsement by the Appropriations Committee, indicated that the Corporation 
should proceed with its physical rehabilitation toward the ultimate goal—the sale 
of the Corporation as a “going concern’”’ to private interests. With this in mind 
the Corporation has aggressively pushed forward in developing a new type of 
towboat and barges, which appears to be the fastest on the river for general 
cargo; in negotiating with private capital to take over existing terminal facilities 
leased by the Corporation, for its use as well as all private carriers; in concentrat- 
ing on increased merchandise traffic as well as the establishment of joint through 
truck-barge rates and additional joint through rail-barge rates; and in effecting 
all possible operating economies. 

In the Eighty-first Congress, three bills have been introduced providing ,an 
increase in capital stock of $18,000,000, two or which also propose the extension 
of service to the Cumberland and Tennessee Rivers. Hearings have been held in 
both the Senate and House of Representatives and a revised bill (S. 211) has 
been reported to the Senate. No report has been filed by the House committee. 
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OPERATIONS 


This budget request anticipates a loss of $534,100 in fiscal 1951 and $740,300 
in 1952 as compared with a deficit of $785,637 in fiseal 1950. Revenues for fiscal 
years 1951 and 1952 are estimated to be $11,187,900 and $11,264,000, respectively, 
an increase of approximately $1,400,000 over the actual income for fiscal 1950; 
which amounted to $9,822,177. Expenses in fiscal 1950 totaled $10,566,382 and 
are estimated to amount to $11,722,000 in 1951 and $12,004,300 in 1952. Traffic 
for the first 19 weeks of fiscal 1951 indicates an increase over the budget estimate 
ao the resultant increase in revenue. A summary by activities is presented 

elow: 
TRAFFIC 


In carrying out the purpose for which the Inland Waterways Corporation was 
created, the policy of the Corporation is to establish rates and solicit traffic with 
one end in view—to provide service to the largest possible segment of the shipping 
publie consistent with the welfare of the Corporation. In carrying out this 
policy the Corporation will foster and develop the movement of river traffic 
where adequate service is not offered by other barge lines, maintain and develop 
the present integrated transportation services on the Mississippi and Warrior 
River systems through a well-rounded, adequate and self-supporting common- 
carrier operation and protect the interests of the Government and users of the 
service until such time as the Corporation can be disposed of to private interests 
with the assurance of continued common carrier service. No rates have been 
established that are lower than those of private operators. 

Many factors have contributed to the losses incurred by the Corporation since 
1938, the most important being the operation of deteriorated and obsolete float- 
ing equipment, return of merchandise freight to faster modes of transportation 
because of emergency needs during and immediately after the war, unbalanced 
upstream and downstream movement of traffic, and the need of establishing 
additional joint barge-rail rates. 

The general question of revising the rate structure on a more efficient basis 
hinges on the final outcome of the dispute between the barge lines and the rail- 
roads, which has been in litigation before the Interstate Commerce Commission 
since 1933. The Commission issued a report in this case which largely followed 
the position of the barge lines. An order was not issued, however, and the rail- 
roads and barge lines were merely asked to advise the Commission that they 
would comply substantially with the findings in the report. In order to avoid 
possible prolonged court proceedings, officials of the Corporation undertook to 
negotiate with the heads of the principal railroads in search of a basis for settle- 
ment of this dispute. Several meetings were held without success and court 
proceedings have been instituted by the railroads. This case was heard by the 
United States Supreme Court in early November. Since very few new joint 
barge-rail rates have been established since 1933, considerably more merchandise 
traffic can be anticipated upon favorable settlement of this case. 

In 1937 merchandise freight reached an all time high of 74 percent of the traffic 
transported by the Corporation. In preparing for war, speed was essential in 
getting all products to their destination with the result that faster transportation 
was necessary. In 1945 the percentage of merchandise freight reached a new 
low—18 percent of the total traffic. Since that time there has been a gradual 
increase until it reached 30 percent in fiscal 1948. In fiscal 1950 this tonnage was 
29 percent of the total traffic. Based on tonnage estimates for fiscal 1950 and 
1951, this type of freight will represent approximately 30 percent of the total 
traffic or an increase of approximately 1 percent from fiscal 1950. The recently 
inaugurated express service between New Orleans, St. Louis, and Chicago will 
gradually attract additional merchandise freight and with this scheduled service 
successfully demonstrated, shippers will be more favorably inclined because of the 
economies of water transportation. 

Several factors have retarded this type of traffic during the months of October 
and November. Among them are: the expanding of controls imposed on indus- 
trial materials by various Government agencies; market conditions and the 
demand for expeditious services has resulted in the diversion of many commodities 
to rail or truck service; and the reduction of certain rail rates to meet water 
competition. 

Merchandise traffic, based on tonnage loaded for the first 19 weeks of fiscal 
1951, shows an increase of approximately 3 percent over the same period in 1950 
and, for the same period, bulk traffic increased approximately 29 percent, while 
outside towing increased 25 percent. 
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The direction of the movement of traffic continues out of balance, the pre- 

The ideal movement for most economical opera- 
50 percent downstream and 50 percent upstream. Upstream 
traffic, with its attendant higher costs, increased, because of the war emergency 
and lack of export trade through New Orleans, from 43 percent in 1938 to a high 
of 79 percent in 1944. There has been a gradual improvement since that time, 
being reduced to 58 percent in fiscal 1950. While it was estimated that upstream 
traffic would approximate 58 percent in fiscal years 1951 and 1952, actual experi- 
ence in the first 19 weeks of fiscal 1951 reveals approximately 55 percent upstream 


traffic as compared with 58 percent the same period in fiscal 1950. 


ADMINISTRATIVE EXPENSES 


the administrative expenses. 
(The matter above referred to is as follows:) 


PERSONAL SERVICES 


Summary of personal services by offices 


Mr. Tuomas. We will also insert pages 21, 22, and 23, which show 








































Actual 1950 






* Estimated 1951 





Estimat 






ed 1952 








Number 





Amount 





Number 


Amount 


Number 






Amount 






















Washington, 
department 


St. Louis, Mo.: 


Executive department 
Personnel department 
Purchasing department 


New Orleans, I 


Executive department 
Accounting department 
Purchasing department 





ADMINISTRATIVE EXPENSES 


js EER 4 


vs os 


Executive 


Birmingham, Ala.: Executive de- 


partment 


Total administrative 


Less: Portion of purchasing depart- 


St. Louis, Mo.: 


Total administrative 


NONADMINISTRATIVE EXPENSES 


Marine department 


ment charged to operating expenses 


Traffic department .-. ..-..-..-- 


Terminal department... -..- 


New Orleans, La.: 
Marine department_.......--.-- 
Traffic department 


Claims department 


ment 


Kansas City, Mo.: Traffic depart- 


ment 


Memphis, Tenn.: Traffic depart- 


ment 


Omaha, Nebr.: Traffic department... 










































































































3.5| $20,731 2| $19,575 2 $19, 575 
5 29, 600 5 30, 620 5 31, 200 
5 22) 264 5 22) 425 5 23, 035 
8 32, 254 8 34, 230 8 35, 045 
18 84, 118 18 87, 275 18 89, 280 
6 28, 790 6 29, 785 6 30, 640 
64.8] 201,556 69 | 225, 665 62 213, 520 
3 10, 452 3 10, 865 3 11, 150 
73.8 | 240,798 78 | 266,315 71| 255,310 
5 5, 019 1 10, 000 1 10, 000 
95.8 | 350, 666 99| 383,165] 92 374, 165 
ee eee eS Sel 








333, 614 


















































































46.9 222, 850 34 184, 900 34 189, 033 
20 89, 344 20 91, 510 20 93, 395 
2.6 13, 016 2 , 26 2 , 260 
69. 5 325, 210 56 285, 670 56 291, 968 
39. 4 161, 919 33 165, 586 33 166, 271 
35 133, 595 36 138, 587 36 142, 577 
8.6 33, 098 9 34, 690 9 35, 710 
83 328, 612 78 338, 863 78 344, 558 
37.8 127, 913 41 146, 696 41 150, 200 
1 4, 106 1 4, 200 1 4, 325 
2 8, 462 2 8, 615 2 8, 820 
1 7,025 | 1 at ee ee 
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Summary of personal services by offices 





Actual 1950 Estimated 1951 Estimated 1952 


Amount | Number; Amount | Number! Amount 





b Number 








} 
Chicago, M.: af 





~~ 933 } $17, 142 $17, 458 


Terminal department | 
| 23, 850 5 24, 630 


Traffic department 











Total __- 





Dubuque, Iowa: 
Terminal department 
Traffic departnient 





Total. __- 





Minneapolis, Minn.: 
Terminal department 
Traffic department 





Total. Bea Raat yeh 

St. Paul, Minn.: Terminal depart- 
ment i : ad eS Ftc ris Pye ae 
Mobile, Ala.: Terminal department ee 61, 399 24 | | K 66, 918 
Boat employees. _- ..| 459.3 | 1,516, 227 546 | 1, 944, 051 546 | 2,009, 548 





loses = 


Total nonadministrative _____| 690.9 9, 428, 578 | 762 | 2,868, 135 | 760 | 2, 929, 535 





Total personal services | 780.7 | 2,762,192| 61 | 8,251, 300 852 | 3, 303, 700 











OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. We will also insert the table on page 11 showing other 
objects of expense, which total $481,200 this year as against $492,200 


in 1951. 
(The matter above referred to is as follows: ) 


Administrative expenses (fiscal years ending June 30, 1950, 1951, and 1952) 





| 


Object classification | 1950 actual | | 195 51 estimate | 1952 estimate 


| 

Travel . | fo * $16, 000 $16, 000 
Telephone and te legraph .___.-- ‘ aa 6, 937 7, 000 7, 000 
Postpaid mail. _-- i UE EE Rs! HAPS 4 152 | 300 | 300 
Office rents and utilities ‘ape eae 18, 076 | 18, 500 | 18, 500 
Auto expenses, other than depreciation 221 | 435 435 
Office supplies and expenses : : H 22, 332 23, 009 | 23, 000 
Stationery and printing ve : ce 8, 663 | 10, 000 10, O00 
Membership dues and subscriptions __- PE EN treed 238 | 300 | 400 
Legal expenses - _- Sedan paid dtkicemerendipels 2,345 | 20,090 | 18, 000 
Fees and expenses, Advisory Board m : 1, 568 | 2, 500 | 2, 500 
Audit of accounts ................ Ve SETAE. ; } 118 11, 000 | 11, 009 


481, 200 


Total administrative expenses. -_- ana 163 492, 200 | 
| | 





PERSONAL SERVICES BY GRADES 


Mr. Tuomas. We will also insert pages 12 and 13 showing the 
detail of personal services. 
(The matter above referred to is as follows: ) 
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Summary of personal services (fiscal years ending June 30, 1950, 1951, and 1952) 





| ! 
: } - 
1950 actual | 1951 estimate | 1952 estimate 
| 
Detail of personal services | | | 
Num-}| Total Num-| Total |Num-| Total 
ber | salary | ber salary salary 








Departmental: | 
Rate of $10,000 and over: Chairman of the Board 1 |$10, 000 | " 
Rate of $4,000 to $5,000: Administrative assistant 1 4, 575 , 575 | } 575 
Rate of $3,000 to $4,000 1} 3,130 | |. ae, 3 





All personal services, departmental ‘ 3 | 17, 705 


| 14, 575 





Field: 
Rate of $10,000 and over: 
President 
Vice president. 10, 000 
Rate of $9,000 to $10,000: 
Executive assistant. ..____._.- POOLE) 9, 200 
General traffic manager 9, 200 | 
Secretary-treasurer 9, 200 
Rate of $8,000 to $9,000: 
Master-pilot—vessels Skala dex tie 
Personne! officer 8, 000 
Chief engineer Neonat Ee 
Rate of $7,000 to $8,000: } 
Mastor-pilot—veesels. ._........................-.-. 
Chief engineer 
Marine superintendent 
Operating manager 
General auditor 
Auditor of freight accounts 
Chief, central billing 
Assistnt to the secretary-treasurer___....._..._-__-_ |.._- 
Assistant traffic manager... ..............._....___- 
District manager 
Rate of $6,000 to $7,000: 
Pilot, vessels 
MN DONINOOEE eo. oon on 5 ee SS ke 
District manager -___+ 
Assistant traflic manager_...___.._____- 
Division manager. 
Assistant chief engineer_..........._..__--. 6, 800 |____- 
General auditor 6, 800 | 
Auditor of freight accounts | 6,800 | 
Chief, central billing i Seg UREN Sees 6, 800 |____- 
MAN EE A | 13, 200 | 
Assistant to the secretary-treasurer_- 6, 600 
Assistant traffic manager . 2 | 13, 200 
Diesel superintendent 6, 400 |___._-| 
Superintendent of maintenance 6,400 |._..--! been 
Assistant to the president......_.............._.....| ~ | 6,600 
Port engineer. .______- } 6, 400 | i &4 | 6,600 
Supervisor of terminals | 6,400 5, 400. | | 6,600 
nl ae ae RG RE ees Ek | 6, ; 6,600 











32 |215, 040 | 
Beason 1 6,802 | 
| 6,800 | | 6,800 | 
6, 800 6, 800 |__-- 
6, 800 | Be ee, 








Mr. Tuomas. In the field, the justifications show 1,032 operating 
employees for 1952 as against 1,041 for 1951 and 1,250 for 1950. 


FINANCIAL StrRucTURE OF CORPORATION 


Now, what about your financial structure; in what shape is it now? 
I might summarize that. The Corporation originally had an au- 
thorized capital stock of $5,000,000 which was increased in 1928 to 
$15,000,000. It is generally alleged that the paid in surplus at the 
time of incorporation in 1928 was $12,298,165; that at congressional 
hearings officials of the Corporation have testified the commercial 
value of this property was not in excess of $1,500,000. The Corpora- 
tion handles all types of freight except livestock and perishables. 
You have 3,300 miles of inland rivers. You operate 23 boats and 269 

arges. You have 21 general merchandising facilities. 
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OPERATION OF TERMINALS 


How many private terminals do you operate in addition to the 21 
merchandising facilities, and what is the difference between a terminal 
and a = veep facility? 

Mr. Trier. The terminals that are now operated, with the 
exception, I ac aly of one terminal, are in the hands of private 
operators. The Corporation owns only two terminals, one at Helena 
and the other one at Port Birmingham. All the rest are either 
municipally owned or privately owned. Up until about 3 years ago 
the Corporation operated these terminals. In the past few years we 
have succeeded in getting private operators to come in and operate 
and relieve the Corporation of their operation. In their operation, 
they not only operate them for the Inland Waterways account but for 
the account of all other private operators who wish to use the terminals. 

Mr. Tuomas. As well as I remember, in fiscal 1950 you had con- 
sumed all of your $15,000,000 of capital stock with the exception of 
$1,000,000, and language was put in the appropriation bill authorizing 

ou to use that $1,000,000 which had theretofore been held in trust 
y the Treasury. Is that correct? 
Mr. Trimsue. Yes, sir. And it is still in the Treasury. 


DEFICIT IN OPERATIONS 


Mr. Tuomas. That is one thing we would like to have a little light 
on, because you are losing money in 1951 and 1952, and I notice this 
language under “‘Operations”’ on page 2: 

This budget request anticipates a loss of $534,100 in fiscal 1951 and $740,300 
in 1952 as compared with a deficit of $785,637 in fiscal 1950. 

So those figures for 1950, 1951, and 1952 would give you a deficit 
of approximately $1,500,000, and you were given $1,000,000, so to 
speak, in 1950, to carry you on. So the question that arises in the 
committee’s mind is how you are operating in 1952, because in truth 
and in fact you have a deficit of $500,000, approximately, more than 
you have funds. 

Mr. Dotan. Included in that deficit are some noncash items, such 
as depreciation and amortization of improvements on leased property, 
which amount to approximately $1,000,000. 

Mr. Tuomas. I notice that is the way you are operating, but I 
still do not understand your mathematics. You apply your depre- 
ciation and amortization. That is not really coin of the realm. I 
was quite intrigued when I read that in your justification last night. 

Mr. Doan. As of December 31, we had $2,177,000 in cash, and 
$1,000,000 on deposit with the Treasury which has not been drawn 
down. Out of this loss of five-hundred- thousand-odd dollars, there 
is $1,037,000 which, as I say, is not a cash item. So that actually 
gives us ‘approximately $500,000 additional cash at the end of this 
year. 

Mr. Puiturrs. Out of what total? 

Mr. Dotan. Out of a total of $15,000,000. 

Mr. Tuomas. How do you arrive at that operating loss? There is 
the key to your problem. You lose so much money; yet you check 
up with $2,500,000 and with another million in the Treasury. You 
are far from being broke in my book. 
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Do you arrive at the operating loss by charging off so much deprecia- 
tion of the property? 

Mr. Dotan. That is right—a little better than $1,000,000 of depre- 
ciation. 


RECEIPTS AND EXPENDITURES IN 1951 


Mr. Tuomas. How much will you take in in 1951, and how much 
will you pay out? 

Mr. Doan. $11,187,900 is the revenue. 

Mr. Tuomas. And what is the operating expense? 

Mr. Dotan. The operating expense is $11,722,000, which includes 
$1,037,000 of depreciation. 

Mr. Tuomas. How much do you actually pay out? You actually 
took in $11,187,900 in 1951. How much will you pay out without the 
depreciation? 

Mr. Dotan. $10,684,000. 

Mr. Tuomas. That gives you in the neighborhood of $587,900. 


How much are you charging off for depreciation? 
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Doan. Just a shade over $1,000,000. 

ANDREWS. $1,037,000. 

Doan. That is right. 

AnpreEws. And what was the income? 

Doan. We estimate the income to be $11,187,900. 


Puitirrs. That includes depreciation? 

Mr. Dotan. No. That is the income from operation; that is the 
revenue. 

Mr. Puiuurs. The point is, Mr. Chairman, that they are solvent 
just as long as they do not have to buy any equipment, and any time 
they have to buy new equipment, they are broke; they are out of 
business. 

Mr. Doan. We have at the present time a little better than 
$3,000,000-—— 

Mr. Puitures. According to some audit that was made by you, as 
I remember from the year before, you have a sales value of around 
$1,500,000. Is that right? 

Mr. Dotan. No, sir. That is a little confusing. The $1,500,000 is 
a figure that was set up as the commercial value of assets that were 
transferred from the War Department in the early days just before 
the Corporation was established. 

Mr. Puiturres. The point the chairman makes is that you were 
carrying a $12,000,000 book value of those assets and, instead of that, 
they had an actual value of around $1,500,000. 

Mr. Dotan. That was a statement made before this committee I 
think back in 1938. There has been considerable confusion about the 
matter. We tried to write it down. The fact is the General Account- 
ing Office said they did not think legally we could do that, and we had 
to bring it back to the value that General Ashburn and some people in 
the Corporation had decided was the fair commercial value. 



















NUMBER OF WATER CARRIERS ON MISSISSIPPI RIVER 






Mr. Tuomas. How many operators or water carriers do you have 
up and down the Mississippi and its tributaries now? If my memory 
serves me correctly, there are seven, including yourself. 
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Captain INcrrso.u. There are upward of 125. 

Mr. Tuomas. Altogether? 

Captain INGERSOLL. Yes. 

Mr. THomas. You mean you have 124 competitors? 

Captain Incrrsouu. Every barge line on the river is different in a 
little way from the others. There are almost no two that conduct 
the same type of operation. There is no other line that conducts 
the same type of operation we do. 

Mr. Tomas. But you are in competition with 124 barge lines; 
is that correct? 

Captain Ineprsott. In general. 

Mr. Tuomas. And your rates are not any lower than theirs? 

Captam InGErso.u. In general. 

Mr. THomas. You do not engage in any cutthroat competition? 

Captain IneErsouu. That is right. 

Mr. Tuomas. What part of the total freight up and down the river 
does the Federal barge line carry annually? 

Captain Incrrsoxu. Our traffic as a percentage of the total freight 
moved, both for hire and by private carriers, amounts to somewhere 
between 6 and 8 percent of the total ton-miles. 

Mr. THomas. The figure we have is 17, which, to put it in other 
figures, is less than one-fifth of the total traffic. 

Captain Incersouyi. That is probably tons. I say our traffic is 
probably about 6 or 8 percent of the total ton-miles of traffic moved, 
including that moved not for hire. 

Mr. Tuomas. What about the total over-all tonnage; is that figure 
of one-fourth correct? 

Captain InGrersoiu. That is correct. On a tonnage basis, it is 
much smaller. We have a longer haul traffic than most carriers. 

Mr. ‘Tuomas. The other 124 could carry what you carry. We will 
put it that way. 

Captain Incerso.iu. No, sir. The vast majority of them are not 
certificated. 

Mr. THomas. What do you mean by “are not certificated’’? 

Captain Incrersouu. They are exempt from the jurisdiction of the 
Interstate Commerce Commission. They are either private carriers 
not hauling for hire or else they are hauling commerce not regulated 
by the Interstate Commerce Commission. 

Mr. Tuomas. How many certificated competitors do you have? 

Captain Incrersouu. As to our whole route, none; as to part of our 
route, 8 or 10. 

Mr. Tuomas. You, of course, do not engage in the hauling of live- 
stock, fruits, and vegetables—perishables? 

Captain Increrso.y. That is right. 

Mr. Tuomas. Give us your views as to the future of the Corporation. 

Mr. Anprews. Before you get to that, I see you haul grain. 

Captain INGERSOLL. Yes, sir. 

Mr. Anprews. That is one of your big tonnages? 

Captain Incersoiu. That is the biggest single commodity. 

Mr. AnpreEws. You operate between St. Louis and New Orleans? 

Captain Incerso.tu. And many other places. 

Mr. Anprews. Is there a privately owned barge line operating 
between St. Louis and New Orleans, hauling grain? 

Captain Incersouu. For hire? 
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Mr. ANDREWS. Yes, sir. 
Captain IncrerRsoLL. Only one that actually hauls it for hire down 
there. There are a number that could if they wanted to. There 
are two or three private carriers that haul grain that are not for hire. 
Mr. Anprews. How do you come into the picture and get a con- 
tract, we will say, with a shipper? 

Captain IncrersoLit. We are not allowed to contract. We are a 
common carrier. We publish our rates. The shipper uses them if 
he likes and believes it is to his advantage. 

Mr. Anprews. In other words, he has a choice either to use your 
line or to use one that is privately owned? 

Captain INGERSOLL. Yes, sir. 


TRAFFIC PATTERN 





ON RIVER 
Mr. THomas. Has the traffic been about steady over the years 
1950 and 1951, or is it decreasing? What is the general picture? I 
notice in the justification you intimate it would show a slight increase 
in downstream but a decrease in upstream. Is that right? 

Captain IncEeRSsoLL. We get big fluctuations in the traffic pattern. 
We handle more grain and coal now than last year. We handle 
somewhat less sulfur. There are sudden changes. With the steel 
coming in from Europe, we are picking it up, and others drop out. 
Our grand total this year is a little higher than last year. 

Mr. Tuomas. The steel traffic is upstream traffic? 

Captain IncrrRsoLL. Yes, sir. 
JOINT RAIL-BARGE RATES DISPUTE 
Mr. Tuomas. How are you getting along with the railroads in your 
disagreement with them? You all have been in conferences or in the 
courts for how long—about 20 years? 

Mr. Dotan. About 17 years. That has now been settled. 

Mr. Tuomas. What did the Supreme Court decision do to you? 
Bring us up to date on that decision. 

Captain Incrrsoui. The Supreme Court decision affirmed the find- 
ing of the Interstate Commerce Commission which said, in effect, 
that the railroads of the United States should join the water carriers 
generally in establishing joint rail-barge rates on carload quantities 
of freight other than bulk freight to and from various points in the 
Mississippi Valley. Points east of the Alleghenies and west of the 
Rockies were not in litigation. In the Mississippi Valley, the rail- 
roads were asked to join the water carriers in joint rates on carload 
quantities of package freight to and from points on the Mississippi 
generally. Pretty nearly the whole valley is covered by a network 
of rates. 

The whole case was somewhat obsolete, because when it was put 
into litigation a traflie pattern existed which has long since gone. 
Because of that obsolescence, we have been in negotiation with the 
railroads to see whether the railroads will join with us in seeking a 
modification of that order to bring it up to fit the present-day traffic 
pattern. We have not yet reached an understanding with the rail- 
roads. We cannot predict whether we will reach an understanding 
with the railroads. 
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Mr. Tuomas. Just exactly what agreement are you seeking with 
the railroads? 

Captain INGrRsou.. For example, when that case went into litiga- 
tion, there was no navigation up the Missouri River. We are seeking 
to have the pattern extended so that there will be rates via Omaha. 

When the case went into litigation, there was no navigation to 
Houston. We are seeking to have the pattern extended so that there 
will be rates via Houston. 

When that case went into litigation, Peoria was the head of naviga- 
tion on the Ohio River. We are seeking to have it extended to 
Chicago. 

Mr. Yates. Where do you operate in the State of Illinois? 

Captain Incersouu. Our certificate in the State of Illinois is the 
entire length of the Illinois waterway from Chicago to its mouth and 
from Cairo to Dubuque. 


PROPOSED DISPOSAL OF SHIPS TO PRIVATE CONCERNS 


Mr. Yates. I notice in the justification the fact that you have been 
importuned by somebody to dispose of your ships to private concerns. 
Is that true? 

Mr. Trimsue. That is correct. 

Mr. Yates. Has any private person or corporation sought to pur- 
chase your property? 

Mr. Trimsue. During the past 2 years there have been a number 
of inquiries, and more recently there has been a very definite effort 
made by one group in particular to purchase the property. 

Mr. Yares. To purchase the entire system? 

Mr. Trimsie. The entire system. They have submitted their 
age -ee to the Secretary. The matter has been handled by Mr. 

ale, the solicitor, who is here, and he can give you more of the de- 
tails. The secretary has rejected the most recent proposal as not 
being, he considers, in the interest of the Government. 

Mr. Tuomas. Dollars and cents wise, how much was it? 

Mr. Trimsue. Well, you have so many factors. One of the things 
is that the person who gets it has to engage in it as a common carrier, 
has to provide for the rehabilitation of the equipment. And assum- 
ing Congress is going to continue the policy of having an over-all 
water carrier service in the valley, as Captain Ingersoll says, we are 
the only one that takes care of the so-called little fellow and also 
the large fellow and the farmer. The intent of Congress was that 
the Government would stay in there only until private enterprise was 
willing and able to take it over. 

Mr. Yares. Is that a private enterprise? Could you explain that 
point to me a little further? You say you are the only one rendering 
a common carrier service. How does that protect the farmer and 
the little fellow? 

Mr. Trimsie. We haul his products, and the other fellow does not, 
with certain exceptions. As Captain Ingersoll says, we have now 
100 different competitors, and when we develop a pretty lucrative 
type of business, private enterprise can come in and, without any 
certificate from the Interstate Commerce Commission, can make 2 
contract of his own choosing and take the business. Then, when 
things get bad, he can quit. We run the whole year around. 
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Mr. Tuomas. Mr. Andrews just brought out the point that you are 
a common carrier, and when they tender you anything except live- 
stock and fruits and vegetables, you have to haul it. 

Mr. TrimBie. Yes; we have to haul it. 

Mr. Tuomas. The other boys up and down the river are not certi- 
ficated, and they can say ‘‘No; I don’t want your business.”’ 

Mr. Trisuie. That is right. They can pick and choose and take 
the cream, and ours is largely the skimmed milk. 

Mr. AnpreEws. As a matter of fact, if you break it down like that, 
they do not have any competition. 

Mr. Yates. No; because nobody wants to compete with them. In 
other words, you are doomed to an unprofitable operation. 

Mr. Trimsie. I would not say ‘doomed.’ 

Mr. Yates. Well, vou have in the past been doomed to an unprofit- 
able operation, because when you built up a profitable one, according 
to what you just stated, some private carrier came in and underbid 
you and rendered the service until such time as the service proved to 
be unprofitable. 

Mr. TrrmB te. It is not as plain and simple as that. There was a 
time when two private operators built up a very substantial trade in 
the common-carrier business; then there came a time when the ter- 
minal costs grew to be excessive and, instead of spending a lot of addi- 
tional money in handling merchandise, they shifted to another type of 
business. The ICC inthe past 10 days has held that they had to get 
back into that business; at least, they are going to make an attempt to 
get them back. We do not know what the situation will be. 

On the other hand, when you had a war come on, it was more profit- 
able to handle oil than to get into the grain business. That is one of 
the things that causes the ups and downs. But our experience for-the 
last year has indicated, especially in the last 6 months, that we can, 
with modern equipment, put the package business on a profitable basis 
in less-than-bargeload lots. 


PHYSICAL VALUE OF CORPORATIONS ASSETS 


Mr. Yates. What is the physical value of your assets? I did not 
see a balance sheet as I went through your justifications. 

Mr. Dotan. $10,269,148 is the net value of the land, structures, 
and equipment. 

Mr. Puiturps. All that is on the basis of the original appraisal 
when it was turned over to you by the Secretary of War. 

Mr. Yates. What is the book value depreciated? 

Mr. Dotan. Ten million dollars is the value as of June 30, 1950. 

Mr. Yates. Depreciated? 

Mr. Dotan. The depreciated book value. 

Mr. Yares. What is the actual value; what is the appraised value? 
_ Mr. Dotan. Ido not know. The only thing we have had appraised 
is the old assets transferred from the War Department, which they 
said back in 1938 had a commercial value of $1,500,000. That wae 
$12,000,000 of the original capital which totaled $23,600,000. 

Mr. Tuomas. What was the cash offer made to the Secretary of 
Commerce? That is a pretty good test. It may be too low, but it 
will give a pretty good idea. 1at was the cash offer, with the ifs 
and ands, and so forth, attached; how much was the offer? 


314 


Mr. Trimsue. Mr. Hale conducted the negotiations with them. 

Mr. Hae. As you say, the offer has a good many ifs, ands, and 
conditions attached and involved particularly the continuance of the 
service and just how it would be run. 

Mr. Yates. Did the offer envisage an operation such as you have 
at the present time? 

Mr. cams Yes; it did, substantially. 

Mr. THomas. How much was that offer? Is there anything secret 
about it? 

Mr. Trimsie. No. I know the Secretary wants this committee to 
have full knowledge of anything they have submitted. On the other 
hand, it would be up to the committee to determine whether it might 
operate to the disadvantage of a sale of the property if we had some 
other purchaser. 

(After discussion off the record.) 

Mr. Tuomas. What are the net returns per year out of the railroad? 
That is the only part of the property that is paying off, and you have 
a substantial profit there. 

Mr. Dotan. The first 6 months of this fiscal year, to December 31, 
1950, the net income was $324,505. 

Mr. Tuomas. For how many months? 

Mr. Dotan. Six months. 

Mr. THomas. Well, that pays all the cost of the whole line for 9 
years and puts you on top. 

Mr. Hate. It might be helpful to the committee to make a little 
clearer the difference between package freight and bargeload freight. 
There is a very clear and sharp difference. The bargeload freight is 
the profitable one which the private people carry by contract. Pack- 
age freight, on the whole, is not so profitable. Only these other two 
barge lines have ever been in it, and they are getting out of it. 

Mr. Yarrs. Would it be breaking any confidence to ask who made 
the offer? The reason for my question is a desire to know whether 
it is by a railroad which might very well seek to purchase some 
transportation line of this type as ancillary to its other operations. 

Mr. Hate. No; it was not from a railroad. We are precluded by 
statute from selling to a railroad. 

Mr. Yares. That is what I wanted. I am not talking about the 
ins and outs of the offer. 

Mr. Haute. No. That was more related to the difficulties of 
guaranteeing a substantially similar service and making payments. 

Mr. Yates. Has there ever been an appraisal made of your prop- 
erties other than the original appraisal? 

Mr. Trimsuie. I think Captain Ingersoll furnished his own ap- 
praisal for the Byrd committee some 3 or-4 years ago. 

Captain IncEersoLi. The only appraisal besides the original ap- 
praisal I know of was made by the Interstate Commerce Commission 
about 3 years ago. 

Mr. Yates. Was it an actual physical appraisal of that property? 

Captain INGERSOLL. Yes, sir. 

Mr. Yates. What was the over-all value of your property as indi- 
cated by the Interstate Commerce Commission? 

Mr. Trpsuie. That was a confidential report to the President, 
and we are under restrictions not to divulge anything in it. I do 
not think it was the type of appraisal you have in mind. 
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There was an appraisal made by the officials of the Corporation 
some 3 or 4 years ago when an attempt was made to fix the value as 
of a certain date, and I think it was for the Byrd committee. 

I might say, in regard to fixing the value of the property, the mere 
fact that we get into this old figure of 1924 of $1,500,000 kind of 
washes out considerably, because since then the Corporation has 
perhaps purchased between $25 million and $30 million worth of 
equipment, 

Mr. Puiturrs. But you have not replaced any of the old equip- 
ment; you are just depreciating the old equipment. 

Mr. Dotan. We are depreciating as we go along. We built 12 
barges last year, and as we get sufficient cash we will continue to 
replace obsolete equipment. 

I might say I have here a statement of the real property and equip- 
ment of the Corporation as of December 31, which I will be glad to 
leave with you if you would care to look it over. It is detailed by 
the three divisions and shows the original ledger value. 


ADDITIONAL INVENTORY OF CORPORATION 


Mr. Tuomas. What do you have in addition to the 23 boats and 
the 269 barges in your inventory? 

Mr. Dotan. Office equipment, wharf equipment; we have some land 
at Helena and at Port Birmingham, Ala. 

Mr. Tuomas. Of course, you did not put in your short-line railroad. 

Mr. Doan. Yes; everything is in there. 

Mr. Tuomas. What is the latest value of that made by the Com- 
mission? 

Mr. Dotan. We have a depreciated book value of $1,514,000 as of 
December 31 last year. . 

Mr. Tuomas. That has an earning capacity of $300,000 a year. 
It does not take much figuring to know what it is worth. 

Mr. Dotan. I will be glad to leave this with you so that you can 
go into any one of the three segments of the organization. It has the 


individual boats and barges and individual property at the various 
locations listed. 






ProposeD REHABILITATION PROGRAM 


Mr. Yates. Transportation in time of war may become a bottle- 
neck, because of materials shortages. In what condition is your 
Corporation to render transportation service in the event we move 
into a much greater emergency than we are now? 

Captain InGrersou.. We are getting in better condition all the time. 

Mr. Yates. In what better condition should you be than you are 
now; what changes should be made? 

Captain INcERsoLL. It would depend entirely on what goal you 
were trying to accomplish. We have been before half a dozen com- 
mittees in the last 2 or 3 years discussing an over-all rehabilitation 
program. Senator Overton asked me 3 years ago how much it would 
cost to put the Inland Waterways Corporation in tip-top condition 
all at once— instead of spreading it over a length of time, to do it all 
at one time. I said then $18 million. I suspect the answer to that 
question now would be more in the neighborhood of $25 million. 
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But from a practical point of view, that is not a feasible thing to do. 
This property should be rehabilitated, if it is to be rehabilitated, in a 
more gradual fashion. We have at various times in discussing various 
aspects of this thing talked about a $13 million program, a $10 million 
program, and a $7 million program. Right at the moment we are 
engaged in negotiating a $3.5 million program to put in new equipment. 

Our depreciation aceount is $1 million a year. Theoretically, if 
we had been managed for 30 years as I think the Corporation should 
have been managed, $1 million a'year of new construction should 
have been enough to keep us on a level. But two things have hap- 
pened. The cost of replacement has trebled in the last 30 years, and 
replacement was neglected for many years to where we are away 
behind now. If we spent $1 million a year for new equipment, we 
could not begin to keep up with the rate at which our fleet generally 
is going down hill. Just taking a figure out of the air, I would say it 
would take $4 million or $5 million a year of expenditure for new 
equipment to gain a little bit on the average condition of our fleet. 

Last year we spent $1 million for new barges. We bought 12 
new barges having an aggregate capacity of about 15,000 tons. 
The total barge fleet has a capacity of 325,000 tons. The life of a 
barge is 20 vears, and the most of those barges are away over 20 
years old. They are already gone. We should replace 150,000 tons 
of barge space today if we are going to operate efficiently, but that 
would cost 10 times $1 million to do it. 

Mr. Yates. Do you feel there is a definite need for the operation 
of your service as water carriers? 

Captain INGrrso.ii. Lots of shippers think so; others do not. We 
have more customers than all of the other barge lines put together. 
There are about 125 barge lines operating on the river of all sizes, 
shapes, and descriptions. 

Mr. Yates. Are you operating to capacity? 

Captain IncrerRsoLty. We are turning down freight all the time. 
The kind of freight we turn down is the kind of freight other lines 
are happy to handle—bargeload quantities, big consignments. We 
could handle considerably more of the cargoes that we are the only 
one to handle. 

Mr. Yates. Is there need for the expansion of your service? 

Captain Incersouty. That is a question that cannot be answered 
categorically. Unquestionably there is need for expansion of water 
transportation on the river. There is not the slightest shadow of 
doubt of that. The need for water transportation now and in the 
foreseeable future is probably for at least a one-third expansion of the 
facilities available, and the facilities available are a $250 million or 
$300 million fleet altogether among all of the barge lines. So that 
you can readily see, without any exaggeration, that within the next 
2 or 3 or 4 years somebody ought to build $100 million worth of equip- 
ment. 

Mr. Yates. Do you know whether private companies are able to 
undertake that task? 

Captain Incersou.. All of them are able as far as they can get 
the steel. Steel has been frozen as far as the river is concerned for 
several months, and it is just about to get released. 

Mr. Yates. In other words, steel is the bottleneck? 

Captain InGrErRsouv. It is currently. 
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Mr. Yares. Are you making any purchases of additional power 
equipment? . 
. Captain INcreRsoLy. Our greatest need has been for barge space. 
Power equipment, the great bulk of it, is obsolete in that it costs more 
to operate than pew, modern equipment, but it can be made to operate. 
That cannot be said of a lot of our barges. We have equipment that 
should be replaced. Barge spece should be replaced first, and we can 
worry about power later. We can keep on operating as long as we 
have barges. We do not operate as efficiently as we should. We 
operate now a lot of boats that are 30 years old. Nobody else on the 
river has been doing that. The advancements made in the desigr of 
the equipment in the last 30 years are such that nobody would dream 
of operating barges or towboats 30 years old. But it costs a great 
deal of money to replace those old towboats. 

Mr. Yates. What does a new towboat cost? 

Captain INGeRsoLu. Oh, from $250,000 to $600,000, depending on 
the horsepower and the size. 

Mr. Yates. I suppose you would have some difficulty in getting 
those now, too. 

Captain Incersotu. Not as much as barges, because you can get 
more results with less steel with towboats than you can with barges. 


CorPorRATION RATES 


Mr. Purves. Have you ever asked the Commission or whomever 
you would have to ask about raising your rates? 

Captain INGwrsoty. We are adjusting our rates all the time. Not 
a week goes by but what we change our rates. There is a big staff of 
people who do nothing but sit on top of the rate situation. While it 
is not fair to say we charge all the traffic will bear, we do get as much 
as we think we can in propriety. 

Mr. Paiuuirs. What interests me and I think interests this sub- 
committee is that you have a corporation here that is operating in 
the red; you have been able to keep inside your cash balance only by 
not replacing your stock, so that some time ahead, you are done; 
vou have exhausted your assets. 

How did the proposed purchaser think he was going to operate 
your line and do it out of profits when you cannot operate it profitably? 

Mr. Haute. He was planning to put some new money in. 

Mr. Purturps. In addition to the figure you gave? 

Mr. Hae. Yes; and to put in some new and more efficient equip- 
ment. 

Mr. Puinurps. Did he expect to operate at a good profit? 

Mr. Hate. I think so; yes. 

Mr. Puituips. Suppose the United States should buy all of this 
hew equipment; could you operate then at an increased profit, or 
would the increase in equipment get a better offer from a buyer? 

_ Mr. Hae. I think it would do both. As the Secretary has put it 
in making his request for additional money for rehabilitation, I 
think he feels, if he could get new equipment, the line could operate 
profitably and that once it did operate profitably it would be possible 
to find a buyer who would make a really substantial offer for it. But 
! think he does feel it would be very difficult to get a substantial offer 
while the property is in its present condition. 
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Mr. Puiturps. In the eyes of this subcommittee the situation seems 
to be that the additional offer would not be any greater than the 
amount of money we would put in. 

Mr. Hate. I think it might be, in that probably the worst thing 
facing a prospective purchaser is the red ink that has been showing 
over the last 10 years plus the job of pioneering up relatively unex- 
plored rivers like the Missouri. 

Mr. Puruures. So we face three alternatives. We face the alter- 
native of putting in a lot of money and making it possible for you to 
make more profit and make a better showing and then sell for a better 
price, which is a doubtful prospect to the subcommittee; then we face 
the hope of somebody buying it and then putting money in and taking 
all the chances; or we face what seems to me to be the situation which 
this committee now has faced for the 4 or 5 years I have been on it, 
that is, of just letting it peter out until you have exhausted all of your 
assets and you are done. 

Mr. Hare. The Secretary’s present intention, in the light of the in- 
ability to get sufficient new appropriations for really substantial re- 
habilitation and in the light of what he considers the unsatisfactory 
nature of the offers that have been received, is to go in and do his best 
to operate at a profit with the equipment he now has and can get with 
the money he has available. 

Mr. Puiuurpes. You say that you are presently getting about all the 
traffic will bear, so that neither vou nor the new purchaser could in- 
crease the rates very much. And you say you are compelled by the 
contract you have to carry a type of commerce that is not the most 
profitable type. 

Mr. Hate. It is not the most profitable type of business but our 
feeling is that, with efficient equipment, that type of business could 
be profitable even though not as highly profitable as the other type 
of business. 


EstTIMATE SUBMITTED TO BuREAU OF BUDGET 


Mr. Puiuures. For how much did you ask the Bureau of the Budget? 

Mr. Dotan. Over-all, for expenses in 1952, $12,400,000. 

Mr. Putiurrs. How much did they allow you? 

Mr. Dotan. That is the operating expense. It includes no new 
money. 

Mr. Puitups. You have a peculiar situation as 1 remember it. 
You come to us under your statute, and you justify and get money 
out of your own funds, for your administrative expenses. 

Mr. Dotan. Exactly. 

Mr. Puiuurps. Which next year is a reduction of $60,000 as com- 
pared with what you asked for last year. 

Mr. Dotan. That is right. 

Mr. Patties. And you have no carry-over from the year before? 

Mr. Dotan. No, sir. 

Mr. Puitups. Then you turn around without asking us for any 
authorization, as I recall, and spend about $3 million, also out of your 
own funds. 

Mr. Dotan. Are you referring just to the capital expenditures? 

Mr. Pui.ups. I mean operating expenses. You do not justify that 
to us. 
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Mr. Dotan. Yes, sir; it is included in the budget. 

Mr. Puiturres. But you do not have to under the statute. 

Mr. Dotan. Not under the statute; no, sir. That runs $10,430,000. 

Mr. Puruures. You justify about $500,000, and you do not justify 
the $10 million. 

Mr. TrimsB_ie. We try to justify it. 

Mr. Puiuures. But you do not have to under the statute. 

Mr. Trims.e. Secretary Sawyer wants it operated according to 
the law of Congress. This is a creature of Congress, and he wants 
us, if there is any question about anything we are doing that you 
gentlemen do not think is right, to have you tell us about it, whether 
you do include it in your appropriation or authorization, or not. 


CONTRACT FOR NEW BARGES 


I would like to add this, that the Secretary has made, as governor 
of the corporation, a contract covering 14 barges of $1,246,000 which 
will come out of this $2,100,000 plus of what we have in the Treasury. 
In addition, there is an option in that contract to treble the number of 
barges with some reduction in the price, and the Secretary told the 
Interstate Commerce Committee of the House he was considering 
trebling that number even though it might run over 2 or 3 years to do 
it. 

Mr. Puiuurrs. And paying for it out of what funds? 

Mr. Trimsue. Paying for it out of depreciation, because he felt 
these new barges, both from the point of view of the national defense 
and also from the point of view of cutting the operating expense, would 
justify it. One question he wanted to consider was that he did not 
want to run out of cash. Under the statute creating the corporation, 
we are also authorized to make commitments to borrow money pro- 
vided the borrowing does not exceed one-fourth of the value of the 
assets, and the Secretary is very definitely considering the idea that 
possibly we might do that, if steel is available and if we find, as our 
investigation indicates is the case, that we can pay for it over a period 
of years out of depreciation. 

Mr. Putuuips. He expects the war to increase your business? 

Mr. Trimsie. There is no question but what the war activities 
will do that. In addition to that, there are certain things thay may 
happen where inland waterways transportation will be indispensable. 

Mr. Puiuurps. You are now a defense agency? 

Mr. Trimsuie. The Inland Waterways Corporation is not a defense 
agency, but we have several units in the Department that are classified 
as defense agencies for certain purposes. 

Mr. Puiuurrs. Mr. Chairman, there used to be a joke in Hollywood 
that certain people were living on the interest from their debts, but 
the Inland Waterways Corporation is the only corporation I have ever 
seen that could do it practically. 


FINANCING OF NEW EQUIPMENT 


Mr. Yates. As I have listened to the testimony, you seem to be in 
a fairly anomalous position. You are trying to run the business 
apparently as a private corporation would on a profit-and-loss basis; 
yet you cannot refinance new equipment as a private agency can. 
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Could you obtain new equipment through an equipment trust, per- 
haps, or some manner of that type, as a private agency could? Have 
you ever resorted to a borrowing policy? 

Mr. Trisie. We have never borrowed for the purchase of equip- 
ment. In the early stages of the Corporation, they did borrow money 
to meet payrolls. 

This is what the Secretary has in mind. If he feels satisfied that 
there will be enough cash out of depreciation or from other sources to 
meet these commitments, he will treble the amount of barges pur- 
chased and pay the cost in that way. But we have to keep some 
money to meet payrolls as you can‘get hit awfully hard in 2 or 3 
months’ time. Last year for the first 6 months I think we were about 
$20,000 in the black; the next 6 months we were $780,000 in the red. 
It is a thing that varies. And you will recall the chart we brought up 
here showing loadings and earnings looks like a seismograph.- In- 
come is pretty hard to anticipate. 

Two or three years ago the advisory board met and decided they 
would have to embargo certain less-than-carload lots to certain ports, 
which they did, to keep from tying up at the bank before Congress 
could meet in January. This was done in the latter part of June. I 
think that was one of the best 6 months we ever had. But then 
things changed all at once. There are so many things that happen— 
floods, the foreign situation, embargoes on freight cars—that it is 
difficult to predict. 

Mr. Yarrs. Do you believe if you got new equipment you could 
have a profitable operation? 

Mr. Trimsue. Several years ago Captain Ingersoll and I worked 
out a projection. We figured with an expenditure of some 10 
million dollars or 12 million dollars at that time we would have a re- 
turn of between 15 and 20 percent on our investment in new equip- 
ment and still carry on the over-all situation. 

Mr. Yates. Does that estimate of yours still prevail today? 

Mr. Triusue. It has probably changed. We have not figured it, 
but we are working on this integrated tow, and it has pretty well 
checked out. Of course, right now Diesel oil has gone up consider- 
ably. There are so many factors. It costs us more for Diesel oil 
today than it does for crew wages. It used to be the opposite. There 
are just so manv factors that come into it. 

Mr. Yares. Have those factors you just described influenced you 
to make any change in the opinion you had that it would be a profit- 
able operation? 

Mr. Trrmsie. No. I think, considering everything, we can put 
it on a profitable basis. I am reinforced in that opinion by the fact 
that these businessmen have come in with an offer to purchase this 
line, and they would not have made it unless their surveys indicated 
it would be profitable to them. 

Mr. Anprews. Did you buy any equipment from the War Assets 
Administration; did you buy any barges? 

Mr. Trimpie. We bought 32 back in 1946, I believe it was, of the 
surplus barges. 

Mr. Anprews. Are they still in good condition? 

Mr. Trimsie. Yes, sir. They are in better condition because we 
are putting tops on them—steel hatch covers. 

Mr. Anprews. Do they have any more barges? 


Sic habab didi RN Ota a oe Mahia Sb tea he 


























hit ue aie 


Bonne Dike sania) 





Bre apt 















cated heer hes 


Se cl aD Ot rca se Pah SE Sea Wiese AD sha Desh Rs 











321 


Mr. Dotan. We obtained the last 32 barges available. 

Mr. Tuomas. It was a good buy, too; was it not? 

Mr. Dotan. Yes, sir. 

Mr. Tuomas. The replacement value of those barges is exactly 700 
percent more than you paid for them. 

Mr. Dotan. I have some figures here for the first 6 months. We 
had planned to change the first 9 pages of the statement before you—— 

Mr. Tuomas. Give that to the reporter. 

(The information is as follows: ) 


Comparative operating results first half, fiscal years 1950 and 1951 





Increase 





| 6 months, 6 mouths, (1) oe ie 

1961 990 | crease (—) 
Operating income Se i ee ral Gi eee ; $5, 863, 347 $4, 933, 243 $930, 104 
Nonoperating income Filiowan catenoe Go ardiatouderioes 5, 000 5, 313 —313 
— nm | rere 
Total income 5, 868, 347 4, 938, 556 929, 791 
Operating expense ae eo pede aces ; alaeaihi 5, 504, 008 | 4, 913, 931 590, 077 
Nonoperating expense ~ ee la 2g \ 8, 561 5, 350 3, 211 





EEE Spee antares 


4,919, 281 | 











Net income 
sf LR ae epee te Se oe 4, 654, 846 | 694, 433 
I 5s oo Lene cuemccanuan 4, 730, 413 | 587, 593 
Waterline net income.._......................- —75, 567 | 106, 840 
Railroad income epee Seas peg 519, 068 | 283, 710 | 
SS aia geri Bet : vt 194, 563 | 188, 868 | 
Railroad net income -..................--- anata denial 324, 505 | 94, 842 
Total net income é 355, 778 | 19, 275 | 
Tonnage delivered: | 
Waterline _...__-- natin ite bp ich easumniaed snsigteael WE 1, 516, 737 | 1, 336, 877 | 179, 860 
ak eg RN St | 848, 716 | 475, 087 | 373, 629 
Nha aint yyacdadiets keekhcawamuian beer ee nae en | 


2, 365, 453 1, 811, 964 553, 489 


JURISDICTION OF INTERSTATE CoMMERCE Commission Over Corpo- 
RATION’S COMPETITORS 


Mr. Tuomas. Just what is the jurisdiction of the Interstate Com- 
merce Commission over the operations of your 124 competitors? 
Does their jurisdiction attach when thev go into interstate commerce, 
and so long as they operate in the confines of any of the particular 
States does the Interstate Commerce Commission have jurisdiction 
over them? 

Mr. Trimpie. Let Mr. Oliphant answer that, Mr. Chairman. 

Mr. THomas. What about that? 

Mr. Ourepnant. Under part III of the Interstate Commerce Act, it 
attaches to the operation the minute they go into the business of hav- 
ing traffic not only in interstate traffic, but all traffic except what they 
term the buik exempt traffic, such commodities as liquid petroleum 
and those products which require special tank cars, or any liquid 
product which requires special equipment in which to transport it. 

In addition to that it is any bulk commodity, a commodity not 
subject to count. They may handle not more than three bulk- 
exempt commodities in one haul without needing a certificate. 
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Mr. Tuomas. As a matter of fact, the Commission has jurisdiction 
if it wants to exercise it over every boat that gets on the river. 

Mr. OurpeHant. No, sir. 

Mr. Tuomas. Is the jurisdiction limited by statute, or by its own 
orders? 

Mr. Ovrenant. Not until they go into considering the traffic of 
package freight. Any traffic subject to count is subject to the 
Commission’s jurisdiction. 

Mr. Tuomas. Why should an oil barge be exempt from the juris- 
diction of the Commission? 

Mr. InceErsouu. That is the law. 

Mr. OuipHant. What is that? 

Mr. THomas. What is the good sense of exempting an oil barge 
from the jurisdiction? 

Mr. OurpHant. Frankly my own opinion is that none of the traffic 
should be exempted. It should all be regulated, because you would 
then have a better rate structure. Exempting traffic permits a 
carrier to charge any rate without publication. 

Mr. Tuomas. There is no rhyme nor reason behind the law. 

Mr. Purtuures. Originally most of them were privately owned; was 
that not the basis of the exemption? They carried their own com- 
modities exclusively. 

Mr. Incersouu. The history of the exemption is as follows: All 
water transportation was exempt until 1940. It was proposed at that 
time to bring in all water transportation. 

Mr. Tuomas. That is when the Interstate Commerce Commission 
took jurisdiction? 

Mr. Incrersoutu. They were given jurisdiction by the Transporta- 
tion Act of 1940, but the oil companies and the oil transporters on 
the rivers and lakes lobbied against it. So did the steel and iron ore 
companies, on the Great Lakes, and companies that hauled on the 
lakes and rivers. In an effort to get some legislation through a 
compromise was put in which exempted petroleum, iron ore, coal 
traffic, and all bulk traffic which, if you include the Great Lakes, is 
98 percent. 

Mr. THomas. Which in total tonnage, as I was about to say, is 
about 95 percent. 

Mr. Anprews. All it applies to is those little packages. 

Mr. Incersouu. That is right. 

Mr. Anprews. Little packages to water transportation is the same 
as less than carload lots to the railways. 

Mr. InGersout. It also includes barge load traffic in steel. That 
is regulated. 

Mr. Tuomas. Barge load? 

Mr. Incerso.tu. Barge load or any commodity, which is subject to 
package. 

Mr. OrrpHant. The barge load shipment of grain is not subject 
to it, unless you include them in with merchandise. Then the grain 
becomes subject to the Commission. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Gentlemen, we thank you very much. 
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Tuurspay, Ferruary 22, 1951. 


SUBVERSIVE ACTIVITIES CONTROL BOARD 
WITNESSES 


SETH W. RICHARDSON, CHAIRMAN 
JAMES J. RIORDAN, ACTING BUDGET OFFICER 


Funds available for obligation 


Pree aOn. OT ONIN SOU os oe ca as ows ses ola bene oce $620, 000 


Obligations by objects 





Object classification | 1950 actual | 1951 estimate | 1952 estimate 





Total number of permanent positions. ..__.._- 


Average number of all employees_._..-........-.-.-----------]} EietooRes. eC TOERI RSS 75 
Ch Perens Oar ee. 5 ik css pe A ae Ae oe we Cea $430, 167 
Ue Ns Soe on Ra wine ieee al ts 27, 333 
03. Transportation of things...............-.....- BTA X SoA z AE BREE OES 2, 000 
04 Communication services..._.......__- nee REE BAF. ¢ ; | hoe oe aniicek Stead 5, 000 
05. Rents and utility serviees.............................- fa os } 5, 000 
06 Printing and reproduction_......___- > ya oe oil | 20, 000 
7 Other contractual services. _..................-- dot ond tes te oe ‘ ‘ 105, 000 
08 Supplies and materials_..........._- ped ona a : ee Ba } 5, 500 

be Fa IR EPA SI ERS Rae eu nai SESE, SEAS | 20, 000 





SNL EES EE RELA, CETL, Se RE RS, NRE eter eee Ss 620, 000 














1, Adjudication of cases....................- 
2. Legal activities ok IRA AAR ere 
3. Administrative services.............-.- ens 


$424, 092 
83, 385 


112, 523 


Description | 1950 actual | 1951 estimate | 1952 estimate 
! 








Kbhcinkwentetedenss are . a tecehdn anes 620, 0CO 


Total obligations....__._- 









Mr. THomas. Gentlemen, will the committee pleace come to order? 

We have the Subversive Activities Control Board before us. We 
have the pleasure of having with us our very distinguished friend, 
Mr. Seth Richardson, the Chairman; and his very able budget officer, 
Mr. James Riordan. 

Mr. Chairman, if you have a statement we would be glad to hear 
from you. 

Mr. RicHarpson. May I inquire, Mr. Chairman, whether you 
have the advantage at the time of using the statement which was 
made to you as chairman of the committee in December that con- 
sidered the appropriation under which we are now operating? 

Mr. Tuomas. I do not believe I quite understand. 

Mr. RicHarpson. What I am after is this: I do not want to repeat, 
unless you think it is necessary for our present record, what I said 
at that time. 

Mr. Tuomas. Yes, I remember your statement. You use your 
own judgment. Give us a good, full explanation. 
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GENERAL STATEMENT 


Mr. Ricnarpson. Let me give you a picture of it. It is a very 
peculiar situation. 

If 1 can make you understand the situation I should like very much 
to have your own experienced judgment on how it should be handled 
on the basis of appropriations. 


CHARACTER OF BOARD 


If you will contemplate at the outset that the Subversive Board is 
of the same character as the SEC Board, the CAB Board, the Labor 
Relations Board, the Federal Trade Commission, and all other similar 
boards, you will get an idea of the organization sheet which you have 
before you, which was built by myself and Mr. Brassor as a method 
of putting this Board into operation under a given machinery. 

Up to that point there is not any difference between any of these 
boards. A board is appointed. It has to have the necessary staff 
and function. It holds hearings. It makes decisions. Appeals are 
taken. Eventually the decision is either approved or disapproved. 
At the end of it an order of the Board stands to effectuate the purpose 
of the statute appointing the Board. It is just the same with this 
Board as with the Federal Trade Commission. 

I remember a Member saying that we were building here a new 
bureau disconnected with any other bureau, all on its own. 

The act provides—the section of the act which we are under, section 
1 of the act, which is divided into four independent sections, the 
first section being that of registration; the second section being the 
amendment of certain criminal statutes on espionage; the third section 
the immigration law; and the fourth section being various systems of 
detention camps—the only section we are concerned with, and for 
which the appropriation is asked, is the first section, registration of 
organizations which are characterized as Communist-action or Com- 
munist-front organizations. The statute defines what they are and 
suggests certain tests for determining their existence and clothes the 
Board with authority to reach an ultimate determination as to whether 
a particular organization comes within the designation of the statute 
or not. 

Again, up to that point the whole picture is exceedingly simple. 


POWER OF THE BOARD 


The Board has no power to initiate any proceedings. It has no 
power whatever to investigate any situation. I have received dozens 
of letters calling my attention to bad situations and asking the Board 
to investigate. Of course, we cannot. Our sole duty is to receive 
from the Attorney General complaints that he sees fit to make against 
an organization. If he does not make any we have utterly nothing 
todo. If he makes 1 ,000 complaints we have plenty to do. 


REGISTRATION OF SUBVERSIVE ORGANIZATIONS 


Now, there is this feature that you must keep in mind: This act 
contemplates the registration of subversive organizations. The 
Attorney General cer tified to me when I was Chairman of the Loyalty 
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Review Board, some 130 organizations in the United States which he 
asserted were Communist-front organizations, membership in which 
would be evidence of disloyalty to be considered by the Board in the 
release of employees. Those 130 organizations were identified in a 
list which was promulgated by me and has been published in the papers 
: and is well known. 

4 Underlying all those 130 organizations is the Conimunist Party. 
. The Communist Party is the spring, if you can put it that way, which 
furnishes all the water for these Communist splinter parties. 

So you have a situation where if the Communist Party is not subject 
to registration under the act no party that derives its activities through 
the Communist Party can be required to register, because you first 
have to show that the Communist Party itself is evil before the other 
splinter parties become evil because of association with the Commu- 
nist Party. 

That was posed to the Attorney General just as soon as this act 
was passed, and he solved it in this way. He said: “I must institute 
a proceeding against the Communist Party to require them and their 
members to register under this act. Until that proceeding is deter- 
mined, I have no basis on which I can proceed against C, D, E, and 
F organizations, because I would be stopped right in the middle 
because I have not established anything with reference to the mother 
party.” ; 

Here is what I am driving at: When we appeared before you in 
December we had about 20 employees. We have about that number 
now, or possibly a couple more. There has been a very rigorous effort 
on my part to see to it that there was no swelling of the membership 
of this Board beyond the duties that fell upon the Board. 


PETITION FILED AGAINST COMMUNIST PARTY 


The Attorney General filed a petition against the Communist Party 
e last November. Within the proper time we were met with motions 
ig for continuances in order to secure counsel and in order to prepare 
additional basic motions. We modified those petitions, held hearings 
on them, and those hearings were held, I think, about the Ist of 
January. Thereafter time was fixed in which the Communist Party 
should answer, with various Board steps in the meantime. 

You can see that the only staff that there was was the Board 
machinery itself, the five members of the Board and their secretaries 
and the staff in the administrative offices that had to do with the filing 
of the papers and all the rest. 

That remained static, because we were simply considering the 
) ; routine of getting this first petition of the Attorney General in shape. 

That ran into January, and the time for the final putting in of an 
answer by the Communist Party, after the motions had all been 


eres e 


) : denied, was about the 20th or the 25th of January. We were met at 
; that time with a major proceeding in the district court here in the 
4 District asking, first, for a preliminary injunction against the Board 
: to freeze it while the court determined the validity of the constitu- 


tional attack on the McCarran Act. 

In order to get such a freezing order under the law you have to have 
it done by a three-judge court. So the Communist Party lawyers 
applied to Judge Pine of the district court to cause a three-judge court 
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to be appointed, and, of course, under the statute they were entitled 
to it. Then they got the three-judge court, and that three-judge 
court heard the preliminary injunction, and last Thursday argument 
lasted all day long. 

That raised very serious questions with reference to the validity of 
this act. I do not need to repeat them, because you remember in 
connection with the veto there was a constant hullabaloo of attack 
on the law, and support of the law. 

The action of the three-judge court was first on the application for 
the temporary injunction. If that temporary injunction would issue 
it would freeze the Board’s activity. We would sit there with a fish- 
line and no hook on the fishline There will be no necessity during 
that time to change our personnel at all. It stays static. 

If the court denies the motion for a temporary injunction then we 
are faced with another eventuality, and that is that under the law 
they would be entitled to appeal to the Supreme Court of the United 
States for their temporary injunction. In that event either the three- 
judge court or a Justice of the Supreme Court could issue a temporary 
restraining order which might hold this Board right in status quo. 
You see that if we were so held, that stay would continue until the 
Court lifted it. We have no way of knowing whether it would be for 
10 days or 100 days. It would be up to the Court. 

On the other hand, if this application for a temporary injunction is 
denied—as I think it will be, because I am satisfied that the law is 
with the act—then our disposition will be not to wait for a determina- 
tion in the Supreme Court, unless we were met with a second order by 
either the Supreme Gourt Justice or the three-judge court holding 
our hands. 

The Communist Party is urging very vigorously that that be done, 
because they say, ‘Why require us to go into a hearing that will 
last months, with a great deal of expense, when right on its face this 
act is a bad act and should be so held?” 

If we proceed to have a hearing in this case, it will come, I should 
say, the latter part of March, because we would have to consult with 
the Department of Justice to see when they would be ready to put in 
their witnesses, and so forth. The moment that case starts we would 
have some addition to our staff. Each member of the Board has an 
employee to take care of the transcripts, as they come in, and they 
would undoubtedly be put in. 

I should say we would have an addition to our staff of maybe 8 or 
10 members, which would hold it at about 30 te 35 members while 
that hearing was going on. 


NEED FOR TRIAL EXAMINERS 


Bear in mind, you will find in the request for the appropriation 
here a large sum of money, some $300,000, asked for trial examiners. 
The whole theory of the act and of all of these boards is that the evi- 
dence will be taken by trial examiners. 

Now, we have concluded on the Board that this first case will be 
heard by a panel of the Board. The importance of the case is such, 
and the like, that the Board has determined that I am to appoint a 
panel of the Board to hear this case. 

For the guidance of that panel—because the panel is without experi- 
ence as trial examiners—we are going to add to the staff a skilled, ex- 
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perienced trial examiner in an advisory capacity. Now, that will carry 
on, gentlemen, so far as the Board is concerned, as long as the only 
proceeding before us is the proceeding against the Communist Party, 
in which case the full $600,000 appropriation that we ask for the fiscal 
year commencing July 1, 1951, would not be necessary, because we will 
have no trial examiners, and they represent $350,000 worth of people. 

Now, on the other hand, we are entirely subject to the power of the 
Attorney General. If, for instance, the Communist Party should come 
in and say, ‘‘We tried out this issue in New York; we tried it out in 
San Francisco; we had our trouble for our pains. We lost it. We think 
our legal points are good. We will not put in any particular factual 
case on this hearmg. We will let the factual case go by default and 
stand on our constitutional points.”’ If that happened, we may finish 
this hearing in a month. 


REVIEW OF CASES BY COURTS OF APPEALS 


When we get through with the hearing we will make our decision, 
and our hands are clear. Then they have 60 days under the act to 
appeal to the court of appeals. 

The court of appeals must review the whole case. They are 
sweating blood at this time, because the act says they shall act on the 
preponderance of the evidence, and they do not know how they can do 
that, not having seen the witnesses, but that is their trouble and not 
mine. 

Mr. Tuomas. You mean the act makes that decision? 

Mr. Ricuarpson. Yes. 

Mr. Tuomas. Gives the appellate court that duty? 

Mr. Ricuarpson. Yes; and requires them to decide on the pre- 
ponderance of the evidence. 

Mr. Tuomas. That is peculiar. 

Mr. Ricwarpson. If the preponderance of the evidence supports 
the decision of the Board then the court must follow it, but in order to 
determine that they have to examine the testimony, and the chief 
justice told me he did not think they could legally pass on the pre- 
ponderance of the evidence without having seen the witnesses. 

Mr. Yates. May I interject? Is this a departure from the usual 
rule of administrative law which would bind the reviewing court to 
questions of fact decided by the administrative agency? 

Mr. Ricnarpson. Yes; I think it is. I think the usual rule, sir, is 
that on appeal if there is substantial evidence supporting the decision 
below it will not be interfered with. 

Mr. Yates. I believe so. 

Mr. Ricuarpson. But they have gone further here. 

They have 60 days in which to appeal. That simply would mean 
that on the sixtieth day they would file their appeal papers. The good 
Lord only knows when the court of appeals would get around first to 
hear it and next to decide it. 

The brief filed by the Communist Party is 150 pages on this con- 
stitutional issue. 

Let us suppose that the court of appeals takes a couple of months to 
decide the case. That is 4 months. After they decide, they have 
60 days to ask for certiorari, or to appeal to the Supreme Court. 
There is another 2 months. It would have to come up in the regular 
term, and it might take the Supreme Court 2 or 3 months before they 
got rid of it. 
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It is quite possible, gentlemen, that during the whole fiscal year of 
1952 this Board will be occupied with handling this one case against 
the Communist Party, in which case the twenty-odd employees I 
referred to should be enough to enable the Board to function fully and 
take care of that case. However, the moment the Attorney General 
concludes that he wants to file a bunch of additional petitions we must 
then be right on the job to furnish the necessary staff to take care of 
these other petitions. 

Some of those petitions undoubtedly would be heard on the Pacific 
coast. Some of them would be heard in New York, and possibly 
some would be heard in Chicago, depending entirely upon the con- 
venience of the witnesses, and so forth. That represents the travel 
items, and the rent item—for hearing rooms outside of Washington 
and so forth—which appears in this budget. It is possible that none 
of that might come up during this fiscal year. 

Mr. THomas. You mean fiscal year 1952, Judge? 

Mr. Ricnarpson. Yes. 

If the Attorney General, let us say, should file 25 petitions—mind 
you, he has 130 organizations which he has notified me heretofore are 
subversive organizations—if he picks 25 of them and files 25 petitions 
we then would have to have 2 trial examiners in each*one of those 
cases, which would be 50 trial examiners right off the bat. 

Mr. Yatrres. Why two trial examiners? 

Mr. Ricnarpson. For this reason: These are important hearings. 
They last some time. If anything happened to one trial examiner— 
if he got sick or got run over or had to quit for some reason—you 
would have to go back and try the case all over again. The practice 
among the boards in important cases is to have two trial examiners, 
and then one supplements the other. 

My own feeling is that the pending hearing we have ought to be 
conducted by two or three competent trial examiners, but the Board 
members felt they wanted to handle it, and they are going to do it. 

What I want to make clear is that there is not the slightest intention 
on my part, so long as I am with the Board—and God knows how 
long that will. be—to increase our membership on this staff unless 
there is an increase in the petitions filed by the Attorney General. 
Then the increase will be in proportion to the number of cases which 
the Attorney General files. That would mean that if he filed no new 
cases during the coming fiscal year there would be only the expense 
of these twenty-odd employees that we have now during that year. 

To me it is a rather novel situation. There is no way that we have, 
as a board, of knowing when the cut-off date will come when we will 
need more employees, but when we need them we will need them right 
away. One of our great difficulties is that if we want to get expe- 
rienced trial examiners we have to be in a position to assure them that 
we will have the money with which to hire them. 

Our request is that we get this appropriation on the basis of the 
broadened expense which we may be up against, with a very distinct 
understanding on the record that none of it will be used unless there 
is to be an increase in our staff beyond the present. 

You have us an appropriation in December, in addition to what 
we got from the President, of $175,000. Following the practice which 
I have said, a considerable portion of that appropriation has not 
been used and will not be used and will lapse. 
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PRESIDENT’S FUNDS TRANSFERRED TO BOARD 


Mr. Pxaiturres. How much did you get from the President? 

Mr. Ricuarpson. $60,000. If there is any way of solving it, with 
your own experienced attention to these matters, of course, it is 
entirely satisfactory to us. The only thing I do not want is to be 
faced with the necessity of getting additional people on this staff 
and having no money with which to get them. 

Mr. Tuomas. Judge, we realize the position you are in and your 
exposition has been very much to the point and very helpful. You 
have made it doubly clear what your fiscal problem is. Which way 
it might turn ultimately is out of your hands. You have no control 
over it. Certainly you are faced with the alternative of either having 
far too much money or not having nearly enough money. 

Mr. Ricuarpson. That is right. 

Mr. Tuomas. We are not going to tie your hands. We are going 
to try to help you carry on your job. 


DeraiLt oF PERSONAL SERVICES 


Mr. Reporter, we shall insert in the record at this point pages 5, 6, 
and 7 of the justifications. 
(The documents are as follows:) 


Salaries and expenses, Subversive Activities Control Board 





l j woe 
| Actual, 1950 \Estimate, 1951| Estimate, 1952 


Detail of personal services | | } | 
Num-} Total |Num-; Total Num-| Total 
| ber | salary | ber | salary | ber | salary 











| 
Departmental: | | ‘ 
a eae $12,500 | 1 | $12,500 
Board member __- ke a 50, j | 50,000 
General schedule grades: 
Grade 15. Range $10,000 to $11,000: | | 
Chief hearing examiner aa (Bene , i 10, 000 
Executive secretary and chief clerk _.............}....--|_..-...-] 5 | | 10,000 
General counsel __ 5 vane 0, 10, 000 
Hearing examiner... .____- | | | 6 0, | 6 | 60,000 
Grade 14. Range $8,000 to $9,000: 
Assistant general counsel ay ee CE Pt 7 7, 600 
Research director ABGEX EWS 3 | 8,800 
Hearing examiner hr ‘ 1 114, 400 
Grade 13. Range $7,600 to $8,600: | | 
Attorney Fe , PEE acer EE e 15, 200 
Public relations officer } 7, 600 
Research assistant_........._-- 15, 200 
Hearing examiner LES 68, 400 
Grade 12. Range $6,400 to $7,400: 
Chief of section... __._- Me 


| 
| 
| 
| 
} 
| 


6, 400 
), 400 


Personne! officer_____ 
Grede 11. Range $5,400 to $6,400: 
Chief of section ; roan, Gen ray Fel b | 
Grade 9. Range $4,600 to $5,400: | 
| 


_ 


5, 400 


Assistant to Board members_.......--....-.-- 
Recording secretary..............-.--- 
Supervising docket clerk si 
Grade 7. Range $3,825 to $4,575...........__- 
Grade 5. Range $3,100 to $3,850 


23, 000 
, 600 

, 600 

22, 950 
3, 700 
8, 625 
13, 250 


4, 600 

4, 600 | 
22, 950 | 
37, 200 


— 
BWwWNARR OH 


Grade 4. Range $2,875 to $3,355 5, 750 | 
Grade 3. Range $2,650 to $3,130 ; ; 13, 250 
Crafts, protective and custodial service: | 


nes Sameer 


2, 450 
2, 252 


4, 240 


Grade 4. Range $2,450 to $2,930__............._.-- ; 2, 450 1 
Grade 3. Range $2,252 to $2,732. _...............-.- 2, 252 1 
Grade 2. Range $2,120 to $2,540 





4,240 | 2 


| 
\ 


| 


=| nee 





1340,192 | 99 | 587,567 


Total permanent 
.5 |221, 485 | 24.5 | 157, 400 


Deduct lapses...........-- a OE SS POMP SIAS IGA SESS | AGRA RINE WERERIEDK |” 


on 


w 





Net permanent, departmental (average number, net | | 
| SERRE Sk ESA AS ae eS a ESTE A SE Re Posi abies ere ae | 25.5 |118, 707 | 
All personal services |118, 707 | 
' 
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POSITIONS FOR 1952 


Mr. Tuomas. You want 99 positions for the fiscal year 1952, based 
upon the contingencies that you have so very ably outlined. 

You started to operate about 60 days ago, which gives you a total 
of about 8 months of 1951. You received $60,000 from the emer- 
gency fund and_$175,000,from appropriated funds. 


Oruer Oxpsects oF EXPENSE 


You have a good many items of “Other objects” here. 

For travel you have $27,333. 

Your big item is “Other contractual services,” which is made up 
of reporting service. What part of that $105,000 goes for reporting 
service; practically all of it? 

Mr. Rrorpan. All of it, sir; the entire amount. 

Mr. Tuomas. The communications service is $5,000. 

You have purchase of equipment here for $20,000. You have to 
have your office set up. 

How much was given in your 1951 budget for equipment; do you 
recall, Judge? 

Mr. Rrorpan. For equipment I can tell you how much we have 
spent to date; $36,272.38 I doubt if we will spend much more than 
that this year. 

Mr. THomas. How much were you given in 1951? Your tables 
do not show that. 

Mr. Rrorpan. It was not broken down by item. It was a lump- 
sum appropriation. 

Mr. Ricuarpson. As I understand it, Mr. Riordan, this equipment 
charged is for new employees that might come in. 

Mr. Rrorpan. That is right. 


SUBVERSIVE ORGANIZATIONS AND MEMBERS 


Mr. Tuomas. It might be noted here for the record that the 
Attorney General has listed on his subversive list of organizations 
a total of 160 organizations, and the judge estimates here that there 
are possibly 50,000 individual Communists in the United States. Is 
that reasonably accurate? 

Mr. Ricuarpson. Well, it is the figure, Mr. Chairman, that Mr. 
Hoover used, and which the Attorney General has used. I have no 
knowledge. 

Mr. Tuomas. It is the best available information? 

Mr. Ricnarpson. I should think that would not be an understate- 
ment at all. 

OTHER OBJECTS OF EXPENSE, 1951 


Mr. Tuomas. In your 1951 justification you had equipment, 
$40,000; printing and reproduction, $20,000. 

How much of that $20,000 will you spend for printing and reproduc- 
tion as of today? Of course, up to now you have had very little oc- 
casion to use the printing and binding. 

Mr. Riorpan. So far the Board has spent $137.50 for printing, and 
that was for printing the Rules of Practice. 
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Mr. Tuomas. What about the other contractual services for 1951, 
$26,293? 

Mr. Riorpan. There has been no bill submitted for that yet. I 
think the Board has had only one hearing, and we do not have the bill 
yet. That would be for stenographic reporting. 

Mr. Puiuuirs. Is that the only item in the contractual services? 

Mr. Riorpan. That is right. 

Mr. Tuomas. What about travel? 

Mr. Rrorpan. No travel expenses have been incurred so far 
this year. 

Mr. THomas. Judge, you are the most economical operator we have 
had the pleasure of seeing in a long time. Mr. Yates? 

































COMPLAINANT ACTION 





Mr. Yates. Judge, you make reference to the fact that your 
agency will wait until actions are filed by the Attorney General. May 
not there be other complainants before your agency than the 
Attorney General? 

Mr. Ricuarpson. My understanding of it is that the act pivots on 
the filing by the Attorney General. I do not think there is any power 
or right on the part of any other organization to file a petition before 
this Board. 

Mr. Yates. In other words, in the event that any individual or any 
group believes a hearing is warranted because of alleged subversive 
activities of any organization it must make the application to the 
Attorney General and he in turn will bring the case to your attention. 

Mr. Ricuarpson. That is correct. That is my understanding of it. 
And you must keep clearly in mind that all the investigations and all 
the prosecutions fall entirely on the Attorney General. 


SUBPENA POWER 





Mr. Yates. Does your agency have the power to issue subpenas 
for persons and property? 
Mr. Ricuarpson. Yes. 
Mr. Yates. In that respect it differs from the Loyalty Review 
Board, which you previously headed? 
Mr. Ricwarpson. Yes; quite sharply. 


TRIAL EXAMINERS 















Mr. Yares. I know that with respect to administrative agencies 
with which I have had some experience—these were utility regulatory 
agencies—the hearings were conducted by an examiner, and in the 
event that something happened to him another examiner was ap- 
pointed to take his place and the case did not start over again. It 
was felt that the record had been transcribed and the evidence all 
taken; therefore, there was no need to have more than one examiner 
in on the case. 

Mr. Ricwarpson. There is a very peculiar situation in connection 
with this act, due to the fact that the act brings the Administrative 
Procedure Act in as the procedural vehicle under which the Board 
must operate. Under that act there is a provision that no one can 
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make a report on a hearing who has not heard the whole hearing. Do 
you see what I mean? 

Mr. Puiuurps. Under what act? 

Mr. Tuomas. The procedural act. 

Mr. Ricwarpson. If, for instance, you three gentlemen were the 
panel appointed to conduct the hearing, and you left for a day, you 
are out of the panel; you cannot come es and pick it up afterward; 
because the act says that the only person who can make a report is 
the person who has heard all the testimony. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Yet the act puts it on the appellate court to pass upon 
the preponderance of the evidence, and they are denied the privilege 
of seeing the witnesses themselves. 

Mr. Ricuarpson. The Administrative Procedure Act quite clearly 
is aimed at avoiding letting a man make a decision who has not 
heard the evidence. That is the purpose of it. 

Mr. Tuomas. And that is the way it ought to be. 

Mr. Ricuarpson. Under the old way, one of the underlings in the 
office went in and conducted the hearing, and then the chief came 
along and made a report. Now the man who makes the report is 
the fellow who has the hearing. 

Mr. Yarrs. Let me ask you one more question at that point, 
Judge. 

DETERMINATION OF ComMUNIST AGENCIES 


In the event that the petitions for injunction on behalf of the Com- 
munist Party are denied and the hearing commences before your 
agency, you will first have to consider whether the organization which 
is the subject of the action brought by the Attorney General is 
actually a Communist agency, either Communist action or Com- 
munist-front agency, will you not? 

Mr. Ricuarpson. That is the ultimate fact we must determine. 

Mr. Yates. In the event that you then determine that it is, what 
happens if the agency refuses to register its members. Will you then 
be compelled to try each individual member, as the Attorney General 
presents the names of the individuals? 

Mr. Ricnarpson. Well, no, you will not, but you are entering into 
a ground now where the visibility is none too good. 

If we make an order that the Communist Party is required to regis- 
ter and register its members, and that becomes final through appeal 
and everything else, then it is made a penal offense, punishable by fine 
and imprisonment if the order is not complied with. 

Mr. Yates. Suppose the person denies he is a member of the 
Communist Party. 

Mr. Ricuarpson. I brought that up when we were here in Decem- 
ber, because to me it raises a very embarrassing situation. 

You said a moment ago, Mr. Chairman, that there might be 50,000 
Communist Party members in the United States. Now, let us imagine 
that one of you is the attorney for the Communist Party. There are 
two things you can do. One is to beat the Government’s case by 
proof. The other is to break down the law by simply swamping it. 

This law provides that when a man’s name is listed and he says 
wrongfully listed he can go to the Attorney General and ask the 
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Attorney General to take his name off the list. If the Attorney 
General says, “‘No, I will not,” then the act gives him the right to file a 
petition before our Board and we must give him a hearing. 

Mr. Yates. That is the question I asked. 

Mr. Ricnarpson. What would be easier than to suggest to 50,000 
members of the Communist Party to each file individual petitions 
before this Board and demand an individual hearing on each petition? 

What is the answer? I do not know; but it is a bridge that we 
will not have to cross for some time. 


PENAL SECTION OF THE AcT 


Mr. Tuomas. Before you leave that section, if I may interrupt just 
a minute, it may be well to have the judge elaborate on section 4 of 
this act, namely, the penal section. 

Mr. Ricuarpson. We have nothing to do with section 4. A 
special board is appointed, known as a concentration board or what- 
ever you call it, for that section of the act. It has nothing to do with 
the registration feature. That section of the act simply applies to 
persons whom the Attorney General can show are dangerous saboteurs 
or are likely to engage in espionage. It does not apply to the ordinary 
person who is a member of the Communist Party. 

Mr. Tuomas. Does not that proceeding come right back to your 
board? 

Mr. Ricuarpson. No; we have nothing to do with that. 

Mr. Tuomas. Where does it go—to the district court of the United 
States? : 

Mr. Ricwarpson. Yes. There is a procedure by which a person 
who is wrongfully detained can have his case reviewed but not by us; 
it will be by the court. 

Mr. Yares. In other words, if the Attorney General interns the 
person, he may intitate a habeas corpus proceeding or some other 
proceeding? 

Mr. Ricuarpson. That is right. 

Mr. Yares. Is his case tried by the Federal court to determine 
whether he is wrongfully detained? 

Mr. RicHarpson. That is right. 

Mr. Puriires. Can he be detained until the trial is completed, or 
can he be brought out on habeas corpus and permitted to run free 
while the case is coming up in a crowded court? 

Mr. Rienarpson. I would guess he could be detained until the 
court felt he should be detained no longer. 

Mr. Yarrs. That would be decided by habeas corpus? 

Mr. Ricwarpson. That is right. 

Mr. Tuomas. The first thing that takes place is that the Attorney 
General has either to file a complaint with the board showing that 
this organization to which X is a member is a subversive group. 
Then, following his legal right, X will come in and say ‘“My name is 
wrongfully on the list.” Then the board has to hear his evidence 
and make a determination of that question? 

Mr. Ricnarpson. That is right. 

Mr. Tuomas. And after the board has made virtually two deter- 
minations, then and only then can the Attorney General find he is 
of a dangerous character, likely to be a saboteur. 
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Mr. Ricuarpson. No; you are wrong. There is no connection 
whatever between the detention features of this act and the registra- 
tion features of this act—no connection at all. As a matter of fact, 
what was done was to take four separate bills 

Mr. Tuomas. I did not say that. The board virtually has to pass 
upon two propositions involving X, (1) that the organization to 
which he is alleged to belong is subversive and, then, (2) that he 
actually is a member of it. Until those steps have been taken, the 
Attorney General has no authority to detain anybody. 

Mr. Ricnarpson. I would think this—I won’t contradict you, 
because, as I have said, I have enough trouble with our part of the 
act without going into that question; that is another board’s duty. 
But it is my understanding that if the Attorney General knows that 
John Smith—I do not care if he is a member of the Communist Party 
or a member of nothing—if he knows that John Smith or has reason 
to believe that John Smith is a dangerous saboteur and an espionage 
artist, he can proceed to take that man into custody and head him 
for this detention camp, subject to whatever hearings the law pro- 
vides he should receive. 

Let us suppose you were on the Communist list and you were a 
member of the Communist Party. It would be very helpful to the 
Attorney General in presenting his case against you to start out with 
the proposition that you were on the list. But I do not think it 
would be your right—— 

Mr. Yatrrs. As I remember the McCarran law, however, I do not 
think that section of the McCarran law applies to United States citi- 
zens; I think it applies only to aliens subject to deportation. That 
gives the power on the part of the Attorney General to restrain 
subversive and criminal aliens. 

Mr. Ricuarpson. You bring up a new point. Let me just take 
a glance at it. 

Listen to this language in section 104 (a): 
bear in mind there must be the creation of an emergency— 

The Attorney General * * *is authorized during such emergency— 
to execute in writing and to issue (1) a warrant for the apprehension of each 
person as to whom there is reasonable ground to believe that such person probably 
will engage in, or probably will conspire with others to engage in, acts of espionage 
or sabotage. 

Mr. Yates. That is to issue a warrant. 

Mr. Ricuarpson. To issue a warrant for his apprehension, a 
warrant for his arrest. Now it says: 

Each warrant shall issue only upon probable cause, supported by oath or 


affirmation, and shall particularly describe the person to be apprehended or de- 
tained * * 

Persons cieaiaatdied or detained under this title shall be confined in such 
places of detention as may be prescribed by the Attorney General. * * * 

Within 48 hours after apprehension, or as soon thereafter as provision for it 
may be made, each person apprehended pursuant to this section shall be taken 
before a preliminary hearing officer appointed pursuant to the provisions of this 
section. Such hearing officer shall inform such person (1) of the grounds upon 
which application was made for his detention, (2) of his right to retain counsel, 
(3) of his right to have a preliminary examination— 


and so forth, unless he waives it, and he may introduce evidence in 
his own behalf, cross-examine witnesses, and so forth. 

Mr. Yates. Is this the Attorney General’s own agency before which 
the hearing comes? 
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Mr. Ricuarpson. No. The statute says a preliminary hearin 
before an officer appointed pursuant to the provisions of this sasti * 

Mr. Yates. In other words, it would not be the usual Federa 
court? 

Mr. Ricuarpson. It would be the same as a committing magis- 
trate, a United States commissioner, or something of that sort. 
There is a provision evidently in here for the appointment of people 
to conduct these hearings, but they would be people independent of 
the Attorney General. 

Mr. Tuomas. The act is wide open as to whether or not that person 
against whom the Attorney General issues the warrant has been 
proven to be a member of some Communist-front organization. It 
is rather ambiguous. 

Mr. Puruurps. There is a restriction, however, that he must not 
have been within 3 years an employee of the Department of Justice. 

Mr. Tuomas. That is,the hearing officer? 

Mr. Ricuarpson. That is, the hearing officer. That may be. As 
I say, I have given no particular attention to this section of the act. 

Mr. Tuomas. I have had the impression all along that your board 
virtually had to pass on that twice. I could be in error, 

Mr. Ricwarpson. Oh, no. 

Mr. Yates. I agree with the chairman in that respect, and, if I may 
propound a question, as I stated before, you first have the task of 
determining whether or not a particular organization is subject to the 
provisions of this act. 

Mr. Ricuarpson. That is right. 

Mr. Yates. And then if a person states he has wrongfully been 
listed in that organization, you then have to pass upon the question of 
whether or not he has been wrongfully listed. 

Mr. Ricuarpson. That is right. 

Mr. Yates. So that there are two hearings as envisaged by the 
chairman (Mr. Thomas), in the event he wants to be given that second 
hearing. 

Mr. Ricuarpson. But those two hearings are purely on the regis- 
tration side; they have nothing to do with the detention side. 

Mr. Yates. I agree with that. 

Mr. Ricuarpson. Maybe I misunderstood the chairman. 

Mr. Tuomas. No; we understood each other correctly. 

Mr. Ricuarpson. The thing that has alarmed me is that we not 
only have to determine that the Communist Party is a subversive 
organization and what its members are, but we then may be faced with 
a complete torrent of applications on the part of individuals claiming 
they are wrongfully on the list. Let us suppose, for instance, they are 
all rightfully on the list. You would still have to hold hearings, would 
have to convene hearings and take evidence and ultimately decide 
they are properly on the list. 

Mr. Tuomas. The first question that will be raised, though, when 
X is taken before the magistrate pursuant to the order from the 
Attorney General and says he is not a member of the Communist 
Party or a Communist sympathizer or a member of any Communist 
front organization, is that this authority vested in the Attorney 
General is conditioned upon the fact that he must have been proven 
to have been a member of this Communist front organization. 
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Mr. Ricnarpson. That is not so. Membership is not essential for 
detention. 

Mr. Yares. I would agree with you, Mr. Richardson, on the ques- 
tion of detention, but I think the chairman’s questions were directed to 
the matter of registration, and in that event he would be given, if 
he wanted, two hearings. 

Mr. Ricnarpson. That is right. He would really be given only 
one hearing——— 

Mr. Yares. I mean the matter would be gone through twice. 

Mr. Ricnarpson. Yes. 

(After discussion off the record.) 

Mr. Ricuarpson. Our first great trouble is the new petitions the 
Attorney General may file. That is why we want to be protected, as 
you put it aptly a moment ago, by having too much money to protect 
us in the future. If this second trouble hits us, we will be back here 
for a much larger appropriation than the one we ask for, because the 
number of petitions might be innumerable. 

Mr. Yates. As has been brought out, if there are 50,000 Com- 
munists who are going to do everything they can to block you—if that 
is the actual fact, then you are going to have 50,000 of them coming 
in and asking for individual hearings; are you not? 

Mr. Ricuarpson. You are as good a guesser at that as we are. 

Mr. Yares. That is true. 


COSTS OF LOYALTY INVESTIGATIONS 


Mr. Puitures. To paraphrase a wisecrack I heard a day or so ago, 
it appears more and more that under the Bill of Rights the Com- 
munists have the rights and this subcommittee gets the bill. 

I saw some figures recently which would indicate the cost of these 
loyalty investigations had risen in 4 years from about $2 million to 
some $7 million or $8 million a year. That would: include the Civil 
Service Commission and yourself. 

How many boards of this kind are there? 

Mr. Tuomas. That does not include the Department of Justice. 

Mr. Puiturps. No; it does not include the Department of Justice. 

Mr. Ricuarpson. In the loyalty program there are 160 subordinate 
boards. But always keep in mind that four-fifths of the loyalty 
program is the FBI investigations. It was the extent of the FBI 
investigations that put the cost up. The loyalty board, as far as it 
is concerned, worked on a per diem basis; they got paid only when 
they worked and that was all. 

Mr. Puituips. And that was not in these figures I gave. 

Now, what results are you getting for all this money? 

Mr. Ricuarpson. You answer to that is as good as mine. Our 
program now has to do with registrations of the subversive group, and 
we have had no experience on that. But going back to my experience 
with the Loyalty Review Board, which I regard as a Board made up 
of the finest group of citizens I have ever known in my life, and when 
anybody says they are a whitewashing group and are neglecting their 
duty, it is regretable. They are a grand bunch of people. Some of 
the best lawyers in the United States are on that Board. 

Now, you ask me what has been the result of the loyalty program. 
It is a good deal like asking what is the success of the Christian 
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religion. When that program was started, the percentage of resig- 
nations from the Government service was abnormally large. Why 
did they resign? It is a fair conclusion that a lot of them resigned 
because they did not want to have an FBI investigation made of 
them. On the other hand, it is also fair to assume some of them 
resigned for decent reasons—health, new jobs, or something else 
because people are always resigning. But there was that abnormal 
increase In resignations just as soon as the program started. 

Second, here is a man with a bad record. He is not employed by 
the Government. He thinks, ‘‘ Maybe I can get a job with the Govern- 
ment.’”’ But he says,“‘If 1 do, I have to be investigated by the FBI. 
I don’t want that.”” So he makes no application to the Government 
at all. There is some net gain there. 

Now, at the end of it, I think the Loyalty Review Board discharzed 
something like 300. That is just a figure I pick out of the air. Three 
hundred people were discharged because their record, under the stand- 
ard, showed disloyalty. So there is the advantage of getting rid of 
those 300. 

But over and above all of that is my own personal conviction—my 
own; no strings on it—that it disclosed that the rank and file of the 
3,000,000 employees of the Government were as clean as any 3,000,000 
people you can find in the United States. And when you think those 
3,000,000 people, gentlemen, were a target for subversion, for espi- 
onage, and for all of the influences which money and sly tactics can 
evoke, and the FBI examined every single file of every one of the 
3,000,000 and these records went through a group of boards and 
finally came to our Board, and we found it was necessary to dis- 
charge only 300, Instead of viewing it, as one of my critics said, as 
showing what a poor prosecutor I was to get only 300 convictions out of 
thousands, on the other hand, I think it showed me we have a clean 
bunch of people in the Government of the United States. 





WILLIAM REMINGTON CASE 


Mr. Puitures. Let met ask you this question. I do not suppose 
any person who has discovered that the subcommittee on which I 
serve has before it the Subversive Activities Control Board has not 
asked me to find out why they cleared Remington. I mean that 
literally; it is just a statement of fact. 

You say 3,000,000 people were cleared by your Board. In those 
3,000,000, how many more Remingtons are there? 

Mr. Ricuarpson. I do not know. 

Mr. Puiuurps. Then, how did your Loyalty Board come to clear 
Remington? 

Mr. RicHarpson. Of course, I am not a bit reluctant to bring up 
Remington’s case, except, of course, you realize it really should be 
off this record, because it has nothing to do with what we are here 
for today. 

There is no more connection between the decision in the Remington 
case in New York and the decision of the Loyalty Board in the 
Remington case than there is between black and white. 

Mr. Puiturps. This subcommittee is practical minded and is not so 
much interested in technicalities as it is in the fact that here we had 
an obvious Communist who had been accused at various times of 
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being a Communist or helpful to the Communist Party, and yet he 
was cleared. 

Mr. Ricuarpson. The result of the decision in New York showed 
that 10 years ago he had been a Communist. Now, Miss Bentley, 
who was a witness in the case at that time was an admitted Com- 
munist. She is permitted to reform, and she is permitted to be a 
witness for the Government as a reformed Communist. Mr. Budenz 
has gone all around the country testifying for the Government as a 
reformed Communist. What are you going to do in the case of a 
man conceding that 10 years ago he was a Communist? 

Mr. Puruutps. I was not aware he had ever testified and said he 
was a Communist. 

Mr. Ricuarpson. He has not said he was a Communist; he has 
denied it. But keep in mind in the New York case there was not one 
syllable of testimony offered with respect to Remington subsequent to 
early 1943—not one syllable of evidence. The whole question was 
“Back in the days when you had just gotten out of college and the 
following 2 or 3 years, were you a Communist?” He said “No.” 
The Government proved to the satisfaction of the jury that he was a 
Communist back in 1943. 

Mr. THomas. What was the issue before the Loyalty Board? 

Mr. Ricuarpson. The issue before the Loyalty Board was whether 
in February 1949 the man was then disloyal. And he had 6 or 7 years 
of employment in the Departments of the Government where his 
record was screened by the FBI to the last degree to try and find some- 
thing to indicate that the man was still a Communist. Every single 
chief he had came in and testified “Yes; we thought he was as straight 
as a string.”” That was the issue before the Loyalty Board in 1949 
under the Executive order which said: “You must find whether the 
man today is disloyal.”’ 

Mr. Puiuurps. In each of those six or seven or eight cases, did the 
testimony disclose he had said, “I was a Communist, but I am no 
longer a Communist’’? 

Mr. RicnHarpson. Oh, no. He always has denied that he was a 
Communist. He denied in our hearing; he denied in New York 
that he was a Communist. But the thing I want you clearly to 
understand is that the New York case was determining whether he 
had ever been a Communist in his whole life. We had to determine 
whether he was a Communist in 1949. That is the distinction. 
And to my mind, as a lawyer, it just answers itself. 

Our records are full of young men who got out of college belonging 
to every off-color organization they could get their hands on. 

Mr. Puruutps. That is correct. 

Mr. Ricnarpson. They got out in the world, and many of them 
worked for the Government. And, as one professor said, ‘‘We push 
them over to the left as far as we can, because the exigencies of life 
will straighten them out when they get out. They stay with their 
organizations for a year or two when they get out; then they drift 
away, make other friends, and so forth.” And then you have in 
many cases, after 5 or 10 years, exemplary conduct. 

Mr. Putiures. But my recollection is that most of them admit they 
have changed their views. And while that evidence may have been 
perfectly satisfactory to a lawyer, I am wondering how satisfactory it 
is for the protection of the United States. 












— Oo == 














339 


Mr. Yates. Did you have the same evidence? 
Mr. Ricuarpson. Oh, none of it. Practically the only evidence 
there was before us similar to the evidence in New York was Miss 
Bentley’s testimony. 

Mr. Yares. Did she appear ‘before you? 

Mr. Ricuarpson. No; but I got her testimony from the Ferguson 
committee myself and put it in because she would not come and 
testify before us. 

Mr. Yates. Did you try to get her? 

Mr. Ricuarpson. Yes, sir. I made arrangements for her to come. 
I got an agreement from the attorneys for Remington that she could 
come and testify without any liability. Still she would not come. 

Mr. Tuomas. Did the Loyalty Board have the benefit of the FBI 
information as to Mr. Remington’s Communist activity back in 1939 
and 1940? 

Mr. Ricwarpson. Yes and no, Mr. Chairman. The evidence with 
reference to Remington’s activities from 1938 to 1940 was immensely 
amplified in the trial in New York over what was disclosed in the 
FBI investigation. 

Mr. Tuomas. I mean did the FBI give you the benefit of its infor- 
mation as to his activities in 1938 and 1940? 

Mr. Ricwarpson. They gave us the full investigation on Remington 
during his whole life and gave us what they were able to find with 
reference to what his activity had been, too. 

Mr. Tuomas. And even with that information before you—and I 
am not trying to lead you or minimize what you are saying or to 
amplify it—even with that information before the Board, the question 
before the Board was not what the man had done in 1938, 1939, or 
1940, but what he was doing in 1949. Is that your position? 

Mr. Ricuarpson. That is right. That is it exactly. Keep this 
in mind. I have no wish to evade responsibility. I was chairman 
of the panel, but on that panel was a very distinguished lawyer from 
Kansas who had been national commander of the American Legio: 
of this country and a very fine lawyer, and another man on the panel 
was the head of one of the large New York law firms, a man 70 years 
old. 

Mr. Tuomas. Would you mind putting in the record the names of 
the two panel members with you? 

Mr. Ricuarpson. The man from Kansas is Harry Colmery; the 
lawyer in New York is George Alger. 

All three of us were Republicans; all three of us were lawyers of over 
40 years’ experience. That was the panel that sat on this Remington 
case. It may be of interest to you to know that each of us wrote a 
separate opinion, and each of us came to the same conclusion on that 
record. So that if we were wrong in the Remington case—God knows 
it is easily possible we were, because we are only human, we make 
mistakes—but I do not know how it could have been guarded 
against. Certainly I do not know where I could get two people for 
whom I[ have greater respect than I have for my two associates. 

Mr. Puituirs. You do not think we ought to be a little more careful 
in Government employment than in private employment? 

» Mr. RicnHarpson. That raises another question. You remember 
the papers had something in them to the effect that the Loyalty Board 
now was asking the President to change his order and make it so that 
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if there was any doubt as to the loyalty, the man must be discharged. 
Well, the interesting part of it is that I went back and looked over 
the correspondence in connection with recommendations we made to 
the Civil Service Commission back in 1948 when I recommended 
having the order changed. 

Mr. Yates. To the same effect? 

Mr. Ricuarpson. In the same general direction. I did not go so 
far as to apply the order to everybody, but I urged the Commission 
to put the reasonable doubt test on all applicants for jobs, on all of 
the new men coming in. I said “You can keep the old standard, if 
you want to, with reference to people who have years of status with 
the Government and have civil-service status, but with reference to 
the new people coming in, why not amend it and, if there is any doubt 
as to their loyalty, do not let them come in.” I do not know what 
the Civil Service Commission did with my recommendation, but I did 
everything I could with reference to it. 


MEMBERS OF THE BOARD 


Mr. Puriurps. When you appeared before us last fall, you reported 
the names of the members of this board as yourself, Mr. Coddaire, 
Mr. Brown, Mr. LaFollette, and Miss Hale. 

Mr. Ricuarpson. That is right. 

Mr. Puruures. Are they the same now? 

Mr. RicHarpson. They are the same now. 

Mr. Puiuurps. Have they been confirmed yet by the Senate? 

Mr. Ricwarpson. No. . 

Mr. Puruurrs. Is the matter coming up? 

Mr. Ricuarpson. Their names have been sent to the Senate, but 
the chairman of the Judiciary Committee has not yet noted a meeting. 

Mr. Puriiirs. When do you expect they will meet? 

Mr. Ricuarpson. I have not the slightest idea. 


ANTICIPATED UNOBLIGATED OBLIGATIONS, 1951 


Mr. Paiturps. How much did you say you had left over from the 
appropriation? You had $60,000, and then we gave you $175,000. 

Mr. Riorpan. On the basis of the present organization we should 
have between $50,000 and $65,000 unobligated balance at the end of 
the year. 

Mr. Puitures. What, in your own opinion, is the shortest possible 
time in which your agency can get rolling with the number of em- 
ployees, and so forth, you are asking for next year? You could not 
start right in on the first of the fiscal year, and you have testified you 
were not going to take anybody on until you need them. You must 
have some idea in your mind as to when you anticipate getting 
started. 

Mr. Ricnarpson. I have not any, because we have only two yard- 
sticks. It took 8 months to try the Communist case in New York 
where the evidence offered was quite similar to the evidence that will 
be offered before our board. It took 8 months to try the Bridges case 
in California. The Attorney General has publicly announced he 
thought it would take a year to get rid of the Communist Party case. 

Mr. Puiturrs. How many~organizations has he presently listed 
with you? He had listed 130, I think, last fall. 
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Mr. Ricwarpson. I say he listed that many with me when I was 
Chairman of the Loyalty Board. He has listed no people with us 
before the present Board. He is not required to. He is only required 
to file petitions. 

Mr. Purvis. You have no actual cases, then, before you except 
the one against the Communist Party as a whole, and that is the 
same situation you were in last fall. 

Mr. Ricwarpson. Exactly the same situation. 


EstiMATe SUBMITTED TO BuREAU OF THE BupGetT 


Mr. Puitups. For how much did you ask the Bureau of the Budget? 
Mr. Riorpan. $620,042. They cut off the $42. 


PROCESSING OF CASES 


Mr. Corron. You explained to us that in the event the situation 
should develop so that the Attorney General should file 25 petitions, 
you would immediately have to proceed with 25 cases with 50 
examiners, and so forth. I assume, desirable as it is to expedite 
that work, if he should suddenly file 25, 50, or 100 cases, you would 
not of necessity have to proceed with every one of those cases immedi- 
ately and simultaneously. 

Mr. RicHarpson. Of course we could not. We have suggested, 
Congressman, in our memorandum that we filed with you, a theoretical 
estimate of how many cases the Board could determine per week. 
From my recollection we could take care of 50 or 60 cases a year 
working at full speed continuously. 

Mr. Corron. Thank you. 


SCREENING OF GOVERNMENT EMPLOYEES 


I had one other question. You have been engaged in a good deal 
of testimony here which, as you pointed out, has no bearing on this 
particular matter, but as you were talking there was one question 
which has troubled me somewhat which I thought I would like an 
expression from you. 

It has seemed to me that in this matter of screening Government 
employees, while of course we desire to proceed by vigorously guarding 
the rights and reputations of all charged with any disloyalty, that 
when we are dealing with a question of whether or net a person shall 
work for the United States it is a little different from dealing with 
his life and liberty. The man does not have a constitutional right to 
be employed by the Government. 

Insisting on such complete evidence—for instance, that Remington 
should be a Communist today, regardless of what he was 10 years 
ago—is leaning over backward to the detriment of the Government 
service. Is that theory wrong? 

Mr. Ricuarpson. Congressman, you have put your finger on 
something that has occasioned a good many restless hours with me. 
I have not been without experience on both ends of the legal profession. 
I realize clearly that the Government ought not to bear the gamble of 
employing a person who may be disloyal. That has been dinned in 
my ears by every civil-rights organization in the United States. 
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I have gone to meetings and been pilloried with the idea that we 
were ruining employees by breaking down their thought control, by 
terrorizing them, and that I was building up a gestapo in order to 
destroy these employees. At the same time I got letters in the mail 
calling me every name you could think of because I was protecting 
Communists in the Government. 

As a matter of cold-blooded fact, the ridiculous part of it is this: 
In the whole 3 years [ was with the Loyalty Review Board I sat in six 
cases. Handling as I was the executive end of the Board, and trying 
to run a law office, I could not take the time to sit on panels. All of 
this work was done by panels over which I had no control. While I 
am entirely willing to stand good for what they did yet nevertheless to 
say that Seth Richardson did so-and-so is giving me a courtesy that I 
do not own. 

But I do not know the answer to your problem. Let me give you 
the other side. A young man comes in here in the Government. He 
gets married. He raises a couple of children. He buys a home. It 
is partly paid for. His avocation is his job with the Government of 
the United States. He has no other means of employment. 

Mr. Puiuirps. You mean he has no qualifications to work for any- 
body else? 

Mr. Ricnarpson. I do not mean that. I mean that when you have 
been in a job for 6 or 8 years in the Government it is a very difficult 
thing to bring yourself to the point of going out at the end of that 
time and finding a new occupation in the world. 

Mr. Puiturps. I deny that immediately. 

Mr. Ricuarpson. I do not, because I have been through it. 

Mr. Puitups. We have people constantly being offered larger 
salaries, from many of the departments of Government. 

Mr. Ricuarpson. You do not find very many people in the ordinary 
run of Government employees who are offered higher salaries in private 
life than they are offered in the Government. ‘Some of the tops do. 
The rest do not. 

I am putting the other side to you. This man is charged with 
being disloyal. Bear in mind that in all of these cases of disloyalty 
we had there was not one single case of espionage. The cases were 
all invidious associations, relationships, being with this organization, 
that organization, being a member of the Washington Book Shop, or 
some other organization tabulated by the Attorney General. 

The President carefully told us, ‘You must examine into those 
associations and see how they have infiltrated into the real manage- 
ment of the organizations, or whether they are just joining something 
because the man joins them.” 

Those cases come up. Seldom were we troubled by a case where the 
record was clear. It was the cases which were the border-line cases. 
How far has this person been impregnated with his surroundings to the 
extent that we should find him disloyal? 

The minute, sir, that we find him disloyal we have ruined him 
absolutely. Day after day there came to our attention the fact that 
the good corporations in the United States will not employ a man who 
has been discharged by the Government for disloyalty. They have 
no avocation. There is no one who will employ them. I cannot 
think of anything worse. Even if you committed a crime and went to 




















y 
4 
: 
' 


343 


the penitentiary and got out, you have a better chance to get a job 
and be rehabilitated than to be charged with being disloyal. 

Mrs. Roosevelt wrote me a letter once and said, “Why can you not 
charge them and discharge them on the basis of security, and then 
you will not have this disloyal element?” TI told her in my opinion 
that that was the difference between tweedledee and tweedledum as 
to whether a man were discharged for security or disloyalty. The 
whole world would look on it that way. 

That is one side. On the other side is your Government. I like 
to feel that I like my Government as well as anybody else, but the 
question is, should this*man be imposed on my Government? ‘That 
is why over and over and over and over again members of the Board 
said, ‘I cannot find this man disloyal, but he should not work for the 
Government as a matter of security.” 

That raised the question of jursidiction to pass on security, and I 
and my Board have been lampooned because we did not pass on the 
question of security when we were forbidden to do it by the order which 
created us. 

In order to make sure that we were forbidden I myself contacted 
the Attorney General and said, “Do you not want us to determine 
this question of security?” He said, ‘No, you are not to touch se- 
curity. That is to be left to the heads of the departments.” 

I am not raising any question as to the virtue of that decision by 
the Attorney General, because any board that passes on security 
would have to undertake to act as the mentor of employees on ques- 
tions of drunkenness, questions of immorality, questions of bad con- 
duct, questions of fighting, and carousing and all the like all of which 
have to do with security, but which do not have anything to do, 
necessarily with loyalty. 

Every loyalty case includes security, but every security case does 
not include loyalty. 

Then there was another serious element, all the members on the 
Loyalty Review Board are people who are very busy in their own 
way of life. They consented to work on this Loyalty Board on the 
basis of “IT can take so many days in the month to take care of this. 
Since I am only paid for the days I work I can carry on.” 

But a board that took security matters would have to be a per- 
manent board, working the regular 8 hours a day, the whole time, 
vear by year, to take care of security cases, because it would multiply 
the number of cases, in my opinion, 8 or 10 times. 

Mr. Tuomas. May I interrupt you there? Is the present order 
that the Loyalty Review Board is operating under inclusive of security 
as well as disloyalty? 

Mr. Ricuarpson. No. 

Mr. Tuomas. In other words, the original order has not been 
broadened in its scope? 

Mr. Ricwarpson. It has not been changed a particle since it came 
out, and it is confined to loyalty. 

You will remember that the last Congress passed a bill authorizing 
the President to authorize the head of the departments, in certain 
instances, to fire on the basis of security at will. I always thought that 
the law was a gratuitous one, because I think the President has full 
power to fire any person he appoints. He can fire him, unless he is a 
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member of an independent office, like the Federal Trade Commission, 
where he has a fixed term of 5 years. 

But for the ordinary employee I think the President has an absolute 
right to fire, whether the Congress gives it to him or not, but Congress 
gave him that power. 

Mr. Tuomas. Judge, we have gone into it on numerous occasions 
in this committee, with dozens of Federal agencies. The question of 
the legal right to fire a civil-service employee is complicated. The Com- 
mission on the one hand will tell us it is very easy to do. The agencies 
on the other hand, who have to operate under the civil-service rules 
and regulations and laws, will tell us that it®is almost impossible to 
do it. Between the two extremes we find very few, if any, are ever 
fired. 

Mr. Richarpson. You may be right. I cannot discuss it, because 
I have never investigated it. 

Mr. THomas. The law and the rules and regulations ought to be 
just what vou think they are, but I am afraid you are in error there. 

Mr. Ricuarpson. As a lawyer I entertain no doubt as to the 
constitutional power of the President to fire any employee he wants to 
whenever he wants to, and he is not bound by the civil-service law nor 
any other law that Congress passes, in my opinion. 

Mr. Corron. Just to finish this up, I have one more thought. 


EXAMINATION OF APPLICANTS 


This committee was informed yesterday by Miss Perkins—and 
we knew anyway—as to the matter of screening present employees 
of the Government. She said it is fast reaching the point when it will 
have been completed and that job will be liquidated. For the future 
the task, as far as loyalty is concerned, is confined to the examinations 
of applications of the new people coming into the Government. 

Mr. Ricuarpson. That is right, but there are 500,000 of those a 
year. 

Mr. Corron. I understand. But now that we have approximately 
reached that place where the problem is not with those in the Govern- 
ment but those who are coming in, has the time not come to bury this 
loyalty matter in the general investigation of the applicants, so that 
we can simply say, “‘We are going to take only the best and examine 
them for their efficiency and education and security and habits and 
loyalty, and as far as the record is concerned anything on loyalty is 
merely in the archives of the FBI, but we are simply going to take 
this man who is the type we want, or leave out this man, who is not.”’ 

In that way we will not have to protect a man’s constitutional 
right to either work for the Government or else be discredited for life. 

Mr. Ricuarpson. | do not think there is any difficulty with what 
you say. Keep in mind that in 1948 I suggested to the Commission 
that they pass no applicants as to whose loyalty there was any doubt, 
because an applicant had not yet gotten into the Government and 
presumably if he were not clean then he had no business to come in 
the Government. I am not at all sure you can get away with the idea 
of screening only a part of your applicants. I think all of your appli- 
cants would have to be screened by the FBI. 

Mr. Corron. I did not suggest that. 
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Mr. Ricuarpson. You did not? Then I misunderstood you. 
Mr. Corton. I did not suggest that we relinquish in any sense the 
thorough screening, but I did suggest that as far as the official finding 
is concerned a rejection i is a rejection for any number of reasons and 
you do not have to center on this loyalty test. 

Mr. Ricuarpson. That is right. 

Mr. Corton. And go through a virtual trial and give a man all 
kinds of appeals. If there is any question about his fitness for the 
Government we just do not want him and that ends it. 

Mr. Ricuarpson. It occurs to me that while you say that, the Civil 
Service Commission has always pressed me with their duty of flagging 
persons. If John Smith makes an application for a job and is turned 
down on the ground of loyalty they want that name flagged on their 
records so that when he applies for a job out in Seattle or San Francisco 
or New York and they check it through they will run onto that flag. 
They would follow, as you suggest, the practice of turning over the 
names to the FBI, and the FBI would make its report. 

Then, of course, you have to have a board evaluating the FBI 
reports. I see no reason in the world why the Government should 
not be very strict on these applicants, however it be worked out. Ido 
not see any objection to that at all. 

Mr. Corron. It just seemed to me that we complicate this ques- 
tion—while it was necessary in dealing with present employees—by 
q confusing Uncle Sam, the employer, with Uncle Sam, the Government. 
We confuse the question of whether we want John Doe to work for the 
Government or whether we regard him as a proper citizen. The sooner 


we separate that the better off the Government service will be 
Mr. Ricwarpson. There is a prominent employee of the Govern- 
) q ment who runs to the papers a great deal. He was examined by the 
: Loyalty Board of his department. The Loyalty Board of his depart- 
ment found, or said, ‘‘We find this man to be loyal, but we would like 
} 3 to recommend that he not be appointed to any position where he 
4 comes into the possession of secret information, because he cannot 
y keep his mouth shut.” 
- 4 | would have loved to have sent that report to the head of his 
S 3 department. The reason I did not was because I was afraid the head 
t of the department would tell me, ‘“You just mind your own business; 
e : | am running this department.” 
d That illustrates that in a case like that, if a man were an applicant 
is : and the Civil Service Commission came to the conclusion that he was 
e 4 that kind of a man of course he should not work for the Government, 
j but when he once gets into the Government and you are going to fire 
al 4 him for disloyalty, being loose-mouthed may be a weakness but it 
e. > may not be disloyalty. 
at Mr. Puixurres. It could be pretty hard on the Government. 
yn. : Mr. Ricnarpson. Of course it is pretty hard on the Government. 
t, : Mr. Puinures. This present board is a full-time board? 
id : Mr. Ricwarpson. Yes. 
in ; Mr. Puruuips. $10,000 a year? 
ea Mr. Ricnarpson. $12,500. 
Li- Mr. Puriuures. $12,500. Do they work every day? 
Mr. Ricuarpson. We are in our offices every day. While this 
suit_in the district court is hanging over our heads we just have no 
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place to go. We have a lot of legal propositions that are being formu- 
lated, and the opinions and things of that sort, but so far as doing the 
work we are supposed to do, which is to conduct hearings and require 
organizations to register, until we get a free hand we cannot proceed. 
We do expect to be able to start this Communist case in March, 
if the court does not interfere. 

(Discussion off the record.) 

Mr. Yares. Thank you very much, Mr. Richardson. 

Mr. Ricwarpson. Thank you, gentlemen. 


Turspay, Frpruary 20, 1951. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


WITNESSES 


DR. JEROME C. HUNSAKER, CHAIRMAN 

REAR ADM. THEODORE C. LONNQUEST, UNITED STATES NAVY, 
DEPUTY AND ASSISTANT CHIEF OF THE BUREAU OF AERO- 
NAUTICS 

MAJ. GEN. GORDON P. SAVILLE, UNITED STATES AIR FORCE, 
DEPUTY CHIEF OF STAFF (DEVELOPMENT) 

DR. HUGH L. DRYDEN, DIRECTOR 

DR. JOHN F. VICTORY, EXECUTIVE SECRETARY 

I. H. ABBOTT, ASSISTANT DIRECTOR FOR RESEARCH 

A. M. ROTHROCK, ASSISTANT DIRECTOR FOR RESEARCH 

RICHARD V. RHODE, ASSISTANT DIRECTOR FOR RESEARCH 

E. H. CHAMBERLIN, EXECUTIVE OFFICER 

RALPH E. ULMER, BUDGET OFFICER 

DR. A. E. LOMBARD, JR., OFFICE OF DEPUTY CHIEF OF STAFF, AIR 
FORCE (DEVELOPMENT) 


SALARIES AND EXPENSES 


Funds available for obligation 





| 1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate $43, 000,000 | $42, 500, 000 $55, 000, 000 
Unobligated balance, estimated savings ae . — 170, 091 o------|---------+---- 


Total obligations “f naeilpokwabaed 42,829,909 | 42, 500,000 | 55, 000, 000 





Obligations by activities 





| 
Description | 1950 actual | 1951 estimate | 1952 estimate 


| 








. Aerodynamic research. __- | $21,478,000 | $21,590,000 | $28, 000, 000 
. Power plants research : ES Ge | 14, 172, 000 13, 940, 000 18, 000, 000 
3. Aircraft structural research are hel aoe 4, 531, 763 4, 462, 500 | 6, 166, 000 
. Operating problems research | 1, 611, 000 1, 460, 000 | 1, 700, 000 
5. Headquarters management and coordination | 1, 037, 146 | 1, 047, 500 | 1, 134, 000 
| 42, 829, 909 | 42, 500, 000 | 


| 


Total obligations. __..-_- 55, 000, 000 















nate 


, 000 
), 000 
1, 000 
), 000 
1, 000 


), 000 





347 


Obligations by locations 





| 


1951 estimate 










Location 1950 actual 1952 estimate 









1 .NACA Headquarters, Washington, D. C____......._______ $895, 124 $1, 047, 500 21, 104, 000 
Contracts for research at educational and scientific 

institutions and other Government agencies __- 1, 000, 385 1, 000, 000 1, 000, 000 

2. lege Aeronautical Laboratory, Langley Air Force Base, 

RS EASES CORI ESI FRE ae et ee 16, 705, 748 16, 349, 000 21, 507, 000 

VSsilotioas Aircraft Research Station, Wallops Tsland, Va 466, 407 696, 000 956, 000 
High-Speed Flight Research Station, Edwards Air 

Force Base, Calif 
















“Oe eS Ea a 685, 072 859, 000 1, 796,000 
3. Ames Aeronautical Laboratory, Moffett Field, Calif_______ 6, 990, 932 7, 092, 900 8, 469, 000 
Western Coordination Office, Los Angeles, Calif Daa 17, 404 19, 600 19, 000 
4. Lewis Flight Propulsion Laboratory, Cc leveland, Ohio... _. 16, 043, 756 15, 424, 950 20, 138, 000 
Wright-Patterson Coordination Office, Dayton, Ohio_ 9,814 11, 050 | 11, 000 
&, Barapene cinee, Parts, Fremee.......- 25.52. ck 15, 267 } 












RNIN si lit SS a te ah ea od 42, $29, 909 42, 500, 000 j 55, 000, 000 








Obligations by objects 











































































| | 
Object classification 1950 actual | 1951 estimate | 1952 estimate 
Total number of permanent positions. _...___.-..._.-.......- 7, 286 | 7, 161 | &, 961 
Full-time equivalent of all other positions.______- a eae ae yy ee Se es ene 
Average number of all employees! .......2..--22--2-2-_ oe. 7, 138 | 7, , 120 | ) | 8, 565 
01 Personal services: | 
Permanent positions. -._.........- Riicncmendcwenndsh: Mey Mee 1°: See ae $35, 980, 000 
Part-time and temporary positions___..___.._________ 45, 607 9, 600 10, 000 
Regular pay in excess of 52-week base__._____________- toy ee 145. 000 
Payment above basic rates_.............___- ds a 175, 761 200, 800 240, 000 
SE ONIN BOT WICOB a5 cn occas ccscaccnnne 28, 322, 739 29, 897, 750 36, 375, 000 
ee Rae eo i dam inenvsaamoene cmagen 254, 976 215, 000 325, 000 
03 Transportation of things......______- éenke wn ahs wacueae 135, 408 124, 254 150, 000 
Tk a ce ciunwdnbocuceouens 94, 123 118, 675 125, 000 
05 Rents and utility services: 
BERGE: SS ER EES eee a Oe Eee ee 2, 071, 216 | 2, 402, 881 3, 350, 000 
Other rents and utility services. _........._.___- my 186, 863 | 284, 240 320, 000 
06 Printing and reproduction.................-.----_22 228. 126, 693 | 117, 500 125, 000 
07 Other contractual services: 
UMNO. sc 1, 428, 509 | 947, 200 1, 500. 000 
Miscellaneous contractual services. ............-_-___- 219, 189 202, 050 270, 000 
ee ae 777, 885 | 777, 500 777, 500 
Services performed by other agencies: } 
RRR Sar Sa aie oh Gay sais cease 222, 500 | 222, 500 222, 500 
Other special services. ..........__-- Sitbpkeaiee ancl 48, 166 | 54, 750 58, 000 
OB Me io ese 4, 645, 340 | | 4, 611, 250 6, 200, 000 
| aa sistent: anil tacorndsiapialaen 4, 295, 227 2, 522, 950 5, 200, 000 
13 Refunds, awards, and indemnities_..............-_-.__- 1, 075 1, 500 2, 000 
|_—_—_ SEES Enea 
EE I SIG LO DEN OTS, 42, 829, 909 42, 500, 000 | 55, 000, 000 








CONSTRUCTION AND EQuIPMENT 







Funds available for obligation 





! 
| 


| 1950 actual | 1951 estimate | 1952 estimate 






















Bppemerenaa or Creatas... ks a nc wn sce | $10,000, 000 | | $15, 500,000 


$25, 000, 000 
Applied to contract authorization 


Race aeac aie w---------------| 7,277,200 | —15,000,000 | —11, 700, 000 












Net appropriation available for obligation...........____| 2, 722, 800 500, 000 } 13, 300, 000 
EE EE Ee --.---| 10,000,000 | aa Ge Sia 
Prior year balance available: | | | 

IS SEE TES PEEL ELS es OE TE OE ee EEE 3, 551, 793 | 350, 015 }...... 
Comtract authorisation... . ....................... ----| » 10,414, 028 j 5, 905, 056 | 4,5 500, 000 

Total available for obligation ..................-.-.-..- | 26, 688, 621 | “17, 764, 071 17, 800, 000 

Balance available in subsequent year: | 


Appropriated funds 

Contract authorization.- 5 
Unobligated balance, estimated savings: 

Appropri: ited funds Lamas 
Contract authorization 


eta aS, Sess is ca cg . —359,015 |_....._- | —4, 000, 000 
ee os _..| —5, 905,056 | —4, 500,000 |- ; 









he Te RE LEN ba Ie IgM OTE OAD 19, 933, 317 | 13, 264, 071. 13,5 800, 000 
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pianists by activities 








Description 1950 actual | 1951 estimate | 1952 estimate 





Aerodynamic research - take $12, 907, 144 ? $9, 873, 000 
. Power plants research s 6, 381, 487 , 799, 2, 239, 000 
3. Aircraft structural and operating problems research __.____. 644, 686 1, 031, 740 | 1, 688, 000 


Total obligations_-__- ; . 19, 933, 317 13, 264, 071 | 13, 800, 000 








peek aan by locations 








Location } 1950 actual | 1951 estimate | 1952 estimate 
| 


1. Langley Aeronautical Laboratory, Langley Air Force, Va $12, 241,686 | $4,062,709 $5, 022, 000 
Pilotless Aircraft Research Station, Wallops Island, Va_}| 642, 282 | 373, 344 100, 000 
High-Speed _ Research Station, Edwards Air | 

Force Base, Calif : sick sins datiseah tala es A cee | 2, 323, 000 

. Ames Aeronautical Labors atory, Moffett Field, Calif___ 556, 166 } 6, 017, 962 | 4, 550, 000 

. Lewis Flight Propulsion Laboratory, Cleveland, Ohio. ____' 6, 493, 183 2, 810, 056 | 1, 805, 000 


19, 933, 317 At 13, 264, 071 13, 800, 000 
1 





Obligations by objects 
10 pants and structures: 


iach nce mis tbh seth Sess wb oan ck Gated to inedics Kodhan ted eice'ws eis Sie ele ae An te Ook alii dk edlacioiacoin Vn 
19612. seein da eitinaicce tpt tying cin eaestssty ng apace lag dina aaa ttle a la 13, 264, 071 
| PRS EGET PEI D ‘ . 13,800, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have the pleasure of seeing our old and distinguished friends of 
the National Advisory Committee for Aeronautics this morning. 

We have with us Dr. Jerome C. Hunsaker, the Chairman; and our 
old friend, Rear Adm. Theodore C. Lonnquest, the Deputy and As- 
sistant Chief of the Bureau of Aeronautics of the United States Navy 

We also have with us the very eapable director of the NACA staif 
Dr. Dryden; and Dr. Victory, the executive secretary; as well as 
Mr. Abbott, Assistant Director for Research; Mr. Rothrock, Assistant 
Director for Research; Mr. Rhode, Assistant Director for Research; 
Mr. Chamberlin, executive officer; and Mr. Ulmer, budget officer. 

Dr. Hunsaker, if vou or Dr. Dryden has a statement for us we would 
be delighted to hear it. 

Dr. Hunsaxer. Thank you, sir. I would appreciate the oppor- 
tunity to make a short statement, and then turn the meeting over to 
Dr. Dryden, to be followed by some supporting statements by Admiral 
Lonnquest and General Saville if he is here. He will come later. 

I appear, sir, as Chairman on behalf of the National Advisory 
Committee on Aeronautics. 


GENERAL STATEMENTS 
REQUESTED APPROPRIATION, 1952 


The National Advisory Committee for Aeronautics has submitted, 
with the approval of the Bureau of the Budget and the President, 
estimates of appropriations for the fiscal year 1952 in the amount of 
$55,000,000 for salaries and expenses and $25,000,000 for construction 
and equipment, of which $11,700,000 is for liquidation of prior years’ 
contract authority. In the budget message of the President, these 
estimates are included in the military-services category, along with 
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the estimates for the costs of the Armed Forces and for the stock- 
piling of strategic and critical materials. On page M17 of the Budget 
of the United States, the President states: ‘The basic and applied 
research of the National Advisory Committee for Aeronautics is an 
essential part of our total military research program for maintaining 
and increasing our lead in the design of military aircraft. The spend- 
ing authority recommended for this agency will provide for substantial 
expansion during fiscal year 1952.” 

We appear before this subcommittee because the NACA, like the 
Atomic Energy Commission, is an independent agency with responsi- 
bilities of both a civil and military character. The NACA operates 
in close cooperation with the Air Force, the Navy, and the Army. 
The activities of NACA are controlled by the committee of 17 mem- 
bers, appointed by the President. Five of the members are high- 
ranking officials in charge of the aeronautical research and dev elop- 
ment activities of the Department of Defense; two members are offi- 
cials in charge of civil aviation activities; three are the heads of other 
scientific research agencies of the Federal Government; seven are 
from private life, including three from the aeronautical industry and 
four from science. The names of the present members are submitted 
for the record. 
(The document is as follows:) 


MEMBERS OF NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Dr. Jerome C. Hunsaker, chairman, 1724 F Street NW., Washington 25, D. C. or 
Massachusetts Institute of Technology, Cambridge 39, Mass. 

Dr. Alexander Wetmore, vice chairman, secretary, 
Washington 25, D. C. 


Dr. Detlev W. Bronk, president, The Johns Hopkins University, Baltimore 18, 
Md. 


Smithsonian Institution, 


Vice Admiral John H. Cassady, United States Navy, Deputy Chief of Naval 
Operations (Air), Department of Defense, 4 E 394 National Defense Building, 
Washington 25, D. C. 


Dr. Edward U. Condon, Director, National Bureau of Standards, Washington 25, 


Hon. Thomas W. 8. Davis, Assistant Secretary of Commerce for Aeroneutics, 
Department of Commerce, room 5835, Washington 25, D. C. 

Dr. James H. Doolittle, vice president, Shell Oil Co., 50 West Fiftieth Street, 
New York 20, N. Y. 

Mr. Ronald M. Hazen, director of engineering, Allison Division, General Motors 
Corp., Indianapolis 6, Ind. 

Mr. William Littlewood, vice president, engineering, American Airlines, Inc., 
LaGuardia Field, New York Airport Station, N. Y. 

tear Admiral Theodore C. Lonnquest, United States Navy, Deputy and Assistant 
Chief of the Bureau of Aeronautics, Department of the Navy, room 2902, 
Washington 25, D. C. 

Maj. Gen. Donala L. Putt, United States Air Force, Director of Research and 
Development, Office of Deputy Chief of Staff, Development Headquarters, 
United States Air Force, 4 E 348 National Defense Building, Washington 25, D. C. 

Dr. Arthur E. Raymond, vice president, engineering, Douglas Aircraft Co., Ine., 
Santa Monica, Calif. 

Dr. Francis W. Reichelderfer, Chief, United States Weather Bureau, Washington 
25, D. C. 

Hon. Delos W. Rentzel, Chairman, Civil Aeronautics Board, Department of 
Commeree, room 5053, Washington 25, D. C. 

Maj. Gen. Gordon P. Saville, United States Air Force, Deputy Chief of Staff, 
Development Headquarters, United States Air Force, 4 E 336 National Defense 
Building, Washington 25, D. C. 

Hon. William Webster, Chairman, Research and Development Board, Department 
of Defense, 3 E 1006 National Deferse Building, Washington 25, D. C 

Dr. Theodore P. Wright, vice president for research, Cornell University, 333 Ad 
ministration Building, Ithaca, N. Y. 
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BASIC RESPONSIBILITY OF NACA 


Dr. Hunsaxer. The basic responsibility of NACA is research, to 
develop new knowledge to permit the development of new aircraft of 
superior quality by the aeronautical industry, a task which has tremen- 
dously expanded with the advent of jet propulsion and supersonic 
aerodynamics in 1945. In addition, the NACA is called upon by. the 
military services to assist directly in the development of specific air- 
craft and missiles by making tests and investigations. These requests 
arise from the special skills of the NACA staff and the unique character 
of its facilities. 

In the last war, NACA concentrated its efforts on the solution of 
problems arising in the development of the specific aircraft then in 
production, greatly curtailing fundamental aeronautical research. 
Under present conditions this would be a mistake. The estimates 
before you are based on doing both jobs. We must continue research 
to insure a steady flow of new and improved airplanes and missiles, 
and, in addition, we must investigate specific designs in order to 
secure maximum effectiveness of our existing aircraft and bring to 
early tactical utility the airplanes and guided missiles now under 
development. 

The necessity for this policy arises from the present world situation, 
a period of tension of uncertain duration, which will probably last 
many years. Russian tactics are becoming increasingly plain. 
Continual harassment of the neighboring countries &topping short of 
involvement of her own military forces seems to be her guiding prin- 
ciple, the aim being the greatest possible drain on our resources of men 
and material and, equally serious, the discovery of the mode of opera- 
tion and effectiveness of our weapons. 

In view of this situation, the President and the Congress are taking 
steps to increase greatly our military strength, with the hope of main- 
taining peace by deterring aggression. We must recognize the pos- 
sibility of war and so plan our increased strength to be of maximum 
benefit if war should come. We cannot hope to match Russian man- 
power in numbers or in attitude toward the expendability of human 
life. We must look to our scientific resources to devise better weap- 
ons; we must use our great research and development potential, and 
our demonstrated production abilities to bring us victory, if war 
should come. 

The military aircraft, land or carrier based, will play even greater 
roles in a future war than in the past. Since the end of the fighting 
in World War II, the Communists have been channeling a large seg- 
ment of their effort into the development and manufacture of new 
military aircraft. We must key our efforts at least to the rate, and, 
if possible, in advance of the rate at which they progress, a rate which 
can be judged to some extent by the Soviet airplanes in combat in 
Korea. Some of these Soviet airplanes are reported to be as fast, or 
nearly so, as the F-86 North American Sabre, our best fighter in 
service there. There is no evidence that we may rest on our past 
accomplishments. Our very survival depends on our continued 
ability to maintain mastery of the air. 

The NACA is an essential partner in the build-up of our military 
aeronautical strength. Research is needed to produce new ideas and 
to provide a sound basis for development. Thus at present the lack of 
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sufficient quantities of certain critical metals adds special urgency to 
the study of substitute materials for turbine blades for jet engines, and 
to the acceleration of research and development on turbine-blade 
cooling. Sumilarly in other programs, some of which will be described 
later. We must also assume an increasing load of studies of specific 
designs of aircraft and missiles, arising from the greatly expanded 
development activities of the Department of Defense. In many 
cases, NACA has in operation the only facilities suitable for develop- 
ment tests, as in the case of transonic wind tunnels and facilities for 
altitude testing of moderately large jet engines on the ground. While 
additional facilities have been authorized, appropriations made, and 
construction started at Tullahoma, Tenn.; at Trenton, N. J.; and at 
NACA laboratories, their dates of operation are 2 or 3 years in the 
future. 

I would like to have Dr. Dryden, the Director of NACA, describe 
in some detail the relationships between NACA investigations to the 
development and production of military aircraft by the aircraft in- 
dustry. Following his presentation, the military members of the 
NACA are prepared to discuss the relationship between NACA and 
their requirements. Following the discussion of general policy and 
relationships with the Department of Defense, members of the 
NACA staff are prepared to discuss some of the technical programs in 
further detail. 

Dr. Dryden is here with me and I will turn the meeting over to him. 

Mr. Tuomas. We would be delighted to hear from you, Doctor. 


NACA LARORATORIES 


Dr. Drypen. Mr. Chairman and members of the committee, since 
there are one or two new members of the committee, I thought it 
would be worthwhile to present pictures of the laboratories of the 
National Advisory Committee for Aeronautics. 

The oldest one is at Langley Field, Va., in the Norfolk area. . There 
are two NACA areas at Langley Field. The original laboratories are 
in the middle of the Air Force buildings on the east side. We have 
attempted to label and bring out the particular facilities of the 
NACA in this photograph of the east area. In the west area, on the 
other side of the field, there is a development which has been made 
since 1940, during and since the war, with some 31 facilities, wind 
tunnels, and laboratories. I will not stop to go into the details. 

The second laboratory, on the west coast of the United States, is 
the Ames Laboratory on Moffett Field, 38 miles south of San Fran- 
cisco, Which has a number of high-speed tunnels and works very closely 
with the industry in the Pacific area. 

Both the Langley and the Ames Laboratories do work in the general 
field of aerodynamics. The Langley Laboratory also does work. in 
the field of structures and hydrodynamics. 

The work on engines and propulsion problems is carried out at the 
Lewis Laboratory, located on the municipal airport at Cleveland, 
Ohio. If you have been at that airport you may have seen this 
hangar findicating] across the field with the letters “NACA.” 

ere [indicating] are the facilities for determining the performance 
of jet aircraft, at altitudes up to 60,000 feet or so, in apparatus on the 
ground. We are studying all the problems related to propulsion. 
‘80203—51—pt. 128 
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Here also is the biggest supersonic wind tunnel in the word at the 
present time, a 6- by 8-foot wind tunnel, in which the problems of 
propulsion at supersonic speeds can be investigated. 

There are two field stations, one on the Atlantic coast on the small 
Ln pa peninsula that is across the Chesapeake Bay at a place called 
Wallops Island, an isolated area, where aerodynamic measurements 
are made by firing rockets from the ground. 

Then, at the Edwards Air Force Base on the dry lake at Muroc, 
Calif., we carry out that flight testing on the very high-speed aircraft 
which cannot be done safely anywhere else. 

The particular structures that we occupy, including the little 
observation stations for radar, are indicated on this photograph 
[indicating] in which the Air Force buildings are brought out much 
more faintly. 

As Dr. +: ES indicated, I would like to describe to you who does 
what in this business of getting a new airplane for the military services. 
I found in my appearance before other committees that this process 
is not at all well understood. With the help of a few charts I would 
like to describe very briefly what goes on. 


PRODUCTION OF AIRCRAFT 


The production of strategic and tactical military aircraft and mis- 
siles of improved performance and military worth is a very complex 
undertaking in which NACA plays an essential role as one member of 
the team, whose other principal members are the military services 
and the aircraft industry. 

Military airplanes are not and cannot be bought off the shelf. To 
do so would give us obsolete equipment embodying the state of knowl- 
edge of 5 to 10 years ago. 

Within the past 10 years, a very short time, the aeronautical art 
has advanced to the entirely new field of jet propulsion and supersonic 
speeds. Any military airplane expected to give mastery of the air 
must embody the extreme frontiers of knowledge in these new fields. 
The whole process from conception to production of a military aircraft 
or missile is carried: out with Government funds. I should like to 
describe briefly this process, including who does what and how much. 

I want to make clear that the aircraft industry is essentially a 
munitions industry. The total cost of development of military air- 
craft, as well as their production, is paid for by the Federal Govern- 
ment through various appropriations sources. 


SOURCES OF APPROPRIATIONS 


On these charts we have indicated the appropriations sources by the 
color. The only nongovernmental money at all is in black. 1 will 
come to that later. The green is money of the Department of Defense 
not labeled “research and development.” It is in the general appro- 
sriations of the Department of Defense. The red is NACA funds. 

his color—bluish-green—indicates military research and develop- 
ment appropriations. 

The starting point of the whole process is a blueprint of what must 
be done to fulfill the military commitments of the United States, and 
that is determined at the very highest governmental levels, including 
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the Congress, the President, the Security Council and so on. These 
commitments, of course, include the defense of the continental United 
States and our other Territories and include the support we have 
promised to other nations who wish to live in a free world, and the 
military operations arising from our responsibilities. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


MILITARY REQUIREMENTS FOR AIRPLANES 


Dr. Dryprn. The military plans, of course, are prepared in the 
Department of Defense by the appropriate authorities, and these lead 
to the establishment of the military requirements for weapons and 
weapons systems of all kinds. 

The Joint Chiefs of Staff want an airplane to fulfill a certain mission. 
They describe the missions that they wish to have fulfilled and set 
forth the requirements. To take a recent example, certain require- 
ments have been set forth by the Navy for helicopters for antisub- 
marine warfare. Those requirements are spelled out by the high 
officials of the Department of Defense. Of course, requirements are 
set up for a great many weapons. We are concerned with airplanes 
and missiles. 

In the establishment of these requirements NACA counsels as to 
what kind of performance the manufacturers should be able to design 
and build into the models to be ordered. By consultation with the 
people who are concerned with this subject we express a view, as we 
have expressed in more general terms to you, as to what the progress 
of aeronautics is going to be. 

Today they are making fighter airplanes that flirt with the speed of 
sound, using a 7,000-pound thrust engine that is manufactured today. 
Tomorrow, on the basis of the new aeronautical knowledge which has 
been built up since today’s airplanes were conceived, at the end of 
World War IJ, they can design and manufacture supersonic airplanes, 
ones that will have as well the added range and all the other qualities 
which the military need. 

Sometimes the industry must think that the counsel we give the 
military services is altogether too optimistic, but we are ready to roll 
up our own sleeves to help make good on such beyond-the-horizon 
type of projects, and the industry has a way of translating such 
possibilities into actualities. 

Our ability to advise on technical possibilities arises directly from 
our activities in research and our participation in current develop- 
ments, that I will describe. 

These requirements are reduced to definite specifications. This is 
the first time that military research and development money enters 
the picture. The specifications describe the desired. performance, 
putting numbers on altitude and speed and pay load and all the rest. 

Those numbers reflect the results of our research. Clauses in the 
specifications relating to the stability and control, maneuverability, 
and flying qualities are based on the results of NACA investigations 
as to what is possible. 

If I may illustrate, there are requirements as to the lateral stability 
of an aircraft, especially as related to the ability to shoot straight. 
If you have an airplane that oscillates in direction [illustrating], 
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firing of guns at a target is going to be a rather unsatisfactory process. 
There are certain requirements set up, and those requirements have 
to be based on definite numbers relating to required lateral stability. 

As we go to high speeds and high altitudes we cannot use the same 
numbers that we had for the low-speed aircraft, because it turns out 
to be a technical impossibility, in the light of present knowledge, to 
get exactly the same degree of lateral stability as we are able to get 
on a very-slow-speed airplane. 

Ordinarily a number of manufacturers are asked by the Air Force 
and the Navy to submit design proposals. Recently there were design 
proposals for new aircraft of various types. I do not want to discuss 
them on the record. 

These proposals of the manufacturers describe how they would go 
about providing an airplane which would satisfy the requirements of 
the specifications. This is done with industry money. It is not a 
complete engineering job, but it does represent a good many hours 
of work by many of their good engineers. 

Of course, the aircraft industry is still a private industry, so that 
they have the freedom to advance their own design proposals. They 
pay for this preliminary work in these proposals with industry funds, 
They use directly, the material in our research reports. NACA per- 
forms another service. Every time there is a design competition we 
have a great visitation of the designers of the various aircraft com- 
panies to get the very latest information, that which is not yet in the 
form of published reports. 

Mr. Puriurps. I do not understand, Dr. Dryden. You mean that 
you have people who tell you of a need for a certain design, and you 
work from that point, or do you work constantly? 

Dr. Drypen. May I give this off the record, please. 

(Discussion off the record.) 

Dr. Drypen. In some cases, as in the ’46 bomber competition, 
which led to the B-45 and B—46, the military services request us to 
run tests of configurations that they think are generally applicable. 

The services evaluate the industry proposals, and select one or 
two—usually one these days—which look good enough to warrant 
going ahead to the construction of two or three airplanes of each type 
to be tested, the prototypes of a potential new military aircraft. 

Whatever information we have that has been collected, especially 
here [indicating] is used by the military services in this evaluation. 

Finally you have a contract, which is made with a particular com- 
pany, not to build 100 or 300 aircraft, but to build, usually, 3 airplanes 
of a given type. These aircraft are the prototypes of a prospective 
production airplane. 

The money in the military appropriation that is labeled “research 
and development” is the money which pays for the building of these 
first three airplanes. That is where the great bulk of the money in 
the military appropriation labeled “research and development’ goes. 


AERONAUTICAL RESEARCH FUNDS 


This [indicating] is a chart of the Department of Defense showing 
the distribution of the military research and development funds on 
aeronautical research. This is a breakdown between the aircraft, 
propulsion systems, armament, and equipment. I show it to you to 
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show that some 94 percent of the military research and development 
money is development money.. Avout 6 percent of the military re- 
search and development funds are spent for research. 

That research must cover activities such as research on guns, on 
propellants, on all the equipment which goes into an airplane, on 
aeromedicine and geophysics, as well as a small amount they find 
necessary to do on the aircraft and propulsion systems. 

The NACA is concerned with doing the research in this area [indi- 
cating]. Actually, as I have said to you gentlemen before, if you 
could see and study the classified reports of work you would find first 
of all that there is no possibility of duplication except in an extremely 
narrow area. Actually we each have a different job to do. The fact 
that the funds are called research and development in NACA appro- 
priations and military appropriations does pot mean that the two 
agencies are duplicating the effort. Some people think that if the 
label is the same the work must be the same, but actually the work is 
very different. 

The project then moves on to the prototype stage, as we call it. 
Here again, as indicated, the design and construction of the proto- 
type is carried out by the research and development money of the 
military. Again, when it comes to the design we not only have the 
use of NACA research results but at this point in many cases—in 
every important case—the NACA is called upon by the military de- 
partments to make specific investigations of particular points in con- 
nection with the configuration that is being built. 

The manufacturer begins the detailed design to turn out acres of 
blueprints that are required before it is possible to complete the con- 
struction of the airplane. 

The construction goes along simultaneously with the design, and at 
the same time the wind tunnel models are constructed for study in 
NACA facilities. We may get a sixteenth scale model to go into one 
of the high-speed wind tunnels, to check directional and lateral sta- 
bility, lift and drag. 

Another model might have to be full size, to go into one of the 
large tunnels, 40 by 80 feet or 30 by 60 feet, at Ames or Langley. 

Now that we have had to go to these funny-shaped wings, this 
lindicating] is the latest Navy fighter released, the XF-4D-1, a 
Douglas airplane. That looks far different from most of the airplanes 
with which you are familiar. The prototype of this airplane is now 
flying. 

When you get a configuration like this [indicating] or like this 
[indicating], they are quite different. The landing problems become 
troublesome. 

We can, in these full-scale tunnels, work out the flap designs, which 
give satisfactory landing characteristics. 

This work that goes along during this period is a sort of preflight 
evaluation. We try to think of everything we can do to be sure that 
when the airplane is first flown there will be no difficulty. During 
this process the company engineers are on hand. I would like to 
make this very clear: As the wind-tunnel tests progress, they may 
decide on modifications of the design. In such a case it is the company 
engineer who makes the decision. We do not make any decisions 
forhim. We make the information available to him, and he welcomes 
assistance and discussions, but it is still the responsibility of the air- 
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craft company to make a satisfactory airplane; and, therefore, they 
have the responsibility of decisions. 

We are not in the designing business. We have a lot to do just 
to provide the basic information. 

inally, this airplane is finished. It rolls out on a ramp, and the 
manufacturer’s pilot gets in the airplane and it makes its first flight. 
It flies very nicely. The first flight usually is a rather cautious one, 
with very few maneuvers. The manufacturer’s pilot continues to fly 
it. Then it is delivered, and the military fliers fly it through the 
whole spectrum of the speed and altitude and extreme maneuvers 
which are called for by the requirements. 

Usually in those flights some characteristics appear that are unde- 
sirable. When an airplane is pulled up for a very tight turn, the force 
on the control stick may be unduly heavy. It may be that the pilot 
thinks it ought to be lighter. Or, the tail may shake a bit. There are 
minor imperfections which may lead to still further specific investi- 
gations if the defects are serious enough. This leads to modification 
of the one or two airplanes that have been built, in order to improve 


em. 

Finally, however, this process leads to a place where an airplane is 
accepted by the military services for production. This evaluation is 
not only a technical evaluation but there is also an evaluation of its 
usefulness for the mission set down for it. 

Here, again, all this process is financed by the research and develop- 
ment funds of the military services. 

Now, you might think that the research and development job is 
done. You have a prototype airplane which flies. It is approved for 
production. 

RESEARCH FOR CONSTRUCTION OF B-29 


Let me tell you the story in terms of this airplane, the B—29 [indi- 
cating]. This is one of the airplanes built during the last war, and it 
was the backbone, of course, of the Pacific war. 

Up to and through the prototype stage the manufacturer invested 
about 1% million man-hours in that airplane. That was paid for by 
the Government from military research and development funds. 

NACA had spent, in this case, about $10,000. This gray width 
[indicating] is too wide, really, on this scale. We had a very small 
amount of work to do before the B—29 reached its productive stage. 

During the period the airplane was in production there was continual 
improvement. ‘Those improvements would come out and be installed, 
such as new engines, and so forth, and various other changes were 
made, going through a series, and the manufacturer put in 5 million 
engineering man-hours to keep the B—29 modern and to keep improving 
it, as hundreds and hundreds of them were built. 

During this same period we spent about a half million engineering 
man-hours. We had the nacelle to investigate, and the cooling 
problems, and we had to study problems in stability and control, 
control forces on this airplane, and so forth, in an attempt to make it 
entirely satisfactory to the people who were using it. 

To say it another way—this is not an unusual example—up to 
three times the amount of engineering man-hours that are paid for 
from research and development funds to make the airplane fly are 
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ut into further development after the prototype has been flown. 
sually some of that is paid for with production funds. 

On any major development project today NACA is called upon 
to put in an effort which is perhaps 8 to 10 percent of the funds that 
are put in from the military research and development funds. I 
would like to bring out, however, that the total research and develop- 
ment expenditures, including the military research and development, 
are a very small fraction of the expenditures for production in time of 
emergency. I do not recall exactly the sum of money which is set 
aside for the purchase of aircraft during the current year, but it is in 
the billions of dollars. 

We are here talking about the NACA activities in this field, perhaps 
of $10 million, or on that order of magnitude. In the military you 
are talking about hundreds of millions of dollars for research and 
development. All of that is a very small percentage of the money 
which goes into producing an airplane in large numbers. 

Any trouble that is found at this prototype stage saves an immense 
amount of money at the later stages. 


MODIFICATION CENTERS 


You are all familiar with the modification centers. You will re- 
member that certain airplanes had to be brought back into the factory 
and almost completely rebuilt. That is extremely expensive. The 
funds come out of production money, usually, and not research and 
development money. 

The research and development money, in my opinion, both the 
military and our own, is the one investment which really insures that 


we have the best possible airplanes. It is a very expensive job to 
make changes when you have them rolling off the line by the hundreds. 

Now this [indicating] unfortunately is not the whole story. The 
engineering man-hours could be translated into dollars by assuming 
some figure for the cost of an engineering man-hour. 


DEVELOPMENT COSTS 


Here is what is happening to this picture on the cost of the aircraft, 
and those of you who have been concerned in Congress with produc- 
tion estimates are much concerned with this picture. 

A key fighter of the last war was the P-47. This is the prototype 
development cost of the P-47. You see, it is a matter of $100,000 or 
something of that nature. 

This [indicating] is the B-29; $8 million through the prototype 
stage. 

This [indicating] is a secret chart; so, if I may, I would like to leave 
this off the aN for the moment. 

(Discussion off the record.) 

Dr. Drypen. The number of engineering man-hours which will be 
spent in the future, both up to the prototype and beyond, is likely to 
increase very substantially, ads 1 by a factor of 7 to 10. This is 
because in terms of effort and money it is becoming more and more 
expensive to get a faster speed or longer range model, or any other 
improvements we still seek from our aircraft, such as all-weather 
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possibilities. If it were on the basis of commercial return, I doubt 
very much whether we could expect to continue spending money at 
the current rate. Perhaps one could go further and doubt whether 
such expenditures would be continued for any reason except the cold 
fact that we dare not let the Soviets get ahead of us. 

This [indicating] is the final stage, the production stage; which I 
have already discussed, and I will not spend too much time on it. 

Here, again, we are continually called in to help with difficulties 
which are encountered in the field, when it is decided to modernize, 
and so forth. You can recognize such developments in the designa- 
tion of the airplane. When A, B, C, D, or —1, —2, —3 are added to 
the type designation, that means new types embodying changes and 
improvements. We are called in for assistance in the solution of 
specific problems on each new type. 

The cost of these development projects is increasing very much. 
The cost of the NACA effort will also increase by a similarly large 
factor, as judged by the investigations that we have carried out so 
far through the prototype stage. ' 


NACA EFFORT 


This [indicating] again shows two of our work-horse fighters of 
World War IT. 

May I go off the record just a moment? 

(Discussion off the record.) 

Dr. Drypren. We will probably have to put in 10 to 15 times as 
much effort after flight of the prototype as before it flew, and the 
total effort will probably go up by a factor of 5 to 10. Such is the 
cost of meeting the new requirements of speed, range, altitude, and 
all-weather operation. 


WORK TO REMEDY DEFICIENCIES ON CURRENT AIRCRAFT 


The specific work on our current aircraft and missiles to remedy 
deficiencies, and to improve them to their highest capabilities, is an 
absolute must. This work has to be done. The great expansion of 
our military program is increasing this workload, and we face the 
prospect in the very near future of finding ourselves in the position 
we were in 10 years ago, just before the United States was catapulted 
into World War II. The pressure on NACA at that time to concen- 
trate on applying available scientific knowledge to the immediate im- 
provement of airplanes scheduled for war production soon became so 
great that our basic research programs were cut and cut until they 
represented hardly 10 percent of our total work. The result was that 
we came out of that war with our barrel of research information just 
about empty and with the reputation that we had done practically 
nothing in supersonic investigation. That is not true; there was effort 
in this field in this country, but it was very small. The great effort 
was put on the refinement of the reciprocating engines and the refining 
of the subsonic airplanes with which we were fighting during the war. 

After the war, with the support of the Congress, as you know, the 
appropriation level has remained about the same. We succeeded in 
putting 80 percent of our effort on basic research in the new fields of 
supersonic aerodynamics and jet propulsion, including programs on 
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ram-jet engines, supersonic propellers, research airplanes, hypersonic 
aerodynamics, automatic control, and aeroelasticity, with 20 percent 
devoted to such immediate problems as improving the altitude per- 
formance of jet engines, increasing the speed and improving the con- 
trol of transsonic airplanes, and improving the performance of super- 
sonic missiles. 

This program led to our being the first country to fly an airplane 
at-supersonic speeds. This program is the basis on which our current 
airplanes and missiles are designed. 


CONTINUATION OF SCIENTIFIC AND FUNDAMENTAL RESEARCH 


The estimates before you represent a step to avoid the recurrence 
of the World War II situation by continuing our present program of 
scientific and fundamental research. These charts are intended to 
represent that the amount of effort in research we are planning is the 
same that we are now conducting, while at the same time we must 
build up in response to the military needs the investigatory work which 
leads to the speedy refinement of production designs and correction of 
trouble and the essential day-to-day improvement of current types. 

In addition to personal services, there are increased needs for elec- 
tricity, to operate large wind tunnels around the clock, for travel, 
transportation of things, communications services, supplies, and so 
on. 
Ir this development work the needs for supporting funds are some- 
what greater in proportion than for research, because you must main- 
tain much closer contact with the engineers of industry to avoid 
production delays, and development work requires prompt model 
changes, and three-shift operation of certain critical facilities. 


AIRCRAFT 





We have some charts which we may go into later. For example, 
these [indicating] are the airplanes we worked on during the last 
war. The ones that have the heavy lines under them actually went 
into production. The ones with the light lines went through this 
stage of building two or three airplanes only, the prototype stage. 
The ones which have no lines under them at all were paper projects. 
They were never buili even in the form of one airplane. 

You will see the familiar B-29 airplane; the P-59, the first jet 
airplane in this country, and you will find here the first P-80. There 
are on this chart J01 airplanes, of which 51 went into production 
during the few years of the last war, and there are 41 that got as far 
as the prototype stage but did not go into production, and 9 which 
were projects that did not progress beyond the drawing-board stage. 

We have a great deal of detail which we can go into off the record, 
as to exactly what the projects are that are in front of us in the way 
of aircraft and engines and missiles, on which we will be called upon to 
do specific investigations. 

At this time I should like to yield the floor to Admiral Lonnquest. 
We expect General Saville, and probably Admiral Cassady to be here 
this afternoon. 

As you know, those gentlemen serve on NACA as added duty. 
They have obligations within the Department of Defense that they 
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cannot always lay aside, but they will be here later. Admiral Lonn- 
quest is with us now. 


VALUE OF NACA SERVICES 


Admiral Lonnquzst. Gentlemen, the general subject of the rela- 
tion between the National Advisory Committee for Aeronautics and 
the military services has been covered so fully by Dr. Hunsaker and 
Dr. Dryden that my statement can be very brief. 

I should like to specifically substantiate one point, however, that 
the services of the National Advisory Committee continue to be of 
extreme value in the development of military aviation. In fact, their 
importance cannot be overestimated. 

Dr. Dryden has outlined very fully the nature of the contributions 
which NACA makes in the development of military aircraft, and at a 
later time in the hearings further explanation of the technical programs 
will be made. 


DEPENDENCE OF MILITARY SERVICES ON NACA 


I would like to summarize the dependence which the military serv- 
ices place on the NACA in these terms: We look to the NACA for 
assistance in two broad fields. First, for fundamental research to 
produce the new basic facts and knowledge upon which advancement 
in aircraft and engine design can be based. ithout the steady flow 
of new scientific information the aircraft designers of industry would 
be lifting themselves by their bootstraps. We need a constant flow 
of new tricks. Second, we need the special know-how and facilities 
of the NACA to insure the prompt solution of the problems which in- 
variably arise, as Dr. Dryden pointed out, when prototype aircraft 
of our new programs reach the first flight stage. This involves all 
such special skills and apparatus as spin tunnels, rocket-powered free- 
flight models, free-flight-tunnel tests, ditching research, instrumented 
flight, and a variety of other assistances of that level. 

As Dr. Hunsaker has indicated, world events have stepped up the 
tempo of our defense efforts to an extraordinary degree, in all of which 
the airplane plays a vital part. The national emergency demands 
constantly better weapons, constant emphasis on superior quality, 
and on maintaining our lead in the capabilities of our aircraft. Success 
in the very large expansion of our military-aircraft program demands. 
that our approach here be on a twofold basis. 

First, we need a continually broader front to our research program 
in order to insure the discovery and effective utilization of the widest 
possible range of scientific knowledge. If a new scientific fact is 
some place coming over the horizon the applicability of that fact to 
improving the performance of aircraft must be immediately ascer- 
tained, no matter what the nature of the new development may be. 

Second, upon the development of new scientific knowledge we must 
have the ability to effect the fastest possible solution of the problems, 
of the specific problems which invariably arise as new aircraft ap- 
proach the flight stage and continue on through the successive stages 
of development. ’ 

As to coordination and cooperation, there need be no doubt that the 
efforts of NACA are geared directly to the needs of national defense. 
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Four of the seventeen members of the National Advisory Committee 
are officers of the armed services, two general officers of the Air Force, 
and two flag officers of the Navy. Below the main committee, all of 
the subcommittees of the NACA contain one or more representatives 
of national defense. The matter of coordination and elimination of 
duplication is further assured by the fact that Mr. William Webster, 
who is the Chairman of the Research and Development Board of the 
Department of Defense, is also a member of the National Advisory 
Committee for Aeronautics. 

As Dr. Dryden has so aptly put it, military aircraft must embody 
the extreme frontiers of human knowledge. Those frontiers are not 
fixed, but they move forward constantly under the pressure of scientific 
discoveries, not only in the United States but all over the world. The 
military services expect and depend on the National Advisory Com- 
mittee, with its powerful momentum of continuity of effort, to provide 
the scientific knowledge and assistance which is vital for the advance- 
ment and improvement of military aircraft and for the success of our 
aircraft-development programs. 

Mr. Tuomas. That was a good statement, Admiral. I know you 
want to get away, Admiral, so may I ask you a question or two here 
so that we might save you time later. 

In the formulation of the budget for the NACA, what part does the 
Navy play? There are two flag officers of the Navy, and two general 
officers of the Air Force on the committee of 17, but just what part 
does the Navy play in formulating the budget of the N ACA? 

Admiral Lonnqusst. Largely through an exposition—which goes 
for the military officers as well—of the needs which the military 
services are likely to have for the services of the NACA during the 
coming year. 

Mr. Tuomas. That is very general. You are a member of the 
committee yourself? 

Admiral Lonnevest. Yes, sir. 

Mr. Tuomas. Have you had occasion to study this budget? 

Admiral Lonnqusst. Yes, sir; I have. Through a succession of 
meetings and through a succession of appearances like this I have been 
kept fully informed and have registered my vote in each case as the 
budget developed. 

Mr. Tuomas. Did you or your nominee have anything to do with 
the compilation of the budget in its thousands of details? 

Admiral Lonnausst. No, sir; the compilation and the formulation 
of the budget,is performed by the technical staff of the NACA under 
Dr. Dryden’s direction. Its approval rests with the main committee. 

Mr. Tuomas. Does the committee vary the amount of the budget 
after it has been formalized by Dr. Dryden and other interested 
permet? Does the committee usually accept it as it is presented to 
them? 

Admiral Lonnausst. No, sir; I do not recall of any specific changes 
that have been made. As I say, the budget is initially formulated on 
the basis of indications from the military as to the programs involved. 


UNITARY PLAN PROGRAM 


Mr. Tuomas. You will recall that we had a unitary program for 
(950. Do you recall he amount of money that the NACA received 
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for that wind tunnel program over and above its operating cost and 
every thing? 

al inalual tanenenanae: $75 million, I believe, is the figure. 

Mr. Tuomas. That is correct. How much did the Navy receive 
for that program? : 

Admiral Lonnquszst. I think we asked originally for about $4 
million for one tunnel, and subsequently we withdrew that request. I 
— we got no dollars, if I recall correctly, as part of the unitary 
plan. 

a Tuomas. If my memory serves me correctly you received $125 
million. 

Dr. DrypEen. That was the Air Force, sir. 

Mr. Tuomas. The Air Force? How much did the Navy get? 

Dr. Drypren. The Navy asked, as the Admiral said, for one wind 
tunnel, and later withdrew the request. 

Mr. Tuomas. The Air Force got $125 million? 

Dr. Drypen. Actually, I think, when Congress was through, they 
received $157,500,000. 

Mr. Tuomas. How much is in the contemplated budget, or the 
budget for 1951, for the Bureau of Aeronautics of the Navy Depart- 
ment for research and development? 

Admiral Lonquest. The total of the 1951 budget, including the 
first and second supplemental, was $130 million for research and 
development. 

Mr. Tuomas. Did you have any money in there for prototypes? 

Admiral Lonnquest. Yes, sir; the major part of it goes for pro- 
totypes. 

Mr. Tuomas. Only $130 million? 

Admiral Lonnausst. Yes, sir. 

Mr. Tuomas. Do you remember what the Air Force figure was for 
that same purpose? 

Admiral Lonneurst. No, sir; I do not. 

Dr. Drypen. It is of the order of $200 million, I think, including 
the first and second supplementals. I would have to check that, sir. 


Formvu.ation oF NACA BupGetr 


Mr. Tuomas. Please advise the committee, Dr. Dryden and Dr. 
Hunsaker, just how this particular budget was formalized. Just detail 
the steps. 

Dr. Hunsaker. I think I can give it to you in general, supplement- 
ing the Admiral’s answers to. your questions, as to what his participa- 
tion was. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Dr. Hunsakxer. We see a work load ahead. We are in touch with 
our military colleagues and with our civil-aeronautics people from the 
air-transport side as to what is coming ahead. Dr. Dryden and his 
staff then, seeing the work load ahead, knowing what they have on 
hand, knowing the pressures on them to do things faster than they are 
doing are asked to make proposals as to what we had better set for 
next year’s budget. 

The executive committee meets, considers, and discusses in a pre- 
liminary way what is ahead of us. The chairman will appoint a panel 
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of the members to consider the specific facilities, the large items of 
cost that are proposed for consideration. That facilities panel will 
discuss with the staff why they think these things are needed, why they 
cannot get along without them, why there is not some short cut, and 
will come up with their view as to what is necessary. 

In the case of this budget, I believe the facilities were pretty well 
agreed on as regards the rate at which we ought to operate them— 
that is, the personnel, the salaries and expenses. The executive com- 
mittee reconsidered the proposals of the staff, and on motion, I 
believe, of the military members, the executive committee decided to 
increase the rate of working in view of the international situation. 

So the answer to your question, ‘“‘Does the Committee act in au 

perfunctory manner and accept what the staff says” is, “Not always 
In this case we believed we should increase it. We believe the man- 
power can be found. We may not be able to find experienced men, 
but we might find good men and train them on the job. 


Construction Funps 


Mr. Tuomas. You are requesting $25 million in construction money 
about $12 million of which is to liquidate prior-year contract authority. 
You have fresh money to the tune-of about $13 million for new con- 
struction. What was the original figure that Dr. Dryden and his 
staff submitted? 

Dr. Hunsaxker. I believe Mr. Ulmer may have that. 

Mr. Utmer. There was no change in the figure for construction 
and equipment; the committee directed that one project be submitted 
as a 1951 supplemental item rather than a 1952 regular item. The 
staff’s estimate for salaries and expenses, I believe, was incr reased 
approximately $18 million by the committee. 

Dr. Hunsaker. That has to do with the speed at which you use 
these costly facilities. If we have the facility, the last thing we want 
to do is to let it sit idle except for 40 hours a week, and we want to get 
more men on the job, so as to operate the more expensive and critical 
facilities around the clock—24 hours a day, 7 days a week. 

Dr. Drypen. I think it is fair to bring out that I think what Mr. 
Thomas is after. $18 million is the figure which Dr. Hunsaker is 
presently talking about. What the Committee said was, “If you run 
this altitude tunnel three shifts, tell us how much it will cost.” And 
the same way with the big supersonic tunnels. In other words, the 
Committee told us what they wanted done; we told them how much it 
would cost to do it. 


MeMBERSHIP OF COMMITTEE 


Mr. Tuomas. There has never been put in the justification the 
membership of the Committee of 17. I know they are all distinguished 
citizens and outstanding men in particular fields. Suppose you name 
them at this point in the record. 

It should be stated that these gentlemen all serve without compen- 
sation. 

What is their business in private life? Of course, they are all con- 
nected with engineering in one phase or another. 
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Dr. Hunsaxer. I will begin with myself. I occupy the position 
of Chairman because of election by my colleagues. They elect their 
Chairmen from year to year, and for this year I am their Chairman. 
Therefore, I am here before you speaking on their behalf. 

The Vice Chairman is Dr. Alexander Wetmore, secretary of the 
Smithsonian Institution. 

Then, taking them alphabetically, they are Dr. Detlev W. Bronk, 
who is president of Johns Hopkins University and president of the 
National Academy of Sciences, a physiologist in aeromedicine and 
perhaps the most distinguished man in that field in the world. He 
represents among us the human engineering, the physiological and 
psychological limitations of man as an animal who has to operate 
these speedy vehicles. 

Then there is Vice Adm. John H. Cassady, Deputy Chief of Naval 
Operations, who represents the operation of naval aviation. 

Dr. Edward U. Condon, Director of the National Bureau of Stand- 
ards, who is a physicist of distinction. 

The Honorable Thomas W. S. Davis, Assistant Secretary of Com- 
merce, who represents the interest of civil aviation. 

Gen. James H. Doolittle, vice president of the Shell Oil Co. and 
the distinguished commanding general of the Eighth Air Force in 
the last war. 

Mr. R. M. Hazen, director of engineering, Allison division of 
General Motors, that makes jet engines in Indianapolis. He is a man 
from the propulsion end of the industry. 

William Littlewood, vice president for engineering of the American 
Airlines. He represents the requirements and problems coming from 
the air transport industry. 

Adm. Theodore C. Lonnquest, rear admiral, United States Navy, 
Deputy and Assistant Chief of the Bureau of Aeronautics in charge of 
research and development, whom we are pleased to have with us 
here today. 

Gen. Donald L. Putt, major general, United States Air Force, is 
Director of Research and Development, Office of the Chief of Staff 
for Development. 

Mr. Arthur E. Raymond, vice president for engineering of the 
Douglas Aircraft Co. He represents the requirements and experience 
of the airframe airplane industry. 

Dr. Francis W. Reichelderfer, Chief of the Weather Bureau, looks 
after the problems of meteorology. 

Honorable Delos W. Rentzel, Chairman of the Civil Aeronautics 
Board, Department of Commerce. 

Maj. Gen. Gordon P. Saville, United States Air Force, Deputy 
Chief of Staff for Development. 

Mr. William Webster, Chairman of Research and Development 
Board, Department of Defense. In his job, he is coordinator of all 
research and development work in that Department. 

Dr. Theodore P. Wright, vice president for research of Cornell 
University. He is an aeronautical engineer of some 30 years ex- 
perience. 

Those are the members of the committee. The officers appointed 
by them are: 

Dr. Hugh L. Dryden, Director; Dr. John F. Victory, Executive 
Secretary; Mr. John W. Crowley, Associate Director for Research; 
and Mr. E. H. Chamberlin, executive officer. 











365 


Mr. Tuomas. You certainly have a distinguished array of out- 
standing persons there. There is no question about that. 

Dr. Hunsaker. I am very proud to have been chosen as their chair- 

man to speak for them this morning. 

Mr. Tuomas. We might say something about our chairman here 
(Dr. Hunsaker). He is a man of no small means in his own right. 
He is Director of a great department of the Massachusetts Institute 
of Technology. He is an aeronautical engineer and I understand in 
his own right is perhaps one of the outstanding consulting engineers 
in the country today. 


MEETINGS OF THE COMMITTEE 


Mr. Tuomas. How often does the full Committee meet? 

Dr. Hunsaker. Substantially monthly. 

Mr. Tuomas. Whereabouts? 

Dr. Hunsaker. In Washington or at one of our three laboratories, 


INCREASE IN NACA BUDGET 


Mr. Tuomas. There is one thing we can all agree on with you 
gentlemen, both for the Committee and the country as a whole: I 
think your work is absolutely vital. To curtail it would be penny- 
wise and pound-foolish. But I cannot forget that some 6 or 7 years 
ago, when our distinguished colleague, the gentleman from Massa- 
chusetts, Mr. Wigglesworth, was complaining in no uncertain terms 
when you were trying to increase your budget from $4 million or $5 
million a year to $5 million or $6 million, I perhaps should have been 
listening rather than talking, but I told my colleagues I could visual- 
ize at some time 15 or 20 years in the future this agency might reach 
a $25 million budget. And in less than 7 years it has trebled that 
fantastic figure, I might add, of $25 million, and now it is $80 million. 

Dr. Drypvren. I think that is a characteristic of progress in aero- 
nautics. 

Mr. Tuomas. This is an agency that has grown by leaps and bounds. 
Your budget has increased in the last 9 years about 1,300 or 1,400 
percent. I know of no governmental agency that even approximates 
the pattern of growth or rapidity of growth. It is a companion 
industry of the airplane manufacturing industry of which its funds 
for the support of that industry, using somewhat of a guess figure, 
must be 90 to 95 percent Government funds. It is operated under 

rivate management, which is my judgment of the way it ought to 
»e done, even though it is suppor ted preponderantly with Govern nment 
funds. If the Government was in the business of building its air- 
planes, instead of costing a figure, say, of one, it would certainly cost 
one and a third or one and a quarter, if the Government had to do it. 
In other words, it would cost the taxpayers at least 25 percent more 
to carry on that business if it was operated by virtue of Government 
rules and regulations and the deadening process of civil service, and 
so forth. 

IT am just wondering why this industry could not be turned over to 
private industry and why does the Government have to do it and why 
should the Government do it. It is obvious that private industry 
could do this job just like it is doing it in the construction of airplanes 
and perhaps fr rom 20 to 30 percent “cheaper than it is being done now. 
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Would anyone care to comment on that? 

Dr. Drypen. I think I would like to comment on that. I object a 
little bit to “the deadening hand of the civil service,” because we have 
not found that it is. 

Mr. THomas, Well, we have. In fact, where you see one segment 
of it, we see perhaps 50 times as much of it as you do. 

Dr. Drypen. It would be possible, I suppose, to have somebody 
in the Government make a contract with private industry; it would 
be possible for somebody to make a contract with the directors of our 
laboratories to operate them, but I do not believe they would be 
operated any more efficiently than they are now. In fact. I am sure a 
private enterprise set up for the purpose would pay higher salaries 
at the top level. The overhead cost would be greatly increased. That 
is my opinion, of course. There would also be some profit taken by 
industry. 

Mr. Tuomas. Let me respectfully disagree with about two-thirds 
of your statement. On the top-level policy—there is no question 
about it—industry pays far more than the Government does, but 
for the same or a similar type of work down beneath that, the Gov- 
ernment pays about 20 or 25 percent more than industry pays. 

Dr. Hunsaxer. May I speak to that general question, which is 
one of whether research or development or anything can be done for 
the Government better by setting up a Government laboratory and 
facilities or by contracting for it with a private corporation, if there 
be one, or with a Government corporation if there be not one. That 
is one of those general things that I think depend on the occasion and 
the circumstances. You will observe that the Atomic Energy Com- 
mission operates in both ways; it has made contracts with industrial 
firms to carry out great projects for them, which gives a freedom in 
the carrying out of that project, as there is a freer hand in the selec- 
tion, hiring, and firing of people and the purchasing of supplies. 
Perhaps it has advantage there if you can get a competent operator 
who brings great experience and know-how. 

Mr. THomas. The broad principle I laid down was simply that 
private enterprise can certainly in terms of cost do a job more 
efficiently than the Government can. Do you disagree with that? 

Dr. Drypen. I disagree so far as our operation is concerned. 

Dr. Hunsaker. I would like to take hold of that ball and say it is 
a matter of opinion. If you can find the private industry that has 
the know-how and the skill that has been obtained under competitive 
commercial conditions to do the required job, then by all means have 
it done by private industry; but where there is not an existing industry 
to take it on, then you are in some trouble, and the answer has been 
for the Government to do it. In the development of guns, weapons, 
and armor plate, there is a long history there where the Government 
has had to take on those sneciits things itself. We have had arsenals 
from the very beginning of the Republic for the building of rifles and 
in the munitions buisness. Sometimes it was healthy; sometimes they 
were called merchants of death and were held in very extreme con- 
tempt, so that private industry did not want to fool with it. There 
are ups and downs. I would think in the case where we are now it is 
debatable always whether, after thirty-odd years a Government agency 
should not be looked at with a fresh point of view, not a hostile one, 
as to whether it could be abolished and its functions performed by 
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some other organization. I think if a Government corporation is made 
and the money is poured into that, it would not make much difference 
whether you do it through a governmental agency or through an 
industrial contract. You base no competition. 

Mr. Tuomas. But from the standpoint of efficiency, you cannot 
escape the fact that private enterprise is certainly from 20 to 30 
percent more efficient than the Government. It is just one of those 
things that cannot be helped. 

Dr. HunsakeEr. I believe it is true that in the efficient and success- 
ful enterprises in a competitive industry those high efficiencies are 
there. In some industrial concerns, which I naturally know as an 
engineer, the efficiency is at an incredibly low level. Witness the 
number of failures per annum of ventures in private industry. There 
are a lot of people who try and go bust. They are not quite efficient 
enough to survive. 


Sick AND ANNUAL LEAVE 


Mr. Anprews. Let me ask at that point: Do the employees of 
NACA get the regular annual leave that other Government employees 
do? 

Dr. Drypren. Yes; they are ‘civil-service employees. 

Mr. Anprews. In other words, they get 26 days’ annual leave per 
year? 
Dr. Drypen. The same regulations apply that apply Government- 
wise. 

Mr. AnprRews. And they are working days? 

Mr. Utmer. That is correct. 

Mr. AnpREws. Now, Doctor, do you know of any industry where 
the paid employees get 26 working days per year leave? 

Dr. Hunsaker. The universities do. 

Mr. ANprRews. Well, in the business field? 

Dr. Hunsaxker. You are thinking about research. 

Mr. Anprews. I figured it up a few days ago, and I was amazed 
to find that the average Government worker gets 26 days per year 
annual leave or vacation, 15 days sick leave, which are working days, 
9 holidays, and 104 Saturdays and Sundays off the job and only stays 
on the job for 210 of the 365 days in a year. 

Dr. Drypen. There is the possibility of such absence, but I do not 
think the records show that. We can produce the records on the 
amount of sick and annual leave taken. 

Mr. Anprews. Well, if they do not take the annual leave as vaca- 
tion, they get paid for it; do they not? 

Dr. Drypren. No, sir; they lose it. 

Mr. Anprews. Well, that was true up until about 3 months ago. 

Dr. Vicrory. I would like to say a word on that. I will say that 
for the last 10 or 15 years I have never taken all of my annual leave, 
and I can name any number of employees who do not take all their 
annual leave. 

Mr. Anprews. Do you have any figures on how many of your 
employees took all of the 26 days annual leave for the calendar year 
1950? 

Dr. Vicrory. Of course, but I did not bring those figures with me. 

Mr. Anprews. I say, do you have that. 

Dr. Vicrory. Oh, ves. 
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Mr. AnpreEws. I wish you would put it in the record. Also put in 
the record the number of employees who took 100 percent of their 
‘sick leave, 90 percent of their sick leave, 80 percent of their sick leave, 
and 50 percent of their sick leave. 

Dr. Drypven. It is very simple to give you the facts. 

(The information is as follows:) 


Analysis of annual and sick leave used during the calendar year 1950 





Distribution of em- Distribution of em- 
ployees by per- Ployees by per- 
centage of total | centage of total 
employment'— | employment— 








For For | | For For 
annual sick || annual sick 
leave leave || leave leave 
used |} used used 





Percentage of earned leave | Percentage of earned leave 
1 used-—Continued 

30 to 39 1.6 
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1 Figures compiled from a detailed analysis of the calendar year 1950 annual and sick leave records of the 


6,595 NACA employees payrolled for the entire calendar year 1950; records of employees who were payrolled 
or less than the full year were not included. 
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Mr. Puiuurrs. I think we ought to emphasize the fact that this 
committee has been questioning the war situation; that is, you bring 
these budgets to us as a great emergency, and then you tell us your 
agency, as in the case of the others, is working 40 hours a week. 

Dr. Drypen. That cannot be changed by our action. We can 
work a 48-hour week only by firing a lot of the people we now have, 
because we have insufficient funds to pay all for a longer workweek. 
You are raising the question of whether, instead of asking for new 
employees, we should not ask more money to put the whole force on 
a 48-hour week. I think surely that is coming, but we cannot take 
that step at this time. 

Mr. Puiturrs. I think the subcommittee is trying to find out how 
serious a war the Government agencies think this is. 

Dr. Drypen. We think it ought to be taken more seriously. I 
will agree with you in that 100 percent. 


Contracts With UNIVERSITIES 


Mr. Tuomas. The country is in an emergency period, and you have 
$777,500 in here for subsidizing chairs in universities. Now, do you 
want to do business as usual, or do you want to get on an emergency 
footing? You have been doing that since 1916. Could not you get 
along without that for a while? 

Dr. Vicrory. You refer to subsidizing universities? 

Mr. THomas. That is what it amounts to. 

Dr. Vicrory. We are contracting for professional services at very 
low cost. 
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Mr. Tuomas. Well, whatever terminology you want to use, could 
not you get along without that $777,500 now? You have been doing 
that ever since 1916. 

Dr. Hunsaxer. That is right. Under the authority of the Con- 
gress, we are allowed to spend up to a limited amount of our appro- 
priation for work that we will hire to have done, and when we find 
the existing skills and equipment in a university, we will hire that 
done instead of trying to build up our own laboratory to do it. We 
think with the war pressure mounting we would save our country 
money if we could increase the amount we could get done in that 
manner. It has nothing to do with courses in universities; it has 
nothing to do with subsidizing anyone. ‘This is paying for research 
work done on a problem given by us to a university laboratory, at their 
cost, without profit. It is -_probably saving the Government both 
time and a great deal of money. It saves us money not to have to 
provide the facilities. 

Mr. THomas. You would want to continue that during this period? 

Dr. Hunsaker. Very much so. If things get hotter and we find 
there are facilities in the country and men with great skill not being 
used, I would like to use them. 

Mr. Tuomas. Those are mainly students. 

Dr. Hunsaker. Those are heads of departments, the leading men 
in the field that we can get to help us. If it is a problem in the 
metallurgical field, we go to the University of Michigan, to their 
metallurgical department. And we have been going there for a num- 
ber of years. Professor White and Professor Freeman are outstanding 
men, men we never could hire to work for the Government, at least 
in ordinary times, but we can hire them, their staffs, and their labora- 
tories to work on our problems and report to us what they find out. 
We use such people where they can be found and from coast to coast 
I think we have many university contracts outstanding. 

Mr. Uxmer. The list is in the supporting material. 

Mr. Tuomas. It was around 62 that I counted last night. 

Dr. Hunsaker. That is an item that somewhat confuses our dis- 
cussion of a little while ago. That is the only place where we can get 
some private enterprise doing something for us, where they have the 
facilities we would otherwise have to duplicate. We make a contract 
with a nonprofit institution to do a job for us in accordance with our 
specifications and to pay what it costs them. 


PERSONAL SERVICES 


Mr. Tuomas. You want 1,200 additional employees for 1952. You 
now have 7,761 and want to increase it to 8,961. 

Dr. Hunsaker. Yes. 

Mr. Tuomas. I was noticing the allocation of your employees. You 
want 777 of those 1,200 to increase the utilization of certain critical 
research facilities, 242 at Langley Field, 100 at Ames, 435 at Lewis. 
What are those 777 additional people going to do? 

Dr. Hunsaxer. They will do the same kinds of things the 7,000 
are doing, but we can go a little faster, get more people on the job, 
and work our tremendously expensive equipment more effectively. 
I believe it is poor economy to have valuable equipment standing idle 
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while the staff is asleep and come around and work on it again 
tomorrow. 

The most difficult thing of all is to get people of a high quality. 
Our recruiting problem is serious. That is one of the things our 
executive committee has discussed. 

Mr. Tuomas. I was reading the justifications last night, and I 
noticed you had so many applicants for jobs that you had to weed 
them out and had to spend a great deal.of money doing that. 

Dr. Hunsaker. That isa problem. Selecting quality is a headache 
for whoever does it. 

Mr. Tuomas. And you have been telling us for years of your 
efforts to get the various universities to train good research workers. 

Dr. Hunsaker. That is true. 

Mr. Tuomas. That is a very valuable and integral part of the pro- 
gram, but now you have so many applicants for jobs that you have 
to spend money every year trying to weed them out. 

Dr. Hunsaker. I do not believe all applicants are qualified. You 
would rather have us weed out people so as to get qualified people. 

Mr. Tuomas. I am just repeating your words in your own justi- 
fication. 

You want 73 of those 1,200 people for the completion of the staff- 
ing of your new facilities that you started staffing in the fiscal year 
1951. You want 30 people to start staffing new facilities that will 
come into operation in 1952. ; 

Dr. Hunsaker. May I turn that question over to Dr. Dryden, 
who is responsible for the use of those people? 

Mr. Tuomas. Then you want an expansion of the research effort at 
Wallops Island station and Edwards station. Thet is the Muroe Air 
Force station? 

Dr. Drypen. That is right. 

Mr. Tuomas. You want 155 at Langley, 150 at Edwards, and 15 at 
Wallops Island. That isa total of 320. Just what are those 320 going 
to do that you want for the expansion of research facilities? 

Dr. Drypen. They are, for example, going to take a model of an 
airplane that the military service is going to build, put a rocket in its 
tail, put some instruments in it, and fly it at Wallops Island to see 
whether it is stable, whether the drag estimates are correct. Edwards 
is the high-speed base where we are using full size research air- 
planes—— 

LANGLEY LABORATORY 


EMPLOYMENT AT EDWARDS AIR FORCE BASE 


Mr. Tuomas. Let us get down to something definite. Give us the 
classification breakdown of those 150 people you want at Edwards. 

Dr. Drypern. It is a question of how much detail you want. ! do 
not have it right at my fingertips. 

Mr. Tuomas. What are those 150 people going to do; what are their 
classifications? 

Dr. Drypen. I-can tell you generally the kind of people. The 
group probably includes another pilot to fly airplanes, computers to 
work up the results, instrument men to keep the instruments in order 
and to install them in the aircraft, mechanics to keep the airplanes 
operating. There are scientific people who supervise and plan the 
program and the measurements that are going to be made. 
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Mr. Umer. I do not have the detail in the form in which the 
question was asked. In response to your request yesterday we worked 
until 12 o’clock last night getting the sheets prepared. As you know, 
for the budget we prepared the regular green sheets covering all NACA 
activities, and last night we worked out the breakdown of those sheets 
into the various laboratories of the NACA, and I have those here. 
They have not been typed. I would like very much to get them in a 
presentable form and submit them for the record. 

With respect to the 150 people at Edwards Air Force Base we are 
asking for in 1952, I can go down and subtract the 1951 from the 1952 
column and list the people in detail with their titles, for the record. 

Mr. Tuomas. Can you give us some idea now? 

Mr. Utmer. We start with one aeronautical research scientist in 
grade 13. In grade 12 there are two aeronautical research pilots 
requested as an increase. 

Mr. THomas. How many pilots do you have now? 

Mr. Umer. We have three out there, I believe. This will make 
five. I believe Mr. Abbott will later discuss the increase in the 
research airplane workload at that station which necessitates the 
hiring of those two additional pilots. 

There are six additional aeronautical research scientists required in 
grade 11; there are three of the same type of personnel required in 
grade 9. ‘There is one engineer in grade 9. 

Mr. THomas. What are those people to do? You have named 
some 12 or 15 scientific personnel. 

Mr. Utmer. They are going to handle the research work out there 
on the high-speed flight research program conducted jointly by the 
NACA and the military services. This might be a good time for 
Mr. Abbott to discuss that program and the specific plans for Edwards 
Air Force Base. 

Dr. Drypen. I was giving a general description of the work to be 
done. If you ask what a specific man is going to do, the only way 
I know to answer is to bring to Washington the people running the 
program and let them tell you exactly what airplane each man is 
going to work on and exactly what he will do. 

Mr. Tuomas. Who made out this budget; who came up with this 
particular figure? 

Dr. Drypen. This particular figure started as estimates made in 
the field. They were then referred to the Langley Laboratory and 
then to NACA headquarters. The estimates were cut very substan- 
tially at both places in the process. 

The major problem is this; Mr. Abbott will describe the detail. 
When a research airplane is being built, somebody has to guess the 
date it is going to be delivered and plan to have the people there to 
carry on the work. We reviewed the estimates made and decided that 
the estimates of dates when they were going to get certain airplanes 
were optimistic because past experience had shown they usually 
arrive later than estimated. Therefore, more or less arbitrarily, we 
have scaled the/estimate down to what we thought was a reasonable 
estimate of how fast the planes would come in. We have an engineer 
in charge of Muroc who has the responsibility for carrying on certain 
work. He makes an estimate in detail of the kind of people he needs 
and what he is going to use them for. We do not have those records 
in the central office. We are a decentralized agency, as you know, 
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and the way we operate is to some extent the sume as in the military. 
Where there is a job to be done we hold the people running it respon- 
sible for doing that job. 

Mr. THomas. How many of these 150 employees are clerical 
workers? 

Dr. Drypen. It is a relatively small number. On page 14 there 
is a breakdown of the total complement in 1952. If the requested 
increase is granted, there will be 342 people at Edwards; 99 of that 
number are scientists; 45 are in computation and data reduction; 104 
are in operation and maintenance, they are the mechanics and people 
who maintain the airplanes; 76 are in skilled trades and services, they 
do the shop work on the instruments as required; 18 are in adminis- 
tration. We do not have the specific number of clerical workers, but 
18 of the 342 are in administrative work at the Edwards base. 

Mr. Tuomas. Those two headings are very confusing. It does not 
mean anything—operation and maintenance and then you have an- 
other column “skilled trades and services.” What is the difference 
between “operation and maintenance” and “skilled trades and 
services’? 

rt Drypren. Maintenance is keeping the stuff you have going, 
an : 

Mr. Tuomas. Then you have computation and data reduction. 
What is that? 

Dr. Drypen. In computation and data reduction we deal with a 
lot of photographic records and instruments that come from a test 
flight of the airplane in great, wide rolls. We could bring some of 
the records and show them to you. The film is put on a machine, 
records made, and numbers taken off, and computations made to 
show the loads on the airplane and the speeds. That is what is meant 
by computation and data reduction. 

“Operation and maintenance”’ is keeping things going, keeping the 
airplanes in the air. : 

“Skilled trades and services” is making new things, installing a piece 
of pipe or wiring, or making a new instrument. 


LEWIS LABORATORY 


Mr. Tuomas. Take your own tabulation, for instance. Under 
“Research scientists,’ you show Lewis Laboratory with 764. Then 
in administration you have 245—practically 33% percent in adminis- 
trative work. 

Dr. DrypeNn. Roughly about 1 in 4 of our people is a scientist; 
in administrative work we have roughly 1 in 10; 245 is about 7 

ercent of 3,183. Those people do the administrative work for the 
aboratory as a whole. It takes 245 people to administer the work of 
3,183; 764, which is a little over a fourth—about 25 percent—are 
scientists. We have found by experience in doing those jobs that the 
composition of a large group is surprisingly uniform. If you take 
these percentages at each of our laboratories, they are of the same 
order. It is like running a factory; the manager knows how many 
lathe operators, how many milling machine operators it takes to do & 
particular job. 
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INCREASED PERSONNEL FOR UTILIZATION OF CRITICAL RESEARCH 
FACILITIES 


Mr. THomas. What about this figure of 777 for increased utilization 
of certain critical research facilities at the three laboratories? 

Dr. Drypen. May I show you one of the things that is for? Here 
is the work which is scheduled at Lewis Laboratory on the engines that 
are to be the power plants of our new airplanes [indicating on chart}. 
Most of the ones on the first sheet are pretty well along. Here are the 
big engines which are not yet in production. 


LEWIS LABORATORY 


Mr. Puixuirs. Where is Lewis Laboratory? 

Dr. Drypen. At Cleveland. They will have the turbine part of 
this engine ready for study in April 1951. In October 1951 the 
military services will desire us to run altitude tests on that engine. 
We have the whole list here and can go into any one of them in detail. 
We have the only facilities that are available for seeing whether these 
engines will operate in an airplane at 50,000 or 60,000 feet. There is 
no place else to go. The manufacturer has no facilities; the manu- 
facturer does operate one or two airplanes trying to keep them flying 
at very high altitude, at great trouble and expense. With the step-up 
of the engine development program of the services by a factor of about 
three, every manufacturer wants time scheduled in our facilities for 
each of his engines. We operate some of the facilities three shifts a 
day; we will have to operate more of them 7 days a week, and even 
then only the engine developments which are most urgent can possibly 
be scheduled. 

Take another example—the control system of this engine. That 
control system was recently in our altitude wind tunnel. That control 
system was worked out by ground-running the engine on a test stand. 
When it was put in the altitude wind tunnel under conditions simulat- 
ing 50,000 feet altitude, it was found that the control gave what you 
might call a shimmy or surging of the engine. This engine was ready 
to roll off the production line. It had to be fixed as quickly as it 
possibly could be fixed. And with the company’s engineers we found 
why it was unsatisfactory. We have .apparatus at Cleveland, 
an electronic simulator, so-called, in which we imitate the control 
system in the engine. With that simulator we set out to find out 
what it was necessary to do to correct it. That correction has been 
made, the engine run, and the control system cleared for production. 
That is what these people are going to do in one or two specific ex- 
amples. We can go through all the prospective aircraft in the same 
way. 

General Saville called us a couple of weeks ago about an airplane 
going into production. It hasa little tailshake. He wanted to know if 
we would get the people from Ames Laboratory to visit the manufac- 
turer to see what they have done, to look over the results, and suggest 
what might be done. 

This is what we are talking about in this increase. I do not know 
how to make it any clearer than that. The estimate is at best an 





374 


estimate. As you say, we do know that the military funds are going 
into engine development, the military funds going into aircraft 
development have been multiplied by a factor which nobody knows 
because the 1952 estimates are not yet submitted to Congress. The 
factor is probably about three. Such an increase is bound to bring 
an increased load on us, and we are trying to be prepared to meet it. 


EMPLOYMENT, FEBRUARY 1951 


Mr. Tuomas. How many people do you have on your payroll as 
of February 1 of this year? 

Mr. Umer. I have the figure here as of the 14th of February— 
7,375. 

Mr Txromas. About 380 under your 1951 estimate. 

Dr. Drypren. You recall that a supplemental appropriation was 
just passed by the last Congress authorizing 600 additional people. 
We are now engaged in getting those people. 

Mr. Utmer. The money provided in the supplemental permits a 
“straight line” hiring from the 1st of January to the end of the fiscal 
year, which requires us to take them on gradually. 


PayYMENT TO AGENCIES FOR RESEARCH 


Mr. Tuomas. I see you are paying the Bureau of Standards about 
$200,000 a year to do a little research and the Forest Products Lab- 
oratory in Wisconsin $22,500. 

Dr. Drypen. Those are the same class and the same type of work 
we have done at universities. In fact, the only people capable of 
doing research on wood are at the Forest Products Laboratory. The 
Bureau of Standards has specially qualified men, groups of experts in 
various fields, as perhaps you know, For example, they have some 
very good people in ceramics, and they have worked out for us ce- 
ramic coatings for the combustion chambers of jet engines which are 
extremely promising as a means of reducing the amount of critical 
material in jet engines. We go to the Bureau of Standards because 
they have two men named Gelles and Harrison who are outstanding 
experts in the ceramic field. They cooperate with industrial com- 
panies, and the coatings will be made by industrial companies. 

Mr. THomas. Why should you pay the Bureau of Standards or 
the Forest Products Laboratory these funds? This is essentially 
a military program, and why should you have to make a direct con- 
tribution to the Bureau of Standards? I do not know of anything 
more important to the needs of the country than the military activities. 

Dr. Hunsaxer. We went into that with the committee some years 
ago, and the question was to get the Bureau of Standards to set up 
in its budget the additional cost of doing jobs for the NACA. It was 
decided then that that was improper budgeting; that we should carry 
in our estimates everything we wanted done, regardless of where it 
was done, and then, by making a transfer of funds to the Bureau of 
Standards, to make use of an existing Government laboratory so as 
to avoid duplication of facilities. We have been doing this with the 
Forest Products Laboratory at Madison and the Bureau of Standards 
for 20 years or more. It is a matter of budget policy. 
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Mr. Tuomas. With all of the facilities at the three laboratories, it 
is sort of difficult to understand why you could not do it yourself, 
with your 7,000-some employees and $100 million or $200 million 
worth of tools and equipment, which is a much larger institution by 
far than the Bureau of Standards; is it not? 

Dr. Hunsaxer. | have got to be argumentative. If we had any 
surplus people hanging around, we could put them in the ceramics 

roup, maybe, and do it just as well. But in that case, we would be 
ack to you for another 50 or 100 men. Actually, we have not a 
ceramics laboratory like the Bureau of Standards, nor do we have 
the ceramics experts that they have at the Bureau. The same is 
true of the Forest Products Laboratory, which has been supported 
by the Government for a generation or two. They have the best 
experts in the world on wood utilization and adhesives for making 
laminates. We can use those men and facilities without building a 
forest-products laboratory to duplicate their facilities for such a small 
amount of wood and adhesives as we have to use. 

I think it is economy for the Government to make use of a Govern- 
ment laboratory where we can. If there were an industrial laboratory 
that could do that job, I would like to contract it to be done there, 
if it could be done better. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. I notice you have $150,000 in here for transportation 
of things, and that you like to have all of your freight shipped on an 
f. o. b. destination basis and I notice the statement: 

This policy results in a slight increase in the cost of supplies and equipment 
which is more than offset by savings in administrative expenses involved in the 
issuance of and accountability for bills of lading— 
et cetera. 

Does the General Accounting Office instead of the Bureau of 
Transportation check your invoices on rates, et cetera, or do you 
have a group that handles that? 

Mr. CHamBerLIN. No; they check it, but we have also been checking 
our own. 

Mr. Tuomas. How many clerical employees do you have in this 
transportation group? 

Mr. Uumer. There is no group of people set up specifically to 
handle vouchers on transportation work. They handle all vouchers 
of the laboratory. We are sort of at the mercy of manufacturers 
on this business of transportation vouchers. We would much rather 
issue contracts and award orders on the basis that we pay for goods 
delivered to the laboratory. We try to encourage that because it 
eliminates a lot of paper work in sending bills of lading to the con- 
tractors, and in examining the vouchers of transportation agencies. 

Mr. Tuomas. Do you indicate or tell the manufacturer over which 
route he should ship material to you, and so forth? 

Mr. Utmer. No, sir. He has the opportunity to bid any way he 
wants. Some manufacturers will not bid f. 0. b. destination basis, 
and then we are required to give them a bill of lading. 

Mr. Tuomas. Practically, then, his bid includes the transportation 
cost? 

Mr. Utmer. That is right—if he bids f. 0. b. destination. 
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UNEXPENDED BALANCE, TRANSPORTATION FUNDS, FEBRUARY 1951 


Mr. Tuomas. What was the unexpended balance as of February 1, 
1951, in your transportation item? 

Mr. Umer. On February 1 the unobligated balance was $54,812 
out of a total allotment for the year of $129,254. 

Mr. Tuomas. In looking over your other objects, it looks like you 
have charged up to other objects a lot of your items that probably 
ought to be charged to new construction. 

r. Utmer. You feel perhaps some items of communication and 
transportation should be charged against the construction appro- 
priation? 

Mr. Tuomas. Yes. 

Mr. Umer. That is a policy matter in which the NACA and the 
Bureau of the Budget has taken this viewpoint, that the construction 
appropriation should cover only the actual cost of building the facility 
and providing its initial equipment. There are no administrative 
expenses charged to the N ACA construction appropriations. The 
administrative expenses in connection with the ees, ia of the con- 
struction program which include people required to design the facility, 
inspectors who check the work, the expense of telephone calls and 
telegrams sent to expedite the construction are all considered part of 
our regular operating expenses. It is a policy matter, but I believe 
administrativewise it is much better to handle it that way. Then we 
do not have to have two separate payrolls; we do not have to worry 
aboutewhether a telegram should be charged to the construction fund 
or to the regular operating fund. 


TRAVEL 


Mr. Tuomas. The committee is going to look at all items for travel, 
communications services, printing and binding, with the hope that 
those items can be materially cut. I notice for travel you are re- 
questing $325,000; communications, $125,000; printing and repro- 
duction, $125,000. 

Dr. Drypren. May I make a statement on travel? As you recall, 
I had a discussion with you earlier, following the passage of the 
appropriation act for the current year, and we agreed that the action 
of the conferees would justify a travel allotment for 1951 of $215,000, 
as I recall. As I tried to explain, that was really crippling in the 
light of the present situation. So we took that matter to Coteress 
in the recent supplemental, and Congress raised that limit to $300,000, 
but we have not allocated $300,000 for travel. We have allocated 
$264,800 as our best estimate at this time, and the other $35,200 we 
hope to be able to return to the Treasury. 

his increasing need for travel arises from the situation I have 
described about the necessity of keeping in contact, and we have put 
in an estimate for 1952, as you will note, of $325,000. 

Mr. Tuomas. Your travel is broken down into these subheads: 
NACA committee and subcommittee meetings, $128,500; research 
coordination activities—NACA research coordination, $52,000; coordi- 
nation with other Government research activities, $24,500; coordina- 
tion with manufacturers, $27,000; coordination with universities, 
$5,500; then, meetings of technical and scientific societies, $16,000; 
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temporary assignments and transfers, $36,000; travel of consultants, 
$3,500. Then you have administrative travel: Inter-NACA meet- 
ings, conferences and visits—executive and policy matters, $9,500; 
personnel, $3,200; construction and procurement, $5,900; budget and 
fiscal, $3,600. Other administrative travel: Recruitin , $1,800; 
expediting, $6,500; outside meetings, conferences, and visits, $1,500. 
Total for administrative travel, $32,000; total, all types of travel, 
$325,000. 

Could not you get along with $100,000 less? 

Dr. DrypeEn. No: with $100,000 less it would be absolutely impos- 
sible to do our job. 


Mr. Tuomas. Which is the more important now—travel or work 
of your 7,000 or 8,000 people? 

r. Drypen. The work of the 7,000 or 8,000 people is no good if 
the information does not get to the people as they need it. 

Mr. Tuomas. It all depends on travel? 

Dr. Drypen. I would not say it all depends on travel; but, unless 
you can bring the information to the people who need it, the whole 
work is gone for nothing. We can do it by publication, but that takes 
3 to 6 months. 

Mr. Tuomas. You have $125,000 for communication services; 
then you have a printing and binding item. Where do you dissemi- 
nate this information? 

Dr. DrypEn. What we have tried to do in the justification was to 
give mee detail so that you could see what this is for. These sums 
are not what you usually think of in a governmental agency as admin- 
istrative expenses. These activities are an essential part of doing the 
job of getting research information to the people who need it. 

Dr. Seaaxta. Perhaps I could help if we take one of the large 
items—the one that has to do with the big organization of subcom- 
mnittees. 

Mr. Tuomas. You have a chart here. You refer to the chart, I 
think, on page 24. 

Dr. Dryprn. That shows the proposed meeting of every commit- 
tee—where it will be, what it will cost, and the allowance for non- 
attendance of some members. 

Dr. Hunsaker. I have in my hand and would be happy to put in 
the record the membership with the people who serve on our various 
technical committees without compensation and advise us as to 
our programs and facilities and where we are going. They are men 
drawn from Government agencies and from industry and scientists 
from private life. They meet on our call repeatedly, and we pay 
their travel expense and nothing more for their services. That list 
is now about 230 or 240 people; is it not? 

Mr. Umer. It is more than that. 

Dr. Vicrory. It is 350. 

Dr. Hunsaxer. That becomes a serious travel expense; yet it is 
the only expense that we incur for the Government in obtaining the 
services of these people. 

They are honored to be appointed to the committee. They feel 
that their own professional knowledge and experience is enhanced by 
service on the committee, which is really in the front line of what is 
being planned. Recommendations of these committees come to the 
executive committee for consideration in planning the expenditures 
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of these great funds of which we are talking. If we were cut materi- 

ally in that particular item of travel, for example, we would lose the 

services of the best men in the country, lose part of their services, and 

we a the expenditure of our regular funds would not be so wisely 
andled. 


COMMUNICATIONS SERVICE 


Mr. Tuomas. You have an item for “Communications service’’ here 
of $125,000. You spend $29,100 of that at the headquarters here in 
a What part of that $29,100 is for long-distance telephone 
calls? 

Dr. Hunsaxer. Mr. Ulmer may know that. 

Mr. Umer. I am very sorry, but I do not have a breakdown 
with me. 


Mr. Tuomas. What part of it is for Western Union? 


BREAKDOWN OF ESTIMATES FOR COMMUNICATION SERVICES, NACA 
HEADQUARTERS 


Mr. Umer. I only have the breakdown which is shown in the 
table, sir. We have the figures, and I can supply them for the record. 
(The formation is as follows:) 








Fiscal year | Fiscal year | Fiscal year 
Analysis by types of service 1951 


1952 
obligated estimated estimated 





Exchange service $5, 415 $5, 500 $5, 500 
Additional local service 3,713 3, 725 3, 900 
Long-distance toll charges_-.- 7, 588 9, 600 10, 200 
Telegraph service wiowige 4, 381 4, 900 5, 000 
Postage 3, 620 4, 100 4, 500 


24, 717 27, 825 29, 100 




















Dr. Drypen. Wait a minute. There is an analysis in the table, 
Mr. Chairman, not by location but by the whole agency. The long- 
distanee telephone calls for 1951 are $55,675; telegrams, $10,5005 and 
postage, $18,500. 

Mr. Tuomas. I was talking about the specific installation. 

Mr. Umer. I think generally you would find that the percentages 
indicated in that breakdown, by the type of service, would be appli- 
cable to most of the stations which are shown above. In other words, 
approximately 40 or 45 percent would be for the long-distance tele- 
phone service. 

LONG-DISTANCE TELEPHONE CALLS 


Mr. Tuomas. It is the common experience of all of us that we could 
avoid at least one out of every four long-distance telephone calls we 
all make. An air-mail letter would do just about as good a job and be 
just about as quick. 

Dr. Victory. Mr. Thomas, we are in an era where we have to re- 
sort to an increasing extent to long-distance conversations to save 
essential personnel from the draft or essential reservists from being 
ordered into active service. 

Mr. Purtiirres. What does that have to do with long-distance tele- 
phone calls? 
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Dr. Vicrory. When a crisis arises, sir, we have to get to the right 
man to explain the importance and urgency of our work and our need 
to retain an essential man. Letters are not effective. We have to 
talk directly to some official about the necessity to retain a given man 
with a certain critical skill. 

Dr. Hunsaker. I would like to agree, sir, that the matter of the 
use of the long-distance telephone is pretty hard to police. 


NACA Emptoyveres Dererrep From Minirary SERVICES 


Mr. Tuomas. How many of your men have you gotten out of being 
called back into active service. 

Dr. Vicrory. We have gotten about 50 percent of those called: by 
the Navy. We have been able to hold them. About 45 percent of 
those originally called by the Air Force we have been able to keep. 
About 90 percent of those called by the Marine Corps we have been 
able to keep; 50 percent of those called by the Army we have been 
able to keep. 

Mr. THomas. What is the total that have been called by the four 
services, where your all-around average is about 60 or 65 percent, 
that you have been able to keep out of the service? 

Dr. Vicrory. I did not bring the papers with me. I can supply it 
for the record. 

(The information is as follows:) 
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Mr. Tuomas. Do you have an approximate idea? 

Dr. Vicrory. Of the total number so far called? 

Mr. Tuomas. Yes. 

Dr. Vicrory. I would say probably 100. 

Mr. Tuomas. Are they mostly reservists? 

Dr. Vicrory. One hundreu in the grades that we call critical. We 
do not consider in Washington any of the calls by the military services 
for employees who are replaceable. We do not arguesabout those. 
We only argue about those who possess critical skills who are difficult 
or impossible to replace. 

We find that the military services are agreeing with us; and they 
are going to agree, I think, to an even greater extent, because it 
affects their interest, and their personnel officials are just beginning 
to realize it. 

You see, the personnel people in the military have to be educated. 
The technical people that Admiral Lonnquest represents know the 


significance of our work, but they do not control the military personnel 
policies. 
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Mr. Tomas. You folks are in the business of having 62 universities 
lined up; why not put a course in over at the armed services and 
educate them, too? 

Dr. Hunsaxer. It would help. 

Dr. Vicrory. Mr. Thomas, I appreciate that you are trying to find 
room to cut every item you can. 

Our communications will have to increase, or we are going to be 
decimated by default. 

Mr. THomas. What do you mean “by default’’? 

Dr. Victory. If we do not fight for the retention of key people, we 
will lose them. That is what I mean, sir. 

Mr. Tuomas. So will private industry. 

Dr. Victory. Is that in the country’s interest? 

Mr. Tuomas. You will have to balance it out some way. 

Dr. Vicrory. That is what we are trying to do, sir. 

Mr. Tuomas. I do not know why one governmental agency should 
get 80 or 90 percent of its key people deferred and why the private 
industry perhaps should lose 80 or 90 percent. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Dr. Victory: We have, for example, a contract with a firm for 
$5 million. The firm has a president and one man who knows how 
to perform that contract. The president dies. The man happens to 
be a reservist. He is called to active duty. It means @& year’s delay, 
at least, in the production of our contract. We go to the military to 
try to get his call canceled, and succeed in the Government interest. 

Mr. Puiuurps. I am not sure I understand this, Mr. Chairman. Is 
Mr. Victory testifying on the increase in the headquarters com- 
munication? 

Mr. Tuomas. No; they say they do not have that information. 
That is the question I originally asked, as to why they have to spend 
$29,100 in the headquarters. 

Mr. Anprews. Would not one trip over to the Pentagon save those 
long-distance telephone calls? 

Dr. Vicrory. The great Department of Defense is very largely 
decentralized, sir, and the personnel people who actually determine 
whetber a reservist will be ordered to duty or not are all over 
country, in Philadelphia, New York, Chicago, and other places. We 
have to contact the office that has jurisdiction of the cail. Noone 
in the Pentagon will do, unless we are trying to reverse policies. 
Then we would go to headquarters at the Pentagon. 

Dr. Hunsaker. Gentlemen, I should think that we should not get 
our communications item all on the side of the draft. 

Mr. Putuurrs. I was figuring out how much you were paying per 
call to keep a man out of service. 

Dr. Hunsaker. There are many more things going on. We are 
administering three laboratories that spread from coast to coast, and 
we have under way many contracts for new construction. Crises come 
up. Certain times a long-distance telephone call is the essential way 
to fix it. 

Dr. Drypen. As an illustration, the information that Mr. Thomas. 
asked for yesterday is available only in the field. We telephoned the 
laboratories last night to get it here this morning. That is the only 
way to get it on time. 
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Orner ContTrAcTuAL SERVICES 


Mr. Tuomas. For 07, “Other contractual services,’’ you have 
$1,381,200 for 1951 and $1,500,000 for 1952 for repairs and alterations. 

For the NACA headquarters you had $3,500 for 1951 and it is 
$3,000 for 1952. 

For Langley Laboratory you have $465,000. 

For the Wallops Island station you have $98,300. 

For Edwards station you have $80,000. 

For Ames Laboratory you have $290,000. 

For Lewis Laboratory you have $563,500. 

How many of these repair items can be deferred? 

Dr. Hunsaxer. None, sir. We have been over them and have 
submitted our best judgment as to what the needs are. 

Mr. Tuomas. This $1,500,000 is broken down into major projects 
to the tune of $983,500 and minor categories of projects, $516,500. 
Could not the minor categories of projects, at least, be deferred? 

Mr. Umer. The term “minor” there, sir, does not mean they are 
any less important. That is merely a dollar category so that we 
would not have too long a list here. 

T would like to mention one point on this repair and alteration item 
that worries me as budget officer of the NACA. A company normally 
provides in its operating budget, a certain amount for contingencies, 
because they are going to have’ breakdowns, they know, from past 
experience. Our budget does not contain an item for contingencies. 

wo weeks ago at Langley Field one of the three Diesel generators 

in our power plant blew up. Fortunately no one was in the building 

at the time, and no one was hurt. The repair of that generator is 

oing to cost $75,000. It was not in our budget. We had no item 

for contingencies. We are going to have to absorb that by deferring 
some other important work. 

With the large number of facilities that we have, some of which are 
very dangerous, using very explosive mixtures, and presenting serious 
hazards, I am worried that we have no contingencies under the 07 
account to take care of items like that. 

We tried to list in the major categories the larger projects dollar- 
wise. The minor projects are also important, but are of lesser cost, 
and for that reason have been grouped into categories rather than a 
specific itemization of each small project. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. In addition to that you have “Supplies and materials” 
in the amount of $6,200,000, and equipment for $5,200,000. 

That is broken down. For the national headquarters you have 
$14,550 for supplies and materials. 

For Langley Laboratory vou have $2,380,000. 

Wallops Island is $410,000. 

Edwards Station is $310,000. 

Ames Laboratory is $555,000. 

Lewis Laboratory is $2,530,000. 

I notice your justification says: 

The increase requested is principally the result of the following factors: 


1. Increased supply requirements at all laboratories to support a program of 
increased utilization of certain critical research facilities. 
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2. A proposed expansion of the research effort at the Wallops Island and 
Edward stations. 
3. Full-year operation in 1952 of facilities to be completed during 1951. 


With regard to the Langley Laboratory you use this language: 


The requested increase of $380,000 is required to meet supply requirements for 
the increased utilization of critical facilities * * *, to permit the full-year 
operation of the new gas dynamics, internal flow, and flight research laboratories; 
to provide additional electrical and electronic supplies to be used at the Langley 
shops in support of the expanding research programs at the Wallops and Edwards 
Stations; and to permit more extensive operation of the power generating plant. 
What do all those words mean? 

Dr. Hunsaker. They mean that we propose, as we have for the 
whole estimate, to step up the tempo and the pressure of the research 
and investigating work of that whole laboratory at Langley, with its 
Wallops Island and Edwards Bases. 

Mr. Tuomas. What supplies and materials are you going to buy? 
You have not given us one word of testimony about that. 

Dr. Hunsaker. What the supplies are? 

Mr. Tuomas. For which you will spend $2,380,000. That is not a 
small amount of money. 

Mr. Utmer. On page 62 of the justifications, Mr. Thomas, we have 
given an itemization of 20 categories of supplies. 

Mr. Tuomas. Yes; I read this. 

Mr. Utmer. This itemization is the same for all laboratories. This 
is a brief, I might say, of our stock-control system. These are the 
categories under which we buy supplies. The usage rates in all these 
categories are carefully recorded in each laboratory . 


VALUE OF INVENTORY 


Mr. Tuomas. What is the value of your inventory as of February 1? 

Mr. Umer. I do not have it as of February 1, sir. We take an 
annual inventory at each station. 

On page 60 we have listed the inventory on June 30, 1950 for each 
activity. For the whole NACA T see it is about $1} million. We 
give you an estimated figure here for the inventory at the end of 1951 
and at the end of 1952, also. It remains practically constant. It is 
approximately a 3-months’ supply of material. 

Mr. Tuomas. You only take an inventory once every 12 months? 

Mr. Utmer. That is correct, sir. 

Mr. Tuomas. You are sure that your present inventory is not in 
excess of $114 million for all your installations? 

Mr. Uumer. That figure shown for June 30, 1950, is an accurate 
figure, sir. It is $1,496,178. 

Mr. Tuomas..This heavy equipment which is set out in this table 
here certainly does not last very long, then, if you buy it this way. 

What part of this $6 million here is for your new installations that 
will come into operation in 1952 and what part of it is for your new 
installations which came into operation in 1951? 

Mr. Utmer. I do not have that breakdown, sir. I could get that 
information for you. 

That is not equipment, sir. Those are supply items. Those are 
pieces of metal and wood and pipe and glass, and so forth, that are 
used up in the operations. 

Mr. Tuomas. What I am getting at is what part of this is a new 
construction item? 
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Mr. Utmer. No part, sir. These are supplies required in the every- 
day operations. They include coal, fuel oil, gasoline for flying air- 
planes, metal for making models, and items of that character. They 
are expendable. They are not inventoried on cards. 

Mr. Tuomas. You have an item for lumber and building supplies 
of $220,000. You also have an item of mechanics and mechanical 
supplies of $225,000. 

Mr. Utmer. That is correct. 

Mr. Tuomas. Pipes, valves, and fittings, $257,000. 

Mr. Umer. Yes. 

Mr. Tuomas. Those things are certainly supposed to last longer 
than 3 or 4 months, are they not? 

Dr. Hunsaxker. They are gone out of inventory.as soon as they are 
drawn out and used. 

Mr. Tuomas. But you do not have a replace them every 3 or 4 
months, do you? 

Mr. Uumer. Yes, sir. There [indicating picture] is what supplies 
are used for, as a typical example. Pieces of pipe or metal are fab- 
ricated into a research set-up, to get a particular measurement and a 
particular reading in the test of a particular engine. When the 
research job is finished if the pipe can be used again on another set-up 
it is used. If not, we have to build another. 


PREPARATION OF SUPPLY ESTIMATES 


Mr. THomas. Who makes up these estimates for you? 

Mr. Utmer. Our stock control people in the laboratory, sir, who 
keep an accurate record of the usage of each one of these categories of 
supply, and who have records on how much is required for every 3- 
month period for every facility. That data is then sent in to the 
people who run the wind tunnels, who operate the shops, and they 
then increase or decrease those estimates, depending upon what new 
research programs are scheduled for the coming year. Then they are 
submitted to the budget officer of the laboratory, reviewed by the 
laboratory director, and finally come to Washington. We in Wash- 
ington do not review the amounts requested under the individual 
categories. We look at the over-all request on the basis of inventory 
levels and on the basis of the operations contemplated for the coming 
year. 

Mr. Tuomas. That is quite an expensive operation. There is one 
item of $6 million for supplies and materials. 

Mr. Unmor. It is expensive, sir, but we are running a plant of 
$150 million in research equipment. That is an expensive operation. 

Dr. Drypen. We would be glad to have the committee visit the 
laboratories to see for themselves. 

Mr. Tuomas. $150 million will not even start it. You have had 
$142 million since 1949 for plant and facilities—new construction 
money—have you not? 

Dr. Hunsaker. Yes, sir. 

Dr. Vicrory. The present plant value is approximately $150 million. 

We now have appropriated by the Congress approximately $127 
million for construction not yet completed. 

Mr. Tuomas. I made a figure last night of $142 miljlion for the fiscal 
years 1949, 1950, 1951, and 1952 alone. 
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Mr. Rorurock. That includes $75 million in the unitary plan. 

Mr. Utmer. That sounds right. 

Dr. Drypren. That sounds right, Mr. Thomas, with some of the 
earlier appropriations included. 

Dr. Hunsaker. I think there is one aspect there which you might 
think over. These supplies are consumed fast because we have to 
maintain a big plant and, also, they are consumed in doing research. 


CONTROL OVER SUPPLIES 


Mr. Tomas. Doctor, what control do you have on it to prevent 
waste? Human nature is just what you and I know itis. You want 
something, and here it is, free. A man goes in the stockpile and gets it. 
Just what control do you have on the use of this material? 

Dr. HunsakeEr. I think that the over-all control comes from the 
top level, but that is by comparison. They compare what is estimated 
for next year with what the record has been in the past few years. 
Is the increase normal, in accordance with the increased workload, or 
is there some abnormal amount? 

Behind that is a close inventory control which Mr. Ulmer’s repre- 
— in each laboratory maintain. Those are pretty good con- 
trols. 

When an article is bought it goes into a stockroom. Then it is 
inventoried. If an article is drawn out it is drawn out on somebody’s 
chit for a purpose and charged to a specific job order. That is a 
record of the expenditure. If they are drawn out of store purchases 
they will bring the stock level:-back up again. The in and out flow 
from the over-all point of view is pretty well controlled. 

To what degree you protect yourself from somebody stealing 10 
pounds of pipe I do not know. That is a matter of guards and secu- 
rity. That happens in any large plant. 

Mr. Tuomas. I guess that pilfering is practically nil. 

Dr. Hunsaker. That is trivial. 

Mr. THomas. What I am talking about is what control you have 
over the use, to see that it is economically used. Just because there 
is something new, the temptation is to go get it. 

Dr. Drypen. The workman on his own cannot draw materials 
from the storeroom. It has to be approved by the responsible section 
or division chief. 

Dr. Vicrory. Mr. Chairman, we are following the approved prac- 
tices of the Office of Administrative Management of the Bureau of 
the Budget. We are constantly making efforts to improve manage- 
ment efficiency. 

I have to confess we have been handicapped by the inability to 
have officials travel, because of the necessity you have imposed upon 
us of great economy in travel. It has resulted in some inefficiency. 


TRAVEL 


Mr. Tuomas. Well, I guess we had better cut the remainder of 
your budget and put everything in travel, then. You seem to put 
a lot of emphasis on your travel. Everything hinges on travel. 

Dr. Victory. Not everything, sir. 

Mr. Tuomas. You just said that efficiency was very light because of 
the slight amount of travel money. 

Dr. Vicrory. Efficiency was hurt. 
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Mr. Tuomas. If you had more travel money you could have 
increased efficiency on stockpiling? 

Dr. Victory. Let me answer specifically. We have a man in charge 
of ma ment efficiency —— 

Mr. Tuomas. May I interrupt you? You spent $2,479 last year 
on travel cost of the European office, which did not do 5 cents worth 
of good. The boys in Europe can travel around a little, and you can 
send your man out. 

Dr. Hunsaker. We have abolished the European office, sir. 

Mr. Tuomas. We helped you do that. 

Dr. Hunsaxer. Very much. . 


EQuIPMENT 


Mr. Tuoomas. What is this item for ‘“Equipment’”’ here? This is 
about $5,200,000, for 1952, against a figure of $4,295,227 for 1950. 

At this point in the record we shall insert the table on page 63 of the 
justifications. 

(The document is as follows:) 


09 Equipment 





Fiscal year 
1952 esti- 





Anaines by Joeation: 
ACA headquarters 
ty Laboratory - - .....- 
lops Island Station 
Edwards Station 
Ames Laboratory 
Western Coordination Office 
Lewis Laporatory 
Wrigut-Patterson Coordination Office 
European Office 


Total, all locations 


Analysis by classes of equipment: 
Replacement equipment: 

NAC. headquarters 

Langley Laboratory 
Wallops Island Station 
Edwards Station 

Ames Laboratory 
Western Coordination Office 

DN ee Re oe ket mia dninesighwonsnneueew 
Wright-Patterson Coordination Office 











Total, replacement equipment 574, 653 





Recurring equipment: 
ee as cas acd bbnimmaieanerns ah 1, 732 
Langley Laboratory ---.-_. 787, C10 

Wallops Island Station . ied 8, 366 

Edwards Station 16, 135 
Ames Lahoratory 53, 057 

Western Coordination Office 
Lewis Laboratory 





Total, recurring equipment 1, 249, 815 








New equipment: 
NACA headquarters 15, 565 
Langley Laboratory 

Wallops Island Station -- 
Edwards Station 
Ames Laboratory 
Western Coordination Office 
Lewis Laboratory 
European Office 











Total, new equipment 2, 470,759 | 2, 146, 225 | 











Total, all classes of equipment 4, 295,227 | 3,807, 950 | 
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Mr. Tuomas. I notice your justification says: 


As indicated in the analysis on the preceding page, the equipment estimates 
are assembled under three headings: ‘Replacement equipment,” “Recurring 
equipment,” and ‘‘New equipment.” As there is little similarity between the 
factors affecting the needs for each class of equipment, they will be discussed sep- 
arately on the following pages. It is estimated that a total of $5,200,000 will be 
required under this object in the fiscal year 1952, an increase of $1,392,050 over 
the amount estimated to be required for the fiscal year 1951. 


REPLACEMENT EQUIPMENT 


The amount requested for this type of equipment is principally the result of the 
following factors: 


1. Normal physical deterioration of present equipment inventory. 


You make a distinction between equipment and these small parts and 
spare parts to the tune of $6 million. 
2. Technical obsolescence of certain types of equipment. 


3. Utilization of some equipment items beyond their rated peak loads. 
4. Assumption of costs for logistic support of military aircraft recently trans- 


ferred to the NACA. 

That item covers $153,000 for the maintenance and operation of some 
17 planes which the military had heretofore been charging to their own 
account; is that correct? 

Mr. Utmer. That is correct, sir. 

Mr. Assorr. That is correct, but it is only part of the story, sir. 
We have been getting these planes from the military recently on a 
transfer basis, so that we have to assume complete maintenance and 
over-all cost of the airplanes which were previously supported by the 
military. 

Some of that cost appears in this breakdown of specific items, as 
you suggested, but there are other items of cost which are hidden in 
other places. 

Mr. Tuomas. I was just coming to that. What do those 17 planes 
cost in 1952? That $153,000 does not cover more than one-half or 
one-third of it; does it? 

Mr. Assorr. Somewhere around a half million dollars. 

Mr. Tuomas. Why did they shift that cost back to you? 

Mr. Assorr. I think it is largely a matter of bookkeeping in the 
military service. When the airplane is assigned to us it becomes a 
very complicated procedure for us to draw parts and send engines 
back for overhaul through the military system. 

Mr. Tuomas. What useful part do these 17 old planes have to play 
in this? 

Mr. Asport. These are not old planes. 

Mr. Tuomas. Are these new planes? 

Mr. Assorr. These are new airplanes. 

Mr. Tuomas. Prototypes? 

Mr. Assotr. Prototypes and airplanes of the latest type which are 
fighting and on which we are still doing research. These are airplanes 
used only for research purposes. We get them by justifying their use 
to the military services. ‘They would not give them to us unless they 
thought we were putting them to good use. 

Mr. Tuomas. Is this estimate based on 17 of that type of plane for 
1952? 

Mr. Apsort. Yes, sir. 








f the 


and 


sir. 
nm a 
and 
the 


, as 


n in 


unes 
f or 


the 
es a 
Fines 


play 


1 are 
anes 
"use 
they 


e for 





387 


Mr. THomas. How many did you have in 1951? 

Dr. Drypen. The same airplanes, but they were charged to the 
Air Force and the Navy. 

Mr. Axspsorr. It does not represent new airplanes. It represents 
a change in bookkeeping. Actually, we have been recently informed 
that the number is going to be increased. They dre going to turn 
more over to us. 

Dr. Drypen. This program has been before the budget many 
times. The question is, ‘Shall we ask to buy airplanes for research 
purposes, or shall the military give them? In one case the Bureau 
of the Budget wrote into the military appropriation specifically one 
B-—45 airplane for the NACA. 


AMOUNT OF REPLACEMENT EQUIPMENT 


Mr. Tuomas. You want $125,000 for Langley, and for the Wallops 
Island Station you want $50,000. 

For all of your installations this replacement equipment totals up 
to $428,935. 

Mr. Utmer. That is correct; yes, sir. 


RECURRING EQUIPMENT 


Mr. Tuomas. Your next is recurring equipment. 

Dr. Drypen. Principally instruments and oscillographs. 

Mr. THomas. What is the total? 

Mr. Umer. $1,783,025, sir. 

Mr. Tromas. $1,783,025. How much of this can you get along 
without, without crippling your operations? 

Dr. DrypEn. This is the best estimate we know how to make, sir. 


NEW EQUIPMENT 


Mr. Tromas. The next item is new equipment. For Langley 
Laboratory you have an item of $1,141,000. 

For your headquarters agency it is $4,800. 

At Ames Laboratory it is $615,000. 

The total for new equipment is $2,988,040. 

Dr. Hunsaker. I might say in connection with new equipment that 
a major facility is built as a construction item. It is equipped with 
apparatus and instrumentation and various measuring facilities and 
gadgets. Then as time goes on we replace them to keep the facility 
from becoming obsolescent, as improvements in the art and experience 
in the use of that facility come along. So, there should be a generous 
allowance with every laboratory for replacing equipment with better 
or newer equipment. It may be of our own invention, or research on 
it, or it may be that something turns up somewhere in industry that 
should be bought. There might be a new type of electronics device 
or an oscillograph that is better than what we have. The thing that 
we have to do in to get it and put it in use. 
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CONSTRUCTION AND EQuipMENT PRoGRAM 


Mr. Tuomas. Let us look into the construction and equipment pro- 
gram. You want a total of $25 million for 1952, of which $11.7 million 
is to liquidate prior-year obligations. 


At this point in the record we will insert page 88 and also the table 
on page 89 of the justification. 
The matter above referred to is as follows:) 


Estimates of appropriations—Fiscal year 1952—Construction and equipment 


Langley Laboratory summary: 
Modernization of the 7- by 10-foot tunnel 
16-foot tunnel laboratory building additions 
Utility improvements 
Wallops Island Station summary: Service facilities 
Edwards Station summary: Flight test facility 
Ames Laboratory summary: 
Heat-transfer and low-density apparatus 
Modernization of the 6- by 6-foot tunnel 
Lewis Laboratory summary: 
Hydrogen liquefaction plant 
High-altitude fuels facilities 


a een foarte 


Liquidating cash, 1949 program 
Liquidating cash, 1950 program 
Liquidating cash, 1951 program 


Se ONE. - .... ninncocnnaaamameumencanehowe 11, 700, 000 


Appropriation requested, fiscal year 1952 





*peimnbel oq [ILM ysto Zuyjepmnby] 10q30 ou ‘srw9k 1098, UI Poysonbol oq 03 OOS‘ZFI‘S$ JO JUNOUIe 94} UI Ysvo ZUNepINdT] [eUoMIpPPyY 1 





























000 ‘ST¢ “EI 

















000 ‘216 ‘FI 





008 ‘222 ‘ZI 











000 ‘00 
000 ‘get 
000 ‘292 ‘OI$ 


000 ‘2&6 ‘EI$ 


qsonbel Z961 ‘[830.L 
wIvss01d ZEST ‘18I0,L 


A107 B1OQVT SIMO’T 
A10YVIOGV'] SOULY 
UOT}BIS SPIBMP | 
UWONBIg PULis] Sdo]Te A 
£10}810Q8T Ao] SUB’T 
:ureiZ0id ZE61 IBAA [BOSIT 


UIBISOIG [961 ‘(BIOL 


£109810QB’T SIMO’T 

poem of souly 

A10jv1NQGBT Aopsue'T 
[UIBIBOId [G6 BOA [BOS T 


weiz0id ueld Arequn ‘[e40,.,, 


A10YBIOQV’T SLMO’T 

A107B1IOQGV’T SOUTY 

£1078.10Q8T Aol suv’ 
:ureigoid Usd ArezyU 


wiviZ01d IB[NZel ‘1840.1, 


eAl0Sal JOBpNg 
A104BINOQVT] SIMOT 
A10jB10QB’']T SOULY 
HON}BIg PUBIS] SAOTTS A 
Aloyeiogey Aapszue’y 
[UIBIZ01d IB[NFeY 
:UIBIZOId KGS 180A [VISIT 


We1Z01d GF6T ‘1830.L 


A107B1OQB'T SIMO’T 
£107810q®8'T souly 
UOTIVIg PUBS] SGOTTC AA 
Aloyeiogey Aapzuey 
:U1BisZ01d BPGI IBA [BIST 








Aqs0yINe 
pourjyuog 





Aquoyine 
qOBIUOD 








TS6T 
reg [eosy ‘peyslidoiddy 





OS6T 
aeef [eosy ‘poiedoiddy 








661 
4804 [eosy ‘poyetidoiddy 





ys00 peaoidds 
40 poyeur 
“980 [8}0.L 








e961 4vah )vos1qy4—suviboid quamdinba pun uoyonssu0pj— 


fiunmuny 





390 


CONSTRUCTION, 1948-51 


Mr. Tuomas. I made a note last night that the construction 
programs through the fiscal years 1948, 1949, 1950, and 1951 and the 
requested appropriation for 1952 are approximately $141.5 million. 
Is that figure approximately correct? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. Looking at your prior years construction programs, 
you were authorized for the 1949 program $26,057,000, and the amount 
you need is $922,800 to liquidate that program, and that sum is 
included in your 1952 budget. Is that correct? 

Mr. Umer. That is correct. 

Mr. Tuomas. For the fiscal year 1950 a construction program was 
authorized to cost $12,722,800, and you need $4,920,000 to liquidate 
that program, and that sum is included in the $11.7 million for this 
year. Is that correct? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. For the unitary plan program costing $75 million, 
the entire $75 million has heretofore been appropriated. Is that 
correct? 

Mr. Utmer. Correct. 

Mr. Tuomas. For the fiscal year 1951, $13,318,000 has been ap- 
propriated, and you will need $5,857,200. 

Mr. Umer. $13,318,000 has been authorized. Against that pro- 
gram we need $5,857,200 to continue liquidation of Sblications. That 
is also part of the $11,700,000. 

Mr. Tuomas. That is also part of the $11,700,000, and in order to 


liquidate the 1951 program altogether you will need an additional 
$5,142,800, which is not appropriated for or requested in this budget? 

Mr. Utmer. Correct. 

Mr. Tuomas. Looking over this $13,300,000 for fresh construction 
for 1952, a large part of this amount is for modernizing? 

Dr. Hunsaker. Yes, sir. 


LANGLEY AERONAUTICAL LABORATORY 


Mr. Tuomas. For modernizing at Langley the 7-by-10 wind tunnel, 
it is $4,586,000. Then here is another modernizing item of $136,000 
for a 16-foot-tunnel laboratory building addition. What are you 
doing—putting on another wing? 

Mr. Assorr. That is essentially correct. 

Mr. THomas. You say: 

It is proposed to add 2 wings to the existing building which was originally built 
to house a staff of approximately 28 employees and relatively simple shop equip- 
ment. The recent modernization of the 16-foot tunnel, the operation of a small 
annular transonic tunnel as a supplemental facility, and the use of more expensive 
shop equipment and instrumentation have resulted in a staff increase to 60 
employees and an urgent need for additional shop and office space. 

How much of this $136,000 is for office space? 

Mr. Umer. All of it is not office space. 

Mr. Tuomas. You call it a laboratory building. Is it an office 
building or laboratory? 

Mr. Utmer. It does have laboratory space and shop space. I do 
not have the figures on the amount devoted to each. 
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Mr. Tuomas. Then for utility improvements, $800,000, and you 
say: 

Increased research activity in the west area at the Langley Laboratory requires 
the expansion of certain utility systems. These include an additional water- 
storage tank to provide adequate cooling water for wind-tunnel operation and 
reserve capacity for fire protection, an access road to eliminate a hazard resulting 
from the use of an existing automobile roadway as a taxi strip, additional air- 
storage tanks to supply adequate air for several small wind tunnels and jets, a 
refrigeration system to precool air used in aerodynamic research on turbine 
es and electric power and telephone cables to provide for increased service 
needs, 

How much of this about $5.5 million can be deferred? I mean the 
total is about $5.5 million for the Langley Laboratory. How much 
of it can be deferred? ’ 

Dr. Hunsaxer. None of it should be deferred. These are the 
things to keep that laboratory from obsolescence and to use it, in our 
opinion, to the best advantage next year. 

Dr. Drypen. As to the modernization of the 7-by-10 tunnel, this 
is part of the program that has been going on with Congress over a 
period of years of putting new transonic throats in the existing 
equipment. You have in prior years authorized this for the 8-foot 
tunnel at Langley, the 16-foot tunnel at Langley, and the 16-foot 
tunnel at Ames. This new one is a 7-by-10 at Langley. I think 
there remains only one more facility that possibly may be brought up 
in later years. 

It would have been desirable to do all of this as quickly as possible, 
but it has been spread out over a number of years. 

Mr. Tuomas. What happened to the $75 million in the unitary 
program? 

Dr. DrypeEn. Very briefly, about $15 million of the $75 million has 
been obligated at the present time. So we are about one-fifth of the 
way along as measured in dollars. 

Mr. Tuomas. As to those two tunnels that called for moderniza- 
tion—the 7-by-10 one at a cost of $4.5 million and the other one at a 
cost of $900,000—are those supersonic tunnels? 

Dr. Dryden. One is transonic. The other is supersonic. 

Mr. Tuomas. Is it worth the money to go and spend $4.5 million on 
those old tunnels? 

Dr. DrypeNn. Very much so. A great deal of the work will be done 
on new designs in the 7-by-10 foot tunnel. It is a tunnel of conven- 
ient size where models are not tremendously expensive, where altera- 
tions are made rapidly, and of a speed range where the problems are, 
the range of speed right through the speed of sound. This money is 
to change that tunnel so that it will operate in the transonic range. 

Mr. Tuomas. How did you arrive at this figure of $4,586,000? 

Dr. Drypen. It is based, as all of our estimates are, on past 
experience by rather rough estimates, much like architects estimate 
the cost of a house based on the number of rooms. It is not a detailed 
estimate. 

WALLOPS ISLAND STATION 


_ Mr. Tuomas. At Wallops Island station you want $100,000. That 
is for a dock building and a dock shelter. Cannot that item be 
deferred? 
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Dr. Drypen. We are working out in the open substantially. We 
think that should not be deferred. 

Dr. Hunsaker. I believe I ought to say since we can work out in 
the rain as an emergency, it is an economy to get certain of this 
apparatus under cover and more efficiently handled, and the expendi- 
ture for doing that ought to pay for itself in a short time. This is 
really a money-saving improvement. 


EDWARDS STATION 


Mr. Tuomas. At Muroc you want $4,323,000, and you say: 


The continuing high-speed flight research program at this station involving 
research on specially constructed high-speed research airplanes and experimental 
military airplanes requires the provision of a suitable flight test facility. The: 
minimum needs include a hangar and laboratory building and supporting utility 
systems, an instrument station, and a warehouse, 

How are you getting along out there now without this $4,323,000? 

Dr. Drypen. At the present time we are. operating in temporary 
buildings. We have space in the Air Force hangar at the present time. 
This base is scheduled for very great expansion, removing the tempo- 
a old structures that are wearing out. 

have asked Dr. A. E. Lombard, Jr., of the Office of the Deputy 
Chief of Staff, Development, United States Air Force, to come over, 
because he is handling the Air Force program at Muroc. 

This is what will be required as the Air Force plans for the base are 
implemented. They are relocating runways. 

Will you tell about that, Dr. Lombard? 

This is one of the most recent master plans for the development of 
the Edwards Air Force Base at Muroc. 

Mr. Tuomas. For what does the Air Force use its part of the 
installation? 

Dr. Lomparp. It is for testing experimental and production air- 
craft, for the development of airplanes, their power plants and com- 
ponents. 

Mr. THomas. How much money is the Air Force putting into the 
improvement of that field? 

Dr. Lomparp. That is a subject which is right now under review 
in the Air Force itself. I do not know whether we are in a position 
to quote a figure on that. Are we, General Saville? 

General Savitie. I think so. The current planning figure, as I 
recall it, for the supplemental of 1951 and 1952 approximates $50 
million. Does that answer the question in general? 

Mr. Tuomas. Yes. 

Dr. Drypen. In this planning a certain area has been assigned as a 
location for NACA operations. All of this is new construction that 
is in red [exhibiting map]. We are now operating in an existing 
hangar down in this area and in some temporary buildings. Some 
of them are wooden construction many years old. 

Dr. Hunsaker. Will you scrap them? 

Dr. Lomparp. Not immediately. Our present plan is to use 
everything we have at the base and expand the base. 

Mr. THomas. You have 192 employees at Muroc now, and you 
want to increase that by 150 in 1952, bringing it up to a total of 342. 

Dr. DrypENn. May I show the chart on that? 

(After discussion off the record:) 
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Mr. Tomas. What.is the total number of research airplanes? 

Dr. Drypen. Of the 17 shown on the chart, four have been 
discontinued. 

Mr. THomas. You mean 4 have been discontinued, leaving 13? 

Mr. Assorr. Thirteen in active operation. 


LEWIS LABORATORY HYDROGEN LIQUIFICATION PLANT 


Mr. THomas. What about the Lewis Laboratory hydrogen liqui- 
fication plant and high altitude fuels facilities? 

Dr. Drypen. The first one might be interpreted as a piece of 
apEareniy except that it must be housed. You cannot ship liquid 
hydrogen. 

40% Tuomas. The hydrogen liquification plant is to cost $150,000 
and the high altitude fuels facilities, $1,455,000. 

Dr. Drypen. The high altitude fuels facility is a facility to study 
the altitude problems of rockets, just as our other altitude tanks study 
the altitude performance of jet engines. 

Mr. THomas. Cannot you get that hydrogen from the Atomic 
Energy Commission? 

Dr. Drypren. Liquid hydrogen cannot be shipped. You have to 
make it where you use it. 

Mr. Rornrock. You buy gaseous hydrogen in high pressure 
cylinders and then liquefy it. Fou have to liquefy it at the place the 
— hydrogen is to be used. 

r. Drypen. If it were safe to put the liquefication plant inside the 
existing building, it would not appear as a construction item at all; we 
would simply buy the apparatus as an item of ecuipment. But be- 
cause of the hazard, it has to be somew'iat distant from the rocket 
testing plant. 

Mr. Rorurock. The altitude testing faci.ity will go to higher 
altitudes than we can go with the present equipment. The exhaust 
gases are corrosive and we cannot process them with our normal 
system. 

Mr. Yares. Is that to put that flying field up in the sky that we 
read about Sunday? 

Dr. Drypen. We are not quite that far along in sound engineering 
yet. 

Dr. Hunsaker. It is a method of simulating extreme altitude 
performance. 

Dr. Drypen. This is much more directly down to earth. We are 
using rockets in Korea right now, and we are going to use rocket 
engines. It is known from experience there are accidents arising from 
what we call “ignition delay.” That is, they turn the spark on, and 
the fuel does not catch fire for a little bit; it collects in the chamber 
and then catches fire and explodes. This is to reproduce the equip- 
ment so that—— 

EQuIPMENT 


REPLACEMENT OF MOTOR VEHICLES 


Mr. THomas. You want 10 passenger motor vehicles. Where will 
they be used? 

Mr. Umer. Ten vehicles are requested for replacement of ten 
existing vehicles. 
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Mr. THomas. You set it up here as a cost of $15,050; so it means an 
outright purchase. 

Mr. Umer. I do not recall that figure. 

Mr. Txomas. Looking at the table on page 176 of the committee 
print, you have 14 aircraft to be maintained at a cost of $73,700, of 
which seven are on loan from the military services. What are you 
going to do with the 14 old aircraft? You call them old aircraft; so 
I presume they are different from the other 13 experimental planes 
that cost you around $500,000. 

Mr. Umer. That is correct. In answer to your question as to 
the passenger vehicles, I note the cost of the 10 vehicles is $15,050, 
but the actual or gross cost will be $19,650, and the estimated allowance 
for the 10 to be be turned in will be $4,600. 

Mr. THomas. How many are passenger vehicles? 

Mr. Umer. Six of them are passenger vehicles. 

Mr. Tuomas. What are the others? 

Mr. Utmer. Three are station wagons and one is a bus. 


AIRCRAFT 


Mr. Tuomas. What about airplanes? 

Mr. Utmer. We are buying no airplanes. 

Mr. Tuomas. Well, you have 14 here, 7 of which are on loan from 
the military, at a cost of $7 3,700 for cost of maintenance and operation. 
What do you do with the 14 old airplanes? 

Mr. Umer. They are used in research operations. I cannot give 
a detailed description of the use of each one. I know some are used 
in transporting personnel and equipment to the Wallops Island sta- 
tion; some are used for similar activities between Ames Laboratory 
and Edwards. 

Dr. Drypren. Some are used for dropping experimental missiles 
from the air. 

Mr. Tuomas. How many are used for experimental purposes and 
how many for normal purposes? 

Mr. Uumer. All of them are used for experimental purposes and 
occasionally are used for the transportation of equipment, supplies, 
and personnel. We have no aircraft that are used primarily as trans- 
port aircraft for personnel. 


Researcu PRoJEcTS 


Mr. Yates. How many of these projects are urgent as a result of 
rec wees from the Department of Defense? 

-, Hunsaker. I| think that is changing very rapidly now, and it 
may ie that a majority here are urgent. I have not counted them, 
but if we were in normal peacetime, which is a long time back the 
defense requests for specific projects would be a minority. 

Dr. DrypEN. 15 to 20 percent is normal in peacetime, and it is 
rising rapidly. 

Mr. Yates. The Department of the Air Force and the Department 
of the Navy, I think, received over half a billion dollars for research 
purposes. ‘Is any portion of the research which you do in conformance 
with a request from either of those agencies paid for by those agencies? 
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Dr. Hunsaxker. No, sir. That is done on our budget. That is 
why, in presenting the budget, we estimate the workload coming 
from the Defense Department, the things they are asking us to do 
and will ask us to do, and we estimate how much that is going to cost, 
what kind of facilities are needed for it, and how many people are 
needed to get them the answers in a reasonable time. We cannot 
get the answers right away. It is a question of judgment. 

Mr. Yares. Is there any duplication of research between your 
agency and that of the Air Force and Navy? 

Dr. Hunsaxer. No. We depend on General Saville and Admiral 
Lonnquest to help us with the elimination, and the matter comes up 
before the executive committee to discuss “Is this something where 
the NACA should take on the whole job or something on which we 
can give them the theoretical aspects and the defense agency will do 
the practical aspects?” We adjust that at our meetings. 

That is why I think Congress set up the NACA with the practical 
officers from the Navy and Air Force and Civil Aeronautics Author- 
ity as members of the committee, so that we can adjust the military 
and civilian demands at the top level. 

Mr. Yates. Is any portion of your research initiated by request 
from private airplane companies? 

Dr. Hunsaxer. Very much, and we encourage it by having men 
from industry on our technical subcommittees that review the pro- 
grams of research in each one of the fields. For example, we have a 
power-plant committee with engineers from the principal engine and 
turbine makers on it, and they get together and decide where there 
is a lack of general research—not specific tests on their own engines, 
but research which would help them design better ones. They will 
propose that before the committee; and, if they can get the military 
members of the committee to agree and their competitors to agree, 
that becomes recommended as a program. Our executive committee 
then has it for approval or not. If it approves it, then it turns it 
over to Dr. Dryden and his staff to execute. 

Mr. Yates. So that there is no compensation by private companies 
for research you may do? 

Dr. Hunsaker. Normally not. There is a provision in the legisla- 
tion that a private firm or corporation that wants to undertake a 
specific private venture can submit to the NACA in confidence their 
proposal and ask for a test. or investigation to be made of it, which 
they would pay for, and they alone receive the resulting report. That 
is very rarely used because very few private ventures have the money. 
The money required is in such great amount that an airplane concern 
proposing a new type of fighter will sell that idea to the Air Force as 
a customer; and, as a customer, General Saville will ask the NACA 
to investigate this proposal for him, and that is done for the Air Force 
with NACA funds at the expense of the Government. 

Mr. Yates. Does your agency pay any of the cost of research done 
by private aircraft companies? 

Dr. Hunsaker. No, sir. 

Mr. Yarers. Are there any patentable items which you turn over to 
private aircraft companies? 

Dr. Hunsaker. Sometimes a possible patent is suggested by some of 
our research done by our civil-service staff, and that possibility is 





396 


submitted to the Defense Department as of possible interest to them. 
If they think it is worth patenting, they prosecute the patent, and our 
man signs the papers, and so forth. 

Mr. Yates. Do you use any of the patented items of any of the 
private companies and pay for them? 

Dr. Hunsaker. We do not pay for any. I hope we are not using 
any patented items. I hope we are not infringing on anybody. 
Usually research equipment does not get patented as a practical 
matter. 

Mr. Yates. As to this practice of yours of allocating specific proj- 
ects for research to universities, is that not an accepted practice by 
private companies as well? 

Dr. Hunsaker. Yes. 

Mr. Yates. I remember du Pont, for instance, has established 
chairs at various colleges for particular research. The type of research 
which you request is in the same line; is it not? I do not mean in the 
same field; I mean it is the same type of practice. 

Dr. Hunsaker. It might be a little misleading for the record to say 
they establish chairs. 1 think du Pont may have established fellow- 
ships, subsidizing engineers and scientists. In addition to du Pont, 
Union Carbide, Pratt & Whitney, General Electric, and other compa- 
nies make research contracts with universities, for research in partic- 
ular areas of investigation, and they pay for it. We follow the same 
practice in NACA. 

Mr. Yates. Are these contracts such that you pay anything beyond 
the cost of the actual research? 

Dr. Hunsaxer. No. The university contracts are for the cost 
of the research, and then there is always a little argument as to what 
the cost is and whether there is some overhead. 

Mr. Yates. Is a bonus or premium paid to the university as a 
result of your using their scientists? 

Dr. Hunsaxer. No. The university is reimbursed for the time of 
their people put on the job and for the material they have had to buy 
and use. They are also allowed an appropriate amount for overhead 
to cover light, heat, space, accounting, supervision, and so forth. It 
is supposed to be a no-profit, no-loss arrangement. 


Estimate SUBMITTED TO BUREAU OF THE BuDGET 


Mr. Corron. Was your request to the Bureau of the Budget in 
excess of your budget as it appears here? 

Mr. Utmer. It was. 

Dr. HunsakeEr. It is always embarrassing to have to answer that 
question; but, as an individual, I will tell you yes; it was. 

Mr. Utmer. The request for salaries and expenses was $65,889,000, 
and for construction it was $13,022,800 to lquidate contracts pre- 
viously authorized and $19,951,000 for new projects, making a total 
budget of $98,862,800. 

Mr. Corron. What was that figure for new projects? 

Mr. Umer. $19,951,000. 

Dr. Dryprn. I do not know whether it is fair to do any quoting, 
but you might be interested in an informal understanding with the 
Bureau of the Budget. There was a difference of opinion on the rate 
at which the military projects would build up; and we were informally 
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assured, if we found from experience it built up at a faster rate than 
this budget allowed, we would be permitted to raise the subject in a 
supplemental estimate. 


ANTICIPATED SUPPLEMENTAL, 1952 


Mr. Corron. That anticipates my next question. I was going to 
ask you if you now anticipate a request for a supplemental or deficiency 
budget this coming year. 

Dr. Hunsaxker. I think, speaking officially for the committee, we 
do not; but we have our fingers crossed. 

Mr. Corron. And, if you have in your mind some anticipation or 
apprehension perhaps that you are going to be compelled to make 
such a request, do you also have in your mind in what fields those 
requests would be—what activities? 

‘Dr. Drypen. This is a matter of foretelling the future. We think 
the main question that may arise is the question raised before of 
whether we should work more than 40 hours a week, whether we should 
submit such a request. And whether it is a 40-hour week or a 48-hour 
week or whether it is all inclusive are matters that would depend on 
developments of the next 8 or 9 months. It may be that no estimate 
would be submitted. In fact, we have some flexibility. If you grant 
the sums we request, we do have some flexibility in an agreement with 
the Budget Bureau to use overtime in specffic areas as it may be 
needed. In other words, this budget is prepared on the basis of a 40- 
hour week. Whether we continue on a 40-hour week depends entirely 
on developments of the next few months. 

Mr. Corton. That will depend on how much overtime you have 
to pay; is that it? 

Dr. Drypren. Yes. To do the same job on overtime under the 
present legislation costs 1% times as much up to a certain salary level 
and then down to less than straight time for some of the higher- 
salary levels. It works out so that you get the same work done with 
less cost by working people on the 40-hour week. If you want to 
work 7 days a week, you stagger the days people work in order to 
keep the plant going around the clock, and do it at less cost than if 
you had to pay time and a half for overtime. 

Mr. Corton. If Congress should come to your rescue and reduce 
the vacation periods, would that make less likely the necessity of 
asking for further money? 

Dr. Drypen. I think you will find when we submit our records 
that, unless Congress does something much more drastic than I think 
it will, our record will be within the figures you propose. I am 
venturing something here without having the facts in front of me. 

Mr. Corton. I meant to say for the duration, only. 

Dr. Drypen. I think, in terms of cutting the vacation period in 
half, you will find our record is already pretty close to that. 

Mr. Corron. Does that go down to the lower-grade employees, 
too? 

Dr. Drypen. I will get you the facts and figures, and you can see 
for yourself. I am not too optimistic that we will realize any large 
amount of man-hours over what we have available now. 

Mr. Corron. Probably I should know this from the justifications, 
but has there been quite a bit of increased cost by reason of the 
advancement of your employees in the higher grades? 
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Mr. Utmer. To answer that question in another way, there has 
been considerable increase in cost due to the necessity of keeping 
our wage-board employees at the salary levels comparable with what 
is paid in industry in the localities in which our laboratories are 
located. Since December of last year, we have had to increase salaries 
of our wage-board employees by $486,000. 

Mr. Tuomas. He asked about your classified civil-service employees. 

Mr. Utmer. There have been some changes in classification made; 
yes, sir. I do not have the figures on that, but there also we do have 
to compete with other people who are employing scientific personnel ; 
and, although we do not have a fixed program, we do make promotions, 
if that is what you mean. 

Mr. Corton. Just to make this clear, I would like to ask one more 
question. Do I understand that, unless it seems desirable or neces- 
sary to the military to increase the scope of your activities during the 
coming fiscal year, you do not anticipate making a request for a sup- 
plemental or deficiency appropriation? 

Dr. Hunsaker. That is correct. I would like to amplify that a 
bit more, if I may. From my own point of view, were it not for the 
pressure from the military, the budget we submit to you here today 
would not be as large as it is. 

Mr. Tuomas. You said that 20 percent of your entire workload 
was a direct result of requests from the military. 

Dr. Hunsaxer. No; 20 percent would be the normal if we were not 
in a period of tension. I think that is going to pass beyond 50 percent. 
General Saville is here to explain that phase of it. 


ABPRONAUTICAL RESEARCH BY GOVERNMENT 


Mr. Corron. I think this is clear in the testimony, but I want to 
make sure in my own mind because of my lack of experience on this 
committee: Does your organization handle the bulk of the experi- 
mental research in the field of aeronautics as far as the Government 
of this country is concerned? 

Dr. Hunsaker. Yes. We were so set up by the Congress in 1915. 

Mr. Corron. Isn’t there some experimental work and research 
done in the military branches? 

Dr. Hunsaxer. Oh, yes. 

Mr. Corron. But that is small compared with your activities? 

Dr. Hunsaker. I would say it is not only small but it is different, 
and it is done with their full knowledge and our full knowledge. By 
agreement most of their money goes, as the general will tell you, to 
actually building the prototypes; spending the millions to get the first 
new machines and then the military makes their evaluation. We do 
not do that for them. 

Mr. Corron. With the exception of your committee and the activ- 
ities in the military branches, are there any other governmental 
‘agencies, as distinguished from private ones, performing research and 
experimental work? 

Dr. Hunsaker. There is a certain amount of work in aeronautics 
done by the Civil Aeronautics Administration in connection with the 
airways and their communications and regulations. There is the 
question of safety. Fire testing is going on and cloud control. 
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The Weather Bureau also has certain research in the field of meteor- 
ology and weather forecasting. That is in the Government, also. It 
has a bearing on aeronautics but it also has a bearing on raising corn. 

Mr. Corron. Does what you have described to me comprise all of 
the aeronautical research by the Government? 

Dr. Hunsaker. I believe so. 

Mr. Tuomas. How much is in your 1951 budget for terminal leave? 
Doubtless, you have set up a certain amount in your 1952 budget, 
even though it did not accrue in 1952 but accrued in the past year? 


PRIORITY OF CONSTRUCTION PROJECTS 


While that is being looked up, I wonder if you will be good enough 
to supply for the committee a list of priorities, in the order of their 
importance, that you attach to your construction projects as set out 
in your 1952 budget. 

(The information is as follows:) 


NACA fiscal year 1952 construction projects 





Project Location Estimated 
| | cost 





ES EIN. Soh re ere Oo ee ee Edwards Station. _- __.| $4,323, 000 
16-fo.t tunnel laboratory building additions. _- | Langley Laboratory. 136, 000 
Hydrogen liquefaction plant ES ......---.---| Lewis Laboratory kay 150, 000 
| Modernization of the 7- by 10-foot tunnel -- - - | Langley Laboratory _____- 4, 586, 000 
| Heat transfer and low density apparatus Ames Laboratory - -- | 650, 000 

Modernization of the 6- by 6-foot tunnel do ne | 900, 000 
Service facilities. __...................-...................| Wallops Island Station __. 100, 00 
High-altitude fuel facilities ...-| Lewis Laboratory _.| 1,455, 000 
Utility improvements _..| Langley Laboratory... -- 800, 000 
(DLs ey: -- mah .----| Lewis Laboratory .-.._--.-| 200, 000 


1 
2 
3 
4 
5 
6 
7 
8 





Total, fiscal year 1952 projects.____ fs | 13,300, 000 








! Required for improved utility services for existing facilities. 
TERMINAL LEAVE AND WiTHIN-GRADE PROMOTIONS 


Mr. Utmer. We expect to pay out $110,000 for terminal leave 
during the fiscal year 1951 and our estimates for the fiscal year 1952 
include $134,000 for terminal-leave payments. 

Mr. Tuomas. I notice that your within-grade promotions for the 
year 1952 are estimated at $182,000. 

Mr. Umer. That is correct, sir. 


ReEsEARCH AND DeveLorpmMent Costs 


Mr. Tuomas. Do you have a statement to make to us, General 
Saville? 

General Savitite. Only that we have been over this program. We 
believe it is on a minimum basis if the workload that is in our current 
program comes to pass. 

Mr. Tuomas. When we get this bill on the floor, one of the first 
questions that we are going to be asked is whether or not the Air Force 
is expending quite a sizable amount of money for research and 
development and whether or not their work is in direct duplication 
of part of the activities of the NACA. 


80208-—51—pt. 1-26 
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What was the amount of your appropriated funds for research and 
preg for the fiscal year 1951, and where is there any duplica- 
tion, if any, between the Air Force and the NACA? Here is a good 
ome to put it into the record because that is the first thing we will 

ave to ask when we get on the floor. 

General Savitue. I do not have the figure, sir, of our expenditures 
in 1951 broken down in the field of aeronautics. I can say, however, 
there is no duplication of any kind of which we are aware. We make 
a study of this, in the field of aeronautical research, with which the 
NACA is charged. 

Mr. THomas. How many wind tunnels does the Air Force have now? 

General Savitue. I cannot answer that. 

Mr. Tuomas. You were given $125,000,000 in 1951 for some new 
ones. 

General SAvILLE. Yes, five. 

Mr. Tuomas. Were they supersonic wind tunnels? How many will 
you have in addition to the five supersonic tunnels, assuming that you 
have them or are getting them under way? 

Dr. Lomsarp. The Air Force has five wind tunnels at the Wright- 
Patterson Air Force Base in Ohio of which four are in operating 
condition. 

The Air Engineering Development Center at Tullahoma, Tenn., 
will have three additional tunnels that are now under construction. 

Mr. Tuomas. Supersonic? 

Dr. LomBarp. Supersonic. 

Mr. Tuomas. How many supersonics will you have when they are 
completed, and how many below that speed will you have? 

Dr. Lomparp. The Air Force will have three at Tullahoma in 
operation, plus four at Wright Field, which are subsonic. There will 
be three supersonic and four subsonic. 

Mr. Tuomas. Does that include the two German tunnels you 
brought over several years ago? 

Dr. Lomparp. No. I think they are Navy tunnels. 

Mr. Tuomas. Did the Air Force get any? 

Dr. Lomrarp. The Air Force brought over what is called the 
BMW facility, which is now the engine-test facility, which is one of 
the facilities at the Tullahoma, Tenn., field. 

Mr. Tuomas. When your Tullahoma project is completed you will 
have eight? 

Dr. Lomparp. Yes. 

Mr. Tuomas. General Saville, you do not have the figure there for 
research and development for 1951. Do you have a contemplated 
figure for 1952? 

Dr. Lomparp. The Air Force has been supporting aerodynamic re- 
search on the order of $500,000 a year and propulsion research at ap- 
proximately $1,000,000 a year, which is similar to the research which 
the NACA is doing. It is not duplicated but coordinated. 

The total budget for research and development in the Air Force is 
approximately $200,000,000 a year, but that includes the development 
of aircraft and engines and equipment. ‘The NACA is not in the de- 
velopment business at all. Then the Air Force is conducting research 
in aerodynamics, and about $500,000 is expended for that, and ap- 
proximately $1,000,000 for propulsion. 

Mr. Tuomas. Where is the $1,000,000 being spent? 

Dr. Lomparp. That is on contracts with the universities and re- 
search institutions, and other activities of that sort. 
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It is not done at Air Force facilities. 
Mr. THomas. What is the remainder? Does that wind it up, or do 
you have any other program—broad general ones? 

Dr. Lomparp. The Air Force is expecting that to continue; yes. 

Mr. Tomas. I mean, do you have any other programs that you 
have not detailed? 

Dr, LomBarp. Do you mean new research programs? 

Mr. Tuomas. Yes. 

Dr. LomBarp. Yes. 

Mr. THomas. Name them. 

Dr. Lomparp. We are continually reviewing projects, if I can use 
a distinction between projects and programs, and initiating new 
projects in these fields of aerodynamics and propulsion research. 

Mr. THomas. How much do you plan to spend in 1952 over and 
above your 1951 expenditures? You do not have to give the exact 
figure, but just in round figures. 

Dr. Lomparp. We expect to be practically doubled. I think that 
I can perhaps answer your first question. We are also doing research 
in electronics, in mathemetics, in basic metallurgy, in chemistry, in 
physics, in applied mechanics, and they are all basic research projects. 

Mr. Txomas. Do you have any knowledge of the Navy’s research 
program, in a general way? 

Dr. Lomparp. Yes. This work is also done with very close inter- 
knowledge of the Air Force and the Navy, particularly the Office of 
Naval Research. Many of the projects actually are joint projects 
supported by the two services together. 

Mr. Tuomas. We thank you very much, Doctor. 
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SALARIES AND EXPENSES 








Funds available for obligation 








| l 
| 1950 actual | 1951 estimate | 1952 estimate 


| 
} 
| 
DIRECT OBLIGATIONS 








Appropriation or estimate..............--.---.------- ic | $16,000,000 | $16,511,913 | $23, 000, 000 
Unobligated balance, estimated savings....................--- Pe aay (EIR IS RO erate 
Total direct obilientions..................--.--.2..-..-2- | 15,799,194 | 16, 511, 913 | 23, 000, 000 


| | 
REIMBURSABLE OBLIGATIONS | } 


Reimbursements for services performed...__.---.....------- | 54, 802 | 48, 080 48, 080 





RI BESS Et SE aera necececccsccaee---| 15,853,906 | 16,550,903 | 23,048, 080 
i | / 
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Obligations by activities 





| 
Deaton 1950 actual | 1951 estimate | 1952 estimate 





DIRECT ORLICATIONS 


. Examining, placement, and veterans’ preference._....____- 5, 93 $6, 171, 275 
. Investigation of character and fitness for employment. _____| 3, j 4, 978, 959 
. Administration of personne! classification : y 1, 474, 636 
. Administration of the retirement system Since ae ua 720, 245 | 1, 529, 318 
5. Serviee reeords____- SEP peel 377 | 422, 229 , 
}. Federal Personnel Council cea ated 67, 579 | 54, 315 
. Regulatory, appellate, and advisory functions_.- eh 876, 676 | 767, 613 
. Executive and administration services_____- 4 147, 851 a id 1, 118, 568 


Totaldirect obligations. -._...............2.....22.. 15, 799, 194 16, 511, 913° 





REIMRURSARLE ORLICATIONS | ap 
i 


. Examining, placement, and veterans’ preference __- 44, 246 | 
. Investigation of character and fitness for employment j 
3. Administration of personne] classification........__. 
. Administration of the retirement system 
. Executive and administrative services. 





Total reimbursable obligations. ___.. 


Total obligations ____ Be EG cus Je ae 996 | 16, 550,993 | 23,088. OFD 
| j 





ANNuitTIgs, Panama Canat ConstrucTION EMPLOYEES AND 
LIGHTHOUSE SERVICE Wipows 


Funds available for obligation 


1950 actual | 1951 estimate 1952 estimate 


| 


\ i " | 4 
Appropriation or estimate -------| $5, 894, 300 $2, 803, 177 *& wat 900 
Unobligated balance, estimated si iV ings _— 87, 941 


Total obligations. _. ~ 4 oe | 5, 216, 359° 2, 803, 177 2,9 955, 900 


ae 


Obiigations by activities 


Payment of annuities to employees engaged in the construction of 
the Panama Canal and widows of former emplovees of the Light- 
house Service: 

1950 
1951 - 
1952. 


Obligations by objects 
11 Grants, subsidies, and contributions: 
\. Soe , a : 3 $5, 216, 359 


ee i . pumas FE ig 
1952 2 rai sees .--- 2, 955, 900 


PayMENT TO Civit Service RETIREMENT AND Disapiuiry Funp 


Funds available for obligation 





| | “ea a zs a 
| 1950 actual | 1951 estimate | 1952 estimate 


| i 





Appropriation or estimate | $301, 290, 728 | | $305, 000, 000 | $320, 450, 350 
Comparative transfer from 
“Canal Zone retirement and disability appropriated fund’’_| 999, 000 | Mae 
“Alaska Railroad retirement and disability appropriated | | 
yee ee a 3 ie ee. -| 215, 000 


EN Nis nono tn opnnce , , ~ 302, 504, 728 305, 000, 000 | 320, 450, 350 








ete 1c ot ae. 


Ne a aay soe Ae 
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Obligations by activities 





| | 
Deseription | 1950 actual | 1951 estimate | 1952 estimate 
{ 





Government’s normal contribution. $139, 595,300 | $132, 392, 000 
Government’s deficiency contribution 146, 013, 750 165, 809, 407 188, 513, 228 
NE BE icine canensenenndsescnas= tat SPE sp ETA, —375, 922 —404, 707 — 454, 878 





- 5 ee tS OF Se 
Total Government’s contribution 302, 504,728 | 305,000,000 | 320, 450; 350 


| 








Obligations by objects 


Grants, subsidies, and contributions: 

$302, 504, 728 
Pe wa a + : : . 305, 000, 000 
io” Sr ad sone nae la pa woe cal i enh eas oc kon 9, 

Mr. Tuomas. We have the Civil Service Commission with us this 
morning. We are delighted to have with us our distinguished friends 
Miss Frances Perkins, Commissioner; James M. Mitchell, Commis- 
sioner; L, A. Moyer, Executive Director; David F. Williams, Assistant 
Chief, Budget and Finance Division; and William F. Speck, Chief, 
Budget Section. 

I have just learned through Miss Perkins that our friend the Chair- 
man, Mr. Harry B. Mitchell, is ill. We regret to learn that bad news, 
and we certainly wish him a very speedy recovery. We hope he is 
soon back on his feet and back in the office. 

Now, Miss Perkins, if you have a statement for us, we will be de- 
ighted to listen to you as long or as short as you want to make it. 


GENERAL STATEMENT 


Miss Perkins. I will try to be brief. 

Chairman Mitchell last evening asked me to express his regrets to 
you that he was not able to be present today. He also asked me to 
present to your committee the statement which he had fully expected 
to present this morning as an introduction to the discussion of our 
request for appropriations. 


REORGANIZATION OF COMMISSION 


As you know, under the reorganization of the Civil Service Com- 
mission and in line with the recommendations of the Hoover Com- 
mission, there has been a separation of the functions in the Civil 
Service Commission’s operations, and the Chairman and the Execu- 
tive Director, acting with him and under him, are responsible for the 
preparation of the budget and for the development of it, and the Com- 
mission as a commission approves the budget. That means the 
Commission as a commission is fully familiar with all the policies that 
are reflected in the budget, but the detailed working out of the figures, 
and so forth, has been in the hands of the Chairman and the Executive 
Director. For that reason and also because in fact the law points out 
that the Executive Director is to be the Acting Chairman in the 
absence of the Chairman, Mr. Moyer will undertake to answer any 
questions you have with regard to the details of the budget. 

I also want to point out that the Commission and the Chairman, 
however, do operate as a unit in the approval of all matters, and there 
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is an entire understanding of the policies that are reflected in this: 
budget and an entire approval of them. 

The Chairman consults the other members of the Commission as a 
matter of courtesy and information on matters that are not strictly 
policy matters, but his responsibility is entirely for the operation and 
ours is for policy. 

The Civil Service Commission’s budget, as you know, Mr. Chairman, 
and as some of the other members of the committee know, has for 
some years been prepared on the basis of a performance budget such 
as recommended by the Hoover Commission. 

The activities which are reflected on the first page of our justifica- 
tions are the eight principal activities and, therefore, the eight prin- 
cipal divisions of the work of the Commission. 


REQUESTED INCREASES FOR DEFENSE ACTIVITIES 


I do want to point out and I think I owe it to you to say at the 
very beginning that the work of the Civil Service Commission is not 
devoted in its entirety to the prosecution of the defense effort. Only 
a part of our activities are directly connected with the defense effort. 
We have eight activities or projects, as shown here, and five of them 
we believe are not directly connected with the defense effort. Three 
and only three of them are. The increases in the appropriation which 
we are asking this year are connected wholly with those three projects: 
which do reflect the necessities of the defense effort. The other five 
activities which are not connected directly with the defense effort 
show either the same appropriation as was authorized last year or a 
slight decrease. We think those decreases and that holding of the 
level are due, in spite of increasing personnel cost because of within- 


gue promotions which are mandatory, to short cuts which we have 
eveloped through still more efficient methods of operation, so that 
we are carrying 1 increased workload at the same or a decreased cost. 

Now let me say a word on the first three activities. First, ““Exam- 
ining, placement, and veterans’ preference,” which are all put in one 
project because of their relation to each other; second, “Investiga- 


) 


tions,” which include not only loyalty investigations but suitability 
of postmasters, veterans’ preference, et cetera; and third, ‘Personnel 
classification.”’ All three of those which show increases are directly 
in response to the expanding personnel in the Federal Government. 
The total increase which is asked is about $6.5 million over 1951, 
making the budget for which we are applying in 1952 for operating 
expenses about $23 million. About $5.8 million of that increase is. 
for personal services and therefore represents direct work made 
necessary by the expanding part of the Government. 

The activities of the other five, as I said, have been kept on an 
even keel or slightly decreased. The entire increase in 1952 is for 
the purpose of providing and caring for the extra work loads which 
arise from the increased Federal employment which is, of course, due 
to the defense effort and particularly to the sudden increase after the 
Korean situation began to develop. 


INCREASES FOR LOYALTY PROGRAM 


I want to point out that of this increase of $5.8 million, almost $3 
out of every $4 of increase in the request are specificaliy for the loyalty 
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program function. It seems very expensive and, of course, is a matter 
of policy which must be considered by you and by the President. As 
to the degree to which this loyalty program must be carried out, we 
are of the opinion that in times like these it is essential that it be 
carried out fully. The increasing number of appointments in the 
expansion of the Federal Government have added very largely to the 
workload and added also to the speed which is required of those in 
this activity for making investigations and reporting on employees’ 
loyalty. 

gi INCREASES IN FEDERAL EMPLOYMENT 


The increases in Federal employment in recent months have been 
something like this: on June 30, 1950, at the end of the fiscal year, 
there were 1,819,485 persons working for the executive branch of the 
Government within continental United States. On December 31, 
1950, there were 2,024,339. That indicates to you the very rapid 
expansion of the Government which was almost entirely in the military 
establishments and in related defense activities—most of it in the 
military establishments of one kind or another. 

Mr. Puruuirs. But all civilians, of course? 

Miss Perkins. Yes: these are all civilians. We have nothing to 
to except with civilian personnel, and when I say “personnel,” J mean 
civilians. 

The sudden increase, of course, placed a heavy load on the Com- 
mission. You probably won’t recall, and therefore I will recall to 
you, that when we were here last year the estimated total number of 
appointments that would be made by the Civil Service Commission 
in the year which we were then presenting the budget for, which was 
1951, would be a little over 300,000 for the entire year. You see, 
what has happened is that, with the expansion which has taken place, 
plus normal turn-over vacancies, more than that number of persons 
have been appointed in the first 6 months of the year. So that, 
while not increasing our demands on our budget for this year except 
as we may have to ask later on for a deficiency, we have a heavier 
load of work made necessary. 

We have to estimate our workload on the basis of the figures given 
us by the Bureau of the Budget and by the military departments 
and the defense establishments. We have to estimate the number of 
persons that will be appointed, what the Federal employment will 
hn in June 1951, at the end of this year, and what it will be a year 
ater. 

ESTIMATED FEDERAL EMPLOYMENT, 1951 AND 1952 


On June 30, 1951, we estimate there will be 2,350,000 persons in 
Federal employment, and by June 30, 1952, the year for which we 
are now asking appropriations, there will be 2,600,000. 


EMPLOYMENT TURN-OVER 


Also I have to point out to you that the turn-over is increasing, as 
it always does in times of high employment. The turn-over is due 
to a number of things, partly to vacancies caused by people going 
into the military service, vacancies causes by persons shifting from 
nondefense activities to defense activities, and partly because of the 
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fact that many people are recruited from the Government to go into 
private industry, which is under a heavy load of speeding up its 
activities as well. Anyhow, following the reasoning of the Bureau 
of Labor Statistics, as well as our own estimates, in projecting what 
the turn-over is likely to be in the year 1952, the actual turn-over 
for the year 1950 was 17 percent on an annual basis. Our estimate 
for 1951 is 30 percent, which is 2.5 percent on a monthly basis, and 
for 1952 we estimate it will be 36 pereent, which is 3 percent on a 
monthly basis. This as you know, is somewhat less than the average 
turn-over in private industry in times of full or high employment. 

During World War II, at the peak of the employment, the turn-over 
was 5.5 percent per month. We hope, by virtue of methods we have 
adopted and by being on top of the problem early, we can prevent 
a large part of the turn-over which many people believe—I among 
them—was unnecessary at the time of the Second World War. We 
hope we can prevent it, but it is one of the difficult things. 

That turn-over, of course, adds to the amount of work we have to 
do, and the placement estimates we have made, including new appoint- 
ments and filling vacancies due to turn-over, are that there will be 
1,136,000 placements in 1951 and, for 1952, 1,141,000 new placements. 
The contrast there, of course, is the contrast with what we had esti- 
mated for this year when we appeared before you last year, namely, 
310,000 before Korea. 


SIMPLIFIED PROCEDURE IN STAFFING FEDERAL JOBS 


The President, as you know, has provided by Executive Order 10180, 
which he issued in the middle of November, a simplified, flexible, and 
quick procedure to accomplish a Federal staffing job, and the estimates 
of the Commission’s examining and placement program which we have 
before you is based on this Executive order and on our planning 
under it. 

I think I should tell you that the Civil Service Commission had, as 
a matter of precaution, partly at the request of the National Resources 
Planning Board, prepared a program or plan of emergency operation 
for the Commission well in advance of the outbreak in Korea. In 
fact, it was ready for 18 months before that time for preliminary dis- 
cussion, and we at the time of the Korean episode were already work- 
ing on revisions of it and bringing it up to date. So that we were one 
of the agencies of the Government that already had a plan of action. 

That plan reflected, I think, the experience the Commission had 
had during the Second World War, and many of the mistakes that 
were made simply because the programs were being improvised at the 
time of the Second World War have been avoided. An orderly rather 
than a chaotic program of expansion has been made possible because 
of the fact that we had an operating plan which was a plan that could 
be put into effect this quickly; because, although there is to be a 
large expansion in the military establishments, it did not all take 
place in the first 2 months. Therefore, the plan is being put into 
operation little by little as the situation calls for. 

The particular item, which we are working on, under which our 
budget has been made, is, first, a plan for the decentralization of the 
placement work to the maximum extent possible through the medium 
of boards and committees of examiners which are set up in the agencies 
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under the direction and supervision of the Civil Service Commission, 
but operated by the personnel in the agencies. 

We now have about 750 of such boards and committees. They 
have been increased as we have increased the number of new and 
reactivated defense installations. Our plan is to increase the number 
of boards to something over 1,200, which new boards are expected 
to be established during fiscal year 1952. So that by the end of 1952 
we anticipate having, and our figures have been based on having, 
1,222 of those boards and committees in the agencies, which is a 
quick speed-up to that number. 

As you know, the Commission does expect to keep full supervision 
over these boards and committees, to maintain standards and prevent 
duplication of effort of the boards in different agencies. 

Second, the Commission will also coordinate and direct the recruit- 
ing efforts of the agencies in the Federal Government. A procedure 
has been devised which will provide for orderly and coordinated 
recruiting by the departments as labor market conditions make this 
necessary. We have, effective in November or December of last 
year, an agreement with the Department of Labor, the United States 
Employment Service primarily, for a cooperative effort between the 
Civil Service Commission and the Employment Service in the recruit- 
ing of personnel for the agencies when we get to the point where the 
central recruiting and examination system does not provide enough 
people. This coordination will prevent agency recruiters running 
around over the country recruiting in the same districts and sometimes 
competing with each other. 

Third, the Commission’s personnel management and inspection 
service will be strengthened and is being strengthened to provide the 
advice and assistance required by the agencies to develop effective 
and efficient personnel programs and practices, insuring the maximum 
utilization of personnel they hire to insure that the rules and regula- 
tions are carried out; and to insure that all sources of labor supply, 
se the physically handicapped, the retired, and people who do 
not regularly work in the labor market are contacted in order to draw 
them into the Federal service where they are qualified. 

In keeping with the directives contained in the President’s order, 
it is the Commission’s current objective to hold the recruiting and 
examining at the site where the workers are needed, and to establish 
wherever practicable a board of examiners in the agency, particularly 
in the defense establishments, where the use of such board can produce 
effective and economical acquisition of personnel. It is not possible 
in every agency to set up an economical operating board. If there is 
a small installation in a community where there are only a few people, 
it is not a very effective way. In those cases we use the regular 
regional offices, of the Commission to supply needed personnel. But 
60 percent of the increase in funds we request for examination and 
placement work are to be used in connection with the operation of the 
board and committee program. We believe it is a good and wise 
method of operating. 

We have also in this field of examining and placement already 
streamlined the examination program, particularly in the categories 
Where there is a shortage of labor already, and we are operating on the 
basis of minimum standards rather than maximum standards in those 
shortage areas, such as typists and stenographers. We are operating 
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‘on & program of open, continuous examinations, which means as 
people come in they are promptly examined. We rate them not 
numerically, which is very time consumi although required in 
normal times, but where shortages exist muti as eligible or ineligible 
‘That means those that are regarded as eligible can be put to work 
‘promptly. 

The Commission, of course, must exercise over all control of all 
recruiting activities. That is going to be expensive, but I think it will 
pay in the long run and be a very valuable time-saving and money- 
saving operation for the Federal Government. 


PERSONNEL MANAGEMENT AND INSPECTION SERVICE 


In the field of personnel management and inspection service, the 
‘Commission is getting an increasing number of requests from agencies 
for advice and assistance, and we are strengthening that program. 
‘The regular, periodic inspection program is shifted over to the review 
of the normal personnel activities which is a regulatory check of a 

eneral nature. The advice and assistance method of operating 

mes. more Necessary as Nhew agencies spring up; since many of 

these officers have had no previous experience in Government work 
and compliance with Government regulations and requirements. 


INVESTIGATIONS 


The amount of work that the Commission must do under the 
“Investigations activity’, which is the second project of our program, 
is, of course, in direct proportion to the number of new employees 


who are entering the Federal service. Therefore, the workload esti- 
mates for this year and next year are based on the increases in the 
Federal employment. If the Federal employment is to increase to 
the figure which I read a moment ago—up to 2,600,000 in 1952—we 
shall have to be prepared to carry a proportionately increased load 
in the loyalty investigations which go along with the number of new 
people being brought in. It is purely in proportion to the workload, 
and the entire increase we are requesting in activity 2 is for the loyalty 
program. The necessary nonloyalty items in this activity have been 
reduced slightly from the 1951 level, although we will still do the 
necessary postmaster investigations, the necessary suitability investi- 
gations, and the other investigations which are reflected in this 
activity. 
PERSONNEL CLASSIFICATION 


In personnel classification, which is the third activity—and those 
are the only three in which we ask for an increase—the increase in 
fiscal year 1952 over 1951 is entirely for the postaudit of classification 
actions, the increase involved being due directly to the increase in 
the number of positions under the Classification Act. There are now, 
I believe, 45 percent of the Federal jobs under the Classification Act. 
The audit program which the Commission conducts helps in classifica- 
tion matters, particularly in the expanding defense establishments. 
Some people will say, ‘“‘Why is it necessary to do all this refined work 
of classification in time of trouble such as this?”’ ‘The fact is that, 
as you recall, one of the great reasons for classification audits is not 
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only an economy which will reflect itself throughout the Government, 
but it is a great deterrent to pirating and stealing from one agenc 
to another at constantly increasing salaries and grades even thoug 
the work is no different. Those of you who remember the situation 
in the last world war will certainly agree to that. The classification 
standards. at the present time are, of course, being applied by the 
agencies as well as by the Civil Service Commission on audit, although 
ithere are certain jobs which are unique and which have to be first 
classified by the Civil Service Commission. Then too, there are 
certain jobs which are new, many of them being atomic, scientific, 
and electronic jobs for which no classification standards have ever 
been written and which we consider it necessary to establish with the 
cooperation of the agency. 
I wish, if you will permit, to file with you for the committee’s use 
a rather long but full explanatory statement of the program of the 
Commission and the reasons why it has been adopted by us. 
Mr. Txomas. Without objection, that may be done. 
(The matter above referred to, which is the statement of Chairman 
Harry B. Mitchell, was submitted to the committee.) 
Miss Perkins. I think you will wish: to ask some questions, per- 
haps, of Mr. James Mitchell, and I know he wishes to make some 
comments on the budget as we have prepared it. 


Mr. THomas. Do you have a general statement you want to make 
at this time? 


HOOVER COMMISSION RECOMMENDATIONS 


Mr, Mircuetu. I would like to make a very brief statement if I 
may—just a few general comments. 

e chairman’s statement which Miss Perkins has handed to you 
does give in detail the steps taken to meet the emergency situation by 
the Commission. Of course, Miss Perkins has elaborated on those 
and has given some additional information. I would like just to say 
a few words about some of the things we have done to try to carry 
out the recommendations of the Hoover Commission. 

We think most of their recommendations are sound, but do not 
agree with all of them. In fact, if you line them up, we think about 
75 percent are very good, very constructive, and we have done our 
best to put them into practice. 

First of all, we have had a substantial improvement in the method 
of handling classification in the Federal service, which is quite different 
from the methods followed in the State and local governments. We 
think, for a service as large as the Federal Government of the United 
States, the proposal of the Hoover Commission, as adopted by the 
Congress, are sound and will work. 

e Hoover Commission also made rather sweeping recommenda- 
tions in the field of efficiency ratings. Most people who have looked 
at the Federal efficiency rating system over a period of years felt it 
was not good. It caused more trouble than it was worth, and we 
felt it was a handicap rather than an aid to good management. So 
we made proposals to the Congress which were generally adopted, and 
we feel the new performance rating system will be a distinct improve- 
ment over what we had. We certainly hope so. 
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We have also tried to do something in the area of executive develop- 
ment, as recommended by the Hoover Commission. With the help 
of the departments and agencies, we are trying to do something in 
that area. We have made specific efforts to improve the quality 
generally of the personnel selected, to bring in outstanding people 
mto"the Federal service. 

We have also tried to improve the promotion system of the Federal 
service. As I think the members of the committee know, in the 
Federal system we have a plan under which persons are promoted 
if they meet the qualifications for a higher-level position. We have 
urged the agencies to formalize their promotion programs so that 
there will be a more systematic approach to this whole problem, and 
merit will be recognized. 

We have also tried to do something in the area of removal. That 
is a subject about which there has been considerable discussion. We 
have asked every one of the agencies to try to simplify the steps for 
handling removals, and we are also trying to streamline our own pro- 
cedures, because we feel the law governing the removal of persons from 
the Government is clear, direct, and simple. Except with respect 
to veterans, there is no appeal to the Civil Service Commission. 
Veterans do have an appeal as a result of the Veterans Preference Act. 
But as far as the rest of the employees are concerned, there is no 
appeal to the Commission. We think it is a matter of improving the 
practice rather than of changing the law. 

Lastly, as the members of the committee know, a year ago the 
Commission was reorganized to give the day-to-day responsibility 
for administration to the Chairman and, in my judgment, it has im- 
proved our day-to-day operations. Instead of all three Commission- 
ers having to pass on the details of administration, the Chairman is 
now able to handle these. 

I may have some more general comments later. Just very briefly 
our objective in the present situation is to meet the needs of the Gov- 
ernment for personnel through the best possible relationship we can 
work out with the departments and agencies—in other words, to pool 
our resources in an effort to get the best possible personnel under these 
conditions on a merit basis. 

That is all I have to say at this time. 

Mr. Tuomas. Miss Perkins and Commissioner Mitchell, you have 
certainly made very clear statements and statements that are very 
helpful to the committee. We would like also to commend the Com- 
mission on the good way in which they have streamlined not only 
their activities, which certainly has been most helpful, I think, not 
only to the Commission in carrying out its duties and responsibilities, 
but to all of the governmental agencies, but incidentally you have 
certainly streamlined this budget. It is almost a work of art. Of 
course, I notice my friend got a little tired when he got down to 
“Other objects.’”” He must have been like me—he got around to it 
about midnight. 


OpeRATING EXPENSES BY ACTIVITY 


At this point in the record we will insert the table on page 2 and 
also pages 3, 4, and 5 of the justification. 
(The matter above referred to is as follows:) 
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Analysis of operating expenses by activity 





Activity 


Changes 1952 
compared 
with 1951 





ppt “4 Examining, placement, and veterans’ 


prefere 

Activity °: F tavantipations 
Activity 3: Personnel classification 
Activity 4: Retirement 

Activity 5: Service record 


$5, 425, 784 


+-$1, 182, 090 
+4, 378, 552 
+269, 004 
—9, 753 


Activity 6: Federal Personnel] Couneil 

Activity 7: Regulatory, appellate and advi isory 
funetions of tie Commission 

Activity 8: Exeeutive and administrative services. 1, 015, 106 

Miscellaneous fee services 70, 000 


Total direct obligations, personal services_____- 
Add obligations for services performed 





Total obligations, personal services_. Bee 15, 009, 264 20, 834, 131 +5, 824, 367 
Total obligations, other objects of expenditure 1, 550, 729 2, 213, 949 +663, 220 








Grand total, all obligations.__._._-..........-- 16, 559, 998 | 23, 048, 080 +6, 488, 087 
Less reimbursements for services performed 48, 48, 080 pee 








Net appropriation or estimate 16, | 511, 913 23, 000, 000. +43 488, 087 


| 

| 

A 

i. 3 | ae 

Number of positions: | | 
| 
a3 
| 





Central office ce aRc Ss eokeeceeadaraakeceau. 1, 928 


+415 
Field offices 2, 062 


+1, 213 


+1, 628 








3, 990 





Activity 1—ExXAMINING, PLACEMENT, AND VETERANS’ PREFERENCE 


This activity includes the following major functions of the Commission: 

1. Examining and placement work. 

2. Veterans’ Federal employment service. 

3. Personnel management and inspection service. 

4. The Fair Employment Board. 

5. Executive development program. 

General statement.—The size of the Federal service is increasing and will con- 
tinue to do so for the balance of the present fiscal year and for all of next. Present 
estimates of total Federal employment within continental United States is for 
2,350,000 employees by June 30, 1951, increasing to 2,600,000 by June 30, 1952. 

Along with increased employment will come higher turn-over, an inevitable 
result of a tight labor market. For fiscal year 1952 it will average an annual rate 
of 36 percent. 

It is estimated 1,136,000 placements will be required during fiscal year 1951 to 
keep the executive departments adequately staffed. This number will increase 
to 1,141,000 in 1952. These placements will result from both expansion in the 
size of the service and vacancies resulting from losses in the working force. 

With Government expanding rapidly to gear itself to meet a national emerg- 
ency, with speed in filling jobs becoming of increasing importance, and with the 
total placement job approaching the magnitude of World War II, it was obvious 
that a simplified, flexible, and speedy procedure was essential to accomplish this 
staffing job. 

The: President has now provided such a program through the means of Fxecu- 
tive Order 10180, Establishing Special Personnel Procedures in the Interest of 
National Defense. 

In brief outline, the President’s directive provides that in the interest of national 
defense— 

(1) To the extent not inconsistent with the order, appointments and 
position changes shall be made in accordance with civil-service laws, rules, 
and regulations; 

(2) On and after December 1, 1950, all appointments in the executive 
branch shall be made on a nonpermanent basis, except for a few stated 
exceptions; 

(3) Promotions and transfers shall be on a nonpermanent basis; 

(4) In making appointments, the recruiting facilities of the Commission 
and its boards and committees shall be used to the fullest extent; and 
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(5) The Commission is authorized to prescribe regulations and procedures: 
necessary to carry out the pupone of the order. 

In this same connection, the President, at the time of the issuance: of his 
Executive order, directed a letter to the Chairman of the Civil Service Com- 
mission in which he emphasized the following points: 

(1) Civil Service Commission examining boards and committees.should be 
given the fullest possible authority and utilized to the maximum; new boards 
and committees should be liberally authorized whenever the defense program 
would be  <Sont and 

(2) the Commission should coordinate the civilian recruiting efforts of the- 
executive branch agencies during the effective period of the Executive order. 

In keeping with the directives contained in the Presidential order, the Commis- 
sion has developed a program to meet the staffing requirements of the: agencies: 
expeditiously, effectively, economically and under examining standards geared to- 
local labor market conditions. The essence of this program is the maximum 
decentralization of the placement job to the agencies themselves; through ‘the: 
medium of boards and committees of examiners. Thus, we localize the examining 
and recruiting work at the site where the workers are needed, and at the same: 
time insure that the agencies, operating through Civil Service boards, comply 
with necessary rules and regulations in carrying on their work. The primary 
role of the Commission in this area of work is to train the board personnel, assist. 
and advise them as problems arise, and inspect their work periodically for adher- 
ence to regulatory requirements. 

A further part of this program concerns itself with the directive to coordinate- 
and direct the recruiting efforts of the Federal Government. A procedure has: 
been devised which will provide for orderly and coordinated recruiting by the 
departments as labor market conditions make this activity necessary to the: 
acquiring of personnel. Also, the Commission’s regular personnel management 
and inspection service will be strengthened to provide the advice and assistance: 
required by the agencies to develop effective and efficient personnel programs and 
practices, insuring the maximum utilization of personnel on the rolls. 

Under the various items of work which are outlined on the following pages we- 
have developed the details of these programs and the financial requirements to 
effectuate them. 


EMPLOYMENT IN FEDERAL GOVERNMENT 


Mr. Tuomas. This general statement is very much to the: point, 
and I think it is worth rereading at this time. It says: 

The size of the Federal service is increasing and will continue to do so for the 
balance of the present fiscal year and for all of the next. Present estimates of 
total Federal employment within continental United States is for 2,350,000 em- 
ployees by June 30, 1951, increasing to 2,600,000 by June 30, 1952. 

In other words, as of today, you have about 2,350,000 employees, 
and in the next 12 months the figure will be increased by 250,000. 
Does that include only the classified employees, or does that include: 
what we call the wage board employees, too? 

Miss Perkins. All—wage board and classified. 

Mr. Tuomas. I am afraid your figure is a little on the modest side. 

Miss Perkins. The Director of the Bureau of the Budget was: 
very insistent that we be modest. 

Mr. Tuomas. I say that for the simple reason that when you open 
up all of these new classified Army, Navy, and Marine Corps installa- 
tions for training purposes alone plus their industrial activities, those 
activities that will be under the direct supervision of the Army and 
the Navy—their ordnance plants, their gun plants, their powder- 
loading plants—you are going to have worlds of blue-collar workers, 
and I think your figure is on the modest side. I assume it is correct 
to say as of June 30, 1951, you will have 2,350,000 employees. What 
part of that number will be under the classified service inside the con- 
tinental United States? 

Mr. Puiuurps. That is the figure now. 
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Mr. Tuomas. Yes. That includes blue-collar and what we call 
classified civil-service sp ng oa The question is what part of those 
2,350,000 will be under the classified service. 

Mr. Moyer. Roughly, about 45 percent would be subject to the 
Classification ines, Gut about 80 percent will occupy civil-service 
positions. As you know, practically all of the new appointments are 
being made on an indefinite or temporary basis. 

Mr. Tuomas. So, to get those figures firmly fixed in our minds, 45 
percent of the total number will be under the classified civil service, 
and 80 percent, even though they are blue-collar workers, will be 
under the civil service? 

Mr. Moyer. That is right. 

Mr. Tomas. And the remaining 20 percent or wartime employees 
will not be under the civil service at all; is that correct? 

Mr. Moyer. Well, the remaining 20 percent will be largely positions 
in agencies excepted from civil service—the Atomic Energy Commis- 
sion, the Tennessee Valley Authority, the FBI, and schedule A ap- 
pointments which are not subject to the requirements of the Civil 
Service Act. 

Mr. Tuomas. By virtue of this war effort since Korea, how many 
new employees, classified employees and blue-collar employees, wage- 
board employees, will be added to the Federal payroll by virtue of 
the war? 

Mr. Moyer. Since June 1950? 

Mr. THomas. You forecast an increase from June 30, 1951, to 
June 30, 1952, of about 250,000. How many have been added sinée 
the outbreak of Korean hostilities in June? 

Mr. Moyer. About 200,000 new positions, 

Mr. Tuomas. So from June 1950 to June 30, 1952, there will be 
in the neighborhood of 400,000 new Federal employees added to the 
payroll? 

Miss Perkins. Slightly over that. 


INDEFINITE EMPLOYEES’ CIVIL SERVICE STATUS 


Mr. Tuomas. That leads us to this further question. I had some 
discussion with the Bureau of the Budget, and I think with some of 
the Commissioners themselves as to just what will be the status of 
those 400,000 employees with reference to retirement, with reference 
to deductions of retirement funds from their monthly pay checks, 
and with reference to their future status as employees of the Govern- 
ment. Here is what I am getting to. We all know those 400,000 
employees—and in my judgment that figure will be much greater by the 
end of June 1952—have come to work for the Government purely on a 
wartime basis. Knowing they are wartime employees, they do not 
expect permanent employment with the Government. So, to sum- 
marize that question, what are we doing in the present emergency 
with reference to these wartime employees that we did not do in 
World War II? In World War II we treated them, for all practical 
purposes, as employees who were seeking careers with the Govern- 
ment; we deducted every month from their pay checks their retire- 
ment payments; we had to keep accounts for them. Then when they 
were separated from the Government service at the end of the war, 
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you had to set up a big division over there to refund the money you 
had deducted from them, and by and large all during World War I[ 
and for about 2 years after the war the Commission must have had 
anywhere from 500 to 700 employees who were performing work 
essentially under that broad system, and over the long pull it was 
absolutely wasted effort. 

Mr. Moyer. These appointments are practically all indefinite ap- 
pointments. They will not be subject to the Retirement Act; they 
will be under social security, and they will have no status as regular 
civil-service employees. As a matter of fact, we are now announcing 
probational examinations for about 1 percent of the appointments that 
will be made in the Federal service. 

Mr. Tuomas. Spell that out—that they will not be under the retire- 
ment fund, but that they are under social security. Spell that out to 
us in detail. That is the very statement we want. 


SOCIAL SECURITY DEDUCTIONS FOR INDEFINITE EMPLOYEES 


Mr. Moyer. Under the provisions of the Retirement Act indefinite 
employees are not subject to its provisions. Under recent amend- 
ments to the Social Security Act they are subject to social security. 

Miss Perkins. If they are not under retirement. 

Mr. Moyer. That is right—if they are not under retirement. 

Mr. Tuomas. What you are saying, then, in trying to be specific, is 
that these 400,000 plus employees are not members of the civil service; 
they have no retirement rights; no part of their pay is deducted each 
month and paid into the retirement fund, and no separate account is 
kept for them. 

What is being done for them in the way of social security? 

Mr. Puiuurps. Is that a statement of fact? Are not retirement 
contributions being taken from them? 

Mr. Moyer. No. 

Mr. Wiis. Social security is being deducted. We take 1.5 
percent of the first $3,600 of their salaries and turn it over to social 
security. 

Miss Perkins. That actually is not done by the Commission. We 
have nothing to do with it. 

Mr. Tuomas. Who does that? 

Mr. Wiuuiams. Each agency does it for its own employees. 

Mr. Tuomas. And the cost of that operation is not borne by Civil 
Service but by the various employing agencies? 

Mr. Wivuiams. The matching portion is borne by the employing 
agencies according to the current Bureau of the Budget plan. Agen- 
cies are deducting 1.5 percent: of the salaries of their indefinite em- 
ployees every 2 weeks, and the employer must match that, according 
to the social security law. "That money does come out of regular 
appropriated funds. 

Mr. Tuomas. Where is that set out in the budget? 

Mr. Wituiams. It is not set out, because at the time our budget 
was prepared the Bureau of the Budget had not decided how it should 
be handled, because it has been such a recent change. 

Mr. Tuomas. Where are your funds for the purpose of matching 
the 1.5 percent of the salary located in this budget? 
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Mr. WituraMs. In the appropriation for our various activities. 
The activities will have to bear that expense. 

Miss Perxrns. That is, our own budget will show it for our own 
people. 

Mr. Wriu1aMs. Yes. 

Miss Perkins. I think Mr. Thomas wants to know how does the 
Government pay the matching funds. 

Mr. Tuomas. No. That is done by the employing agencies. 

Miss Perkins. That is right. 

Mr. Tuomas. I am asking where in your budget are those funds 
justified or set aside to pay that 1.5 percent. 

Miss Perkins. They are not isolated, but they are involved in 
each activity that is expanding, taking on new people, because the 
new people taken on in the Civil Service Commission are indefinites. 

Mr. Wruurams. The Budget Bureau will not permit the agencies 
to request the 1.5 percent the agencies must pay. We were told we 
would have to absorb the cost out of our regular appropriated moneys. 

Mr. Puriuirs. Out of your salary money? 

Mr. WituiaMs. Yes, sir. 

Mr. Tuomas. In other words, you have 1.5 percent charged against 
your salaries and expenses? 

Mr. WriiuiaMs. That is correct, for our indefinite employees. 

Mr. Tuomas. But that is not pointed out in the budget and it is 
not shown exactly how you are going to do it? 

Mr. WituraMs. It would not be an across-the-board deduction; it 
would only be for indefinite, temporary employees whose salaries 
would be represented in the budget. It will be a growing thing, be- 
cause as each employee now is taken on the rolls—— 

Mr. Tuomas. In other words, you are seeking an increase in 1952 
over 1951 of 1,628 employees. For what part of those 1,628 em- 
ployees are you going to have to come up with 1.5 percent per annum 
of their salaries for matching purposes? 

Mr. Moyer. All of those, because they will be hired on an indefinite 
basis, unless we happen to reinstate a few. But practically all of 
those will be on an indefinite basis, and we will have to come up with 
the 1.5 percent. 

Miss Perxrns. They will be persons without civil-service status. 

Mr. Puruurps. In all grades? 

Mr. Moyer. Yes, in all grades. In addition to that, a number of 
additional employees in positions filled by turn-over will be on an 
indefinite basis, and we will have to come up with the 1.5 percent. 
_Mr. Tuomas. Before we go into these specific amounts, I would 
like to ask another general question or two. 


RECRUITMENT OF EMPLOYEES 


On this recruiting of new employees in the Federal service, I think 
you have certainly come up with a good idea and a good plan of 
turning over to the war agencies under your supervision the problem 
of doing their own recruiting. What part of these 400,000 new 
employees that we will have to acquire up to and including June 30, 
1952, will the agencies recruit themselves, and what part will the 
Commission recruit? We are using that figure of 400,000 even 
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though I think it is too low a figure, but that is the one we will have to 
work with. 

Mr. Moyer. Of the total recruiting, 70 percent will be through the 
Commission and its boards of examiners. In other words, 70 percent 
will be subject to the Commission’s examination requirements. 
Thirty percent of placements will be made by the agencies under 
Commission standards. Of the 70 percent to be made by the Com- 
mission, about 72 percent will be through the local boards and com- 
mittees in the agencies. That boils down to about 20 percent, 
probably, being made through the Commission and its regional offices 
and about 80 percent being made through the local boards. 

Mr. Txomas. I think that is the figure you have in your justification. 

Mr. Moyer. That is right. 

Mr. Tuomas. What is the distinction between the two types of 
jobs for these various war activities wherein the Commission itself 
will examine and recuit or place 20 pereent and the agencies themselves 
will do the remaining 80 percent? 

Miss Perkins. May I say here that we think of the program of the 
reguarly established boards and committees as being the civil-service 
program, as they are under our direction, under our supervision, and 
they must carry out our regulations. So that the combination of 
the special recruiting done by the regional and central offices of the 
Civil Service plus these boards and committees is the civil service 

rogram. Under that program 70 percent of total placements will 
e made. In addition to that 70 percent, by law, by special agree- 
ment, and because of special local problems, some of the agencies 
place part of their personnel, and that is the other 30 percent. 

Mr. Moyer attempted—and I think he did—to break down the 
actual placement of recruiting done by the Commission. That is 
the Commission and the boards together. That 70 percent can be 
further broken down to show you how much is done by boards which 
are made up of agency personnel under the direction and supervision 
of the Commission. That is about 80 percent. 

Mr. THomas. And before the end of the fiscal year 1952 you will 
have about 1,200 of those boards? 

Miss Perkins. That is right. 

Mr. Tuomas. But the salaries and expenses of these boards are 
paid not by the Commission but by the employing agencies? 

Miss Perkins. That is correct. 

Mr. Tuomas. And that supervision over these boards will be your 
own supervisors, inspectors, etc.? 

Miss Perkins. Correct. 

Mr. Tuomas. How many of those will you have supervising the 
1,200 agency boards? They are agency boards, and they are certainly 
not Commission boards. 

Miss Perkins. We refer to them as Commission boards, because 
they are under our direction. 

Mr. Tuomas. That is confusing, too, because in truth and in fact 
they are not, and the distinction | make in my own mind is that they 
are paid by the agencies. 

Miss Perkins. They are paid by the agencies but operate under 
rules of the Commission. 

Mr. Moyer. There are about 307 employees altogether that will 
supervise the whole board and committee set-up. 
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ANTICIPATED EMPLOYMENT TURN-OVER 


Mr. Tuomas. I notice another very interesting statement, and I was 
just wondering if it is reasonably accurate. I certainly have no 
reason to think your judgment is faulty, but it is so significant. You 
say: 

Along with increased employment will come higher turn-over, an inevitable 
result of a tight labor market. 

I am quoting your statement, and I think that is true. The Bureau 
of Labor Statistics has pointed out to us that come June or July of the 
calendar year 1951, we will perhaps see one of the tightest labor 
markets we have ever seen in this country. In other words, anybody 
who is able and willing to work can certainly get some type of employ- 
ment. But along with that fact goes this statement, which I am afraid 
is true, but it certainly is discouraging, that for fiscal 1952 you will 
have an annual turn-over at the rate of 36 percent. 

It has been pointed out in the last 4 or 5 years that some of the 
agencies have an annual rate of turn-over which, as well as I remem- 
ber, at the very lowest was 12 percent in some of the agencies, and it 
got up to an average of around 18 to 20 percent. Is that statement 
reasonably accurate? 

Mr. Moyer. Thatiscorrect. Last year the average was 17 percent. 

Mr. THomas. And now you are expecting a hog-round average, we 
will say for lack of a better term—that the average during the last 5 
years of 17 percent for Federal agencies will jump up to about 36 per- 
cent during the years 1951 and 1952? 

Mr. Moyer. Yes, sir. We restudied our estimates on that because 
of advice from the Bureau of Labor Statistics, which knows more about 
turn-over in the open market than anyone else, of a somewhat higher 
figure. We believe it can be kept down. 

Mr. Tuomas. The significant point of that figure is quite clear. It 
is generally accepted that the training period in most any job runs 
from about 3 to 6 months in the Government and often longer than 
that. If that assumption be true, it adds up simply to this, that for a 
third of your total Federal employment the taxpayers and the agencies 
will only get about 50 percent of the value of their money for employ- 
ment per year for that one-third, because they will go through the 
training period and by the time you get them trained they will go 
some place else. 

Mr. Moyer. May I offer a suggestion there? A very large 
portion of those placements we make—a very large number—are 
blue-collar workers who are, for the most part, either skilled workers 
or unskilled persons who do labor work. They do not require a 
3-month training period. Another large part are the low-grade 
clerical jobs which do not take half as much as 3 months. 

Mr. Tuomas. Cut my statement in half, then. Even though your 
earlier figures of about 45 percent under the classified service and the 
remainder under wage board acts—if you cut my figures down one- 
half, even then the loss is absolutely staggering. 

Mr. Moyer. It is considerable. 

Mr. Tuomas. I cannot see anything the Civil Service Comm/‘ssion 
can do about it, but is there anything the employing agencies could 
do about it? After all, their employees do not work for the Commis- 
sion; they work for the various Government agencies. 
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Mr. Moyer. As part of our wartime emergency program, we antici- 
pate every effort will be made to cut down that turn-over. You must 
remember, however, that a good many people go into the armed serv- 
ices, and those vacancies have to be filled. That is turn-over. Then 
there are, of course, shifts from nondefense agencies to defense agen- 
cies. That is turn-over, because those jobs in the nondefense agencies 
are filled by somebody. That all contributes. Then, of course, there 
is a leakage to private employment, which is a very difficult thing to 
handle in a tight labor market with wages so high. But there are 
methods of encouraging people to stay where they are. One of the 
great debates we have had recently is about granting reemployment 
rights to people who leave nondefense agencies to go to defense agen- 
cies. The defense agencies want them to come; they want to recruit 
from the nondefense agencies. That, of course, increases the turn- 
over, because the nondefense agencies get another stenographer and 
train her when somebody is taken from a nondefense agency. 

Mr. Tuomas. At this point let me briefly summarize your budget 
with reference to activities. I believe it will save a little time. Then 
we will go into your retirement fund and your other objects, and I 
think we can consolidate and save a lot of time. 


Cost or Persona Services BY ACITIVITES FOR 1952 


Your examining, placement, and veterans’ preference, activity No. 
1, calls for an appropriation for 1952 of $6,607,874, which is an increase 
of $1,182,090 over 1951. Your biggest increase is your loyalty 
program. 

Miss Perkins. Yes, sir. 

Mr. Tuomas. The requested appropriation for 1952 is $8,906,549, 
which is an increase of $4,378,552 over 1951. 

Your personnel classification, activity No. 3, shows an increase of 
$269,004 for 1952 over 1951, calling for an appropriation of $1,601,768 
for 1952. 

Activity No. 4, retirement, shows a decrease of $9,753. 

Activity No. 5, service records, shows a decrease of $396. _ 

Activity No. 7, regulatory, appellate, and advisory functions of 
the Commission, shows a decrease of $9,630. 

That gives an over-all personnel increase for 1952 over 1951 of 
$5,824,867, making the total for 1952 $20,786,051 for personnel cost. 
That personnel cost will be applied for the salaries of 5,618 employees 
for 1952, which is an increase of 1,628 employees over 1951. That 
figure of 5,618 employees is broken down as 2,343 employees in the 
central Washington office and 3,275 in the field. 

It should be noted that the Washington office calls for an increase 
of 415 employees in 1952, and the field calls for an increase of 1,213. 
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OrHeR Opsects, 1952 


Supporting these 5,618 employees, you call for other objects of 
$2,213,949 for the fiscal year 1952 as against $1,550,729 for 1951. 

At this point in the record we will insert page 99. 

(The matter above referred to is as follows:) 


Other obligations—Summary statement 





: Estimate, Estimate 
Object Actual, 1950 95 1952 





ENED SSE Pi Geo anae e LgOE  ee: Sea $280, 484 . $623, 242 
Me eeaeepenennth OF CRINGB es no cose ewe cence 47, 132 ; 69, 625 
Communication services_._..........___-... a 137, 104 , SOF 185, 049 
Rents and utility services 104, 358 5, 130, 660 
Printing and reproduction 52, 543 391, § 558, 162 
oT a ee eee ee 38, 276 7 53, 000 

Services performed by other agencies___..._........_-- 89, 800 ; BR 
Supplies and materials-...-......_-- 7b ay SRA: SS 167, 758 85 319, 518 
Equipment 209, 171 274, 693 
Refunds, awards, and indemnities 505 x 














ON EOE COIN TE LS AAAS 1, 577, 131 | 550, 2, 213, 949 





Mr. Tuomas. This shows an increase of $663,220 for 1952 over 
1951 for other objects, which are made up of travel, transportation of 
things, communications service, rents and utilities service, printing and 
reproduction, other contractual services, supplies and materials, 
equipment, and refunds. We will take a look at those in a minute. 


EXAMINING, PLACEMENT, AND VETERANS’ PREFERENCE 


Will you justify this increase of $1,182,090 for “Examining, place- 
ment, and veterans’ preference” for the fiscal year 1952 over 1951? 

In that regard, you have a very excellent table on page 7, which we 
will insert in the record at this point, followed by the table on page 8, 
which gives you the unit cost of the work that you do for examining 
and placement. That table is very interesting. 

(The documents are as follows:) 
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TaBLE I.—Activity I—Examining, placement, and veterans’ preference summary 


statement 





Functions 


1950, actual 


1951 estimate 


1952 estimate 





Num- 


Num- 


Num- 
ber 





A. Examining and placement work: 
L. Direeting and coordinating re- 
eruit: 
2. Comm m placement work__. 
(a) Recruiting and announc- 
ing examinations. __.._. 
(b) Answeri .g inquiries... ____ 
(c) a oma evaluating 


(e) Medicus work 
(f) Operational services 

3. Organizing, supervising and 
servicing boards and com- 


Total examining and place- 
t 


©. Personnel management and inspection 
Service: 

1. Inspecting agency personnel 
operations 

2. Inspecting ae of boards 
and committees 

3. Inspecting post office boards_ 

4. Promoting better personnel 
management 

5. gy eX ming regional inspection 


Total personnel manage- 
ment and inspection 
D. Fair Employment Board 
E. Executive development program 


Total obligations 
Less: Lapses. 


Net—Activity I 


$4, 788, 122 


361. 607 
859, 976 


2, 226, 995 
846, 516 


272, 189 
219, 839 


698, 692 


$3, 891, 283 


412, 007 
781, 167 


1, 374, 586 
832, 222 


277, 354 
213, 947 


746, 478 


4, 046, 477 


501, 325 
769, 616 


1, 492, 160 
784, 478 


284, 951 
213, 947 


1, 455, 813 





5, 486, 814 


4, 637, 761 


5, 758, 961 





219, 277 


205, 578 


199, 329 








445, 329 
89, 164 


39, 279 
27, 398 








10 
3 


670, 905 
93, 345 
. 19,500 


140 
10 
3 








1,354 
43.9 


5, 627, 089 
20 


1, 606 
50.9 





1, 538.8 | 6, 065, 231 


1,310.1 





5, 425, 784 





1, 555.1 








6, 607, 874 





TABLE 2.—Activity I—Examing, placement, and veterans’ preference—-Work items 
and net unit costs 





Work items 


1950 actual 


1951 estimate 


1952 estimate 





Net cost 


Processed per unit 


To be | Net cost 
processed! per unit 


To be 
processed 


Net cost 
per unit 





. Answering inquiries 

. Processing applications 

. Issuing and auditing certificates 

. Inspecting agencies __..- 

. Inspecting boards and committees of 
examiners. -_-_- 

. Inspecting post office boards 


$0. 3272 
2. 3970 


3. 773 
213. 2620 
98. 8831 
22. 5903 











2, 483,380 | $0. 3076 
540, 833 


2. 4918 


159,517 | 5.1023 
1, 601 | 270. 1499 


112. 6139 


777 
3,224 | 20.9975 





2, 560, 380 
715, 184 








$0. 2907 





Mr. Tuomas. The cost of answering inquiries is 29 cents; is that 


correct? 


Miss Perkins. So we believe, sir. 
Mr. Tuomas. For the processing of applications it costs $2. 02. 
For the work of issuing and auditing certificates the cost is $3.36 


each. 





't cost 
r unit 
60. 2907 
2. 0233 
3. 3661 
6. 3786 


6. 5753 
16. 2017 


that 
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The cost of the inspecting agencies is $256.37 for each unit. 

Miss Perkins. For each inspection. 

Mr. Tuomas. That is right. 

For the inspecting boards and committees of examiners it costs 
$96.57 each. 

For the inspecting post office boards the cost is $16.20 each. 

I had a notation here which is not clear in my mind. Are these 
figures based on a total charge for services performed by the Civil 
Service Commission, as well as the 1,200 boards who are working for 
the agencies? : 

Miss Perkins. These are for services to be performed by the 
Commission. 

Mr. Moyer. This is only by the Commission. 

Mr. Tuomas. This does not include the cost of the 1,200 boards 
working: for the agencies; is that correct? 

Mr. Moyer. That is correct. 


PLACEMENT 


Mr. Tuomas. I have a note here to see page 10, as to placement for 
1951. 

I have in my notes here that that will total 1,135,381, and for 1952 
it will be 1,141,000. Are those two figures correct? 

Miss Perkins. On the basis of our estimates; yes. 

Mr. Tuomas. If so, how many of those replacements are made 
directly by the Commission and how many are made by the agencies 
themselves? 

I read from page 10: 

On the basis of the expansion in the Federal service and the increase in turn- 


over, it is estimated that the total number of placements to be made in fiscal year 
1951 will be 1,135,851 and in fiscal year 1952, 1,141,000. 


I continue to read: 


Of the total number of placements to be made in fiscal year 1952, the Com- 
mission and its boards and committees will make 70 percent— 

That is the figure we have been talking about this morning. My 
question is: Is 70 percent charged here, or is the 100 percent charged 
for these replacements? 

Mr. Moyer. Well, the request for this appropriation to the Com- 
mission is for only the work which the Commission will do itself in 
connection with these appointments. 

Mr. Tuomas. If that is true this statement is quite ambiguous. 
Language is usually ambiguous, J might say. 

If the agency is going to have 1,200 boards, and they are going to 
place between 70 and 80 percent of these wartime employees, and the 
agencies themselves are paying the salaries of the boards, then the 
Commission’s only expense—I say ‘only expense” but that is not 
accurate—or their direct expense is in that figure of 348 inspectors 
you gave me awhile ago who are going to supervise this 1,200 boards. 
Is that correct or am I wrong? 

Mr. Moyer. Well, there is other expense so far as the Commission 
is concerned. 

Mr. Tuomas. Yes; there is no question about it. 

Mr. Moysr. That is right. 
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Mr. Tuomas. But 70 percent of your big cost of placement ought to 
be charged to the agencies and not to the Civil Service Commission. 
That is what it adds up to. 

Mr. Witutams. I think I might clarify this in some respects. Of 
the 1,141,000 placements to be made in the fiscal year 1952 approx- 
imately 300,000 of those will be made by agencies outside of the 
Commission or its boards and committees. These will be jobs the 
Commission or its boards are not able to fill or jobs excepted from the 
competitive service. That leaves about 800,000 placements to be 
made by the Commission-and its boards and committees. 

Mr. Tuomas. For the record let us get that clear. That 30 percent 
includes the FBI, the TVA, the Atomic Energy Commission and all 
those others who, so to speak, have their own civil service; is that a 
fair statement? 

Miss Perkins. Yes. 

Mr. Tuomas. Go ahead. 

Mr. Wiiuiams. These 800,000 placements represent 70 percent of 
the total placement workload to be done for the Federal service. Of 
that 70 percent the Commission’s boards will make 72 percent of those, 
or roughly about 575,000 placements. The Commission, through its 
own examining resources, will make approximately 225,000 placements. 

For the 575,000 made by boards 

Mr. Tuomas. The agencies themselves pay for the boards? 

Mr. WituiaMs. That is correct. 

Mr. Tuomas. The Civil Service Commission does not pay for them? 

Mr. WituiaMs. Our cost there is the cost of supervising, training, 
and assisting them. 

Mr. Tuomas. You are going to place 200,000? 

Mr. Wituiams. Two hundred and twenty-five thousand. 

Mr. Tuomas. All right, 225,000 or 250,000, out of this 1,141,000. 

If my arithmetic is correct, for this 70 percent of the total of 1,141,000 
under your justifications you are charging the total cost of placement. 


ORGANIZING, SUPERVISING, AND SERVICING BOARDS AND COMMITTEES 


Mr. Witu1AMs. No; the only line item we have, asking money for 
the board portion of that, is shown on the table on page 7, item 3, 
“Organizing, supervising, and servicing boards and committees.”” In 
that one place is all the money that the Commission asks to take care 
of the total board program. 

Mr. Tuomas. That is the statement we are looking for. Are you 
sure about that? 

Mr. Wiuurams. Yes, sir. Everything above that on the table, items 
No. 1 and No. 2, represents money that the Commission needs to 
conduct its own personal examining program. 

Mr. Tuomas. That is just exactly what we are looking for, because 
as the matter now stands in your tables and justifications here it 
looks like the whole 70 percent of the 1,141,000 is being charged here 
by the Commission. 

You are positive then, as to this figure here for subhead 3, ‘“Organiz- 
ing, supervising, and servicing boards and committees.” You have, 
for 1951, 159 employees, and you want 307 for 1952 at a total per- 
sonnel cost for 1952 of $1,455,813. 

Mr. Witu1ams. That is correct. If we had no board program at 
all we would not need that amount of money. 
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Mr. Mircuetu. Mr. Chairman, I think there is one additional fact 
that should be brought in. I will let Mr. Moyer explain it. The 
inspection service is tied in with this. Down further on page 7 you 
will notice there are items of inspecting operations of boards and 
committees and inspecting post-office boards. That is related to 
this problem. 

Mr. Tuomas. That is an old-line agency and does not have too 

much to do with the defense effort. 
m@ Mr. Mircuetyi. Not only the post-office boards, Mr. Chairman, 
but also the operation of boards and committees. There is an in- 
spection service in addition to the organizing and servicing. I think 
that ought to be brought out in the discussion at, this time. Mr. 
Moyer can explain that. 

Mr. THomas. Go ahead. 

Mr. Moyer. To a certain extent there are 22 employees inspecting 
operations of boards and committees. That is work that follows up 
from time to time the organizational and training work, to see that it 
is being properly done. You might add those 22 to the 307. One 
group is for board operations work and the other is for board in- 
spections. 

Mr. Tuomas. In other words, if you were actually examining and 
placing this 1,141,000, instead of this appropriation for this item of 
$6,600,000 it would be in the neighborhood of $27 million or $28 
million, because actually you are only handling less than one-fourth 
of the placements. 

Mr. Moyer. That is correct, Mr. Chairman. It would be an 
enormous additional expense. 


TURN-OVER IN GOVERNMENT SERVICE 


Mr. Tuomas. Please insert in the record at this point a copy of this 
statement you have prepared (1) showing turn-over data for the fiscal 
years 1941 through the first 6 months of 1951, giving the average 
monthly turn-over rate; and (2) the monthly average for the first 6 
months of the current fiscal year. 

(The statement referred to is as follows:) 


Turn-over data 
1, TREND IN TURN-OVER RATES SINCE 1941 
Average Average 
monthly monthly 
Fiscal year— rate Fiscal year—Continued 
11.5 1947 
4 , 
. 0 
. 6 1951 (6 months, July—De- 
1946___ .4 cember 1950) 





2. MONTHLY AVERAGE SINCE JULY 1950 


1951 1951 
July 1950 1. 9] December 1950_-._-..-..---_- 1.9 
August 1950 4 
September 1950 9 Average 6 months, July— 
October 1950 7 December 1950 
November 1950 ] 


1 Estimated. 
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WORK OF OTHER AGENCIES IN PLACEMENT 


Mr. Tuomas. The other agencies of Government, then, are paying 
out in the neighborhood of some $20 million for doing this placement 
work. 

Miss Perkins. Yes, it being distributed through the agencies. 

Mr. Tuomas. How does that cost compare with the cost of the 
Commission? Do you have a rough idea? 

Miss Perkins. Do you mean the cost per placement? 

Mr. Tuoomas. Yes, ma’am. 

Mr. Moyer. We do not have any accurate figures on the boards’ 
cost to the agencies. 

Miss Perkins. It varies between agencies. 

Mr. Moyer. I imagine that the cost of it would be a little less per 
placement than the Commission’s cost because of the types of posi- 
tions. They are largely blue-collar and wage-board positions. Here 
we have streamlined the operations as these jobs are in a shortage 
area. I do not think the cost per placement ought to be quite as 
much as the Commission’s. 


INVESTIGATIONS 


Mr. Tuomas. The big increase for 1952 comes under “Investiga- 
tions,” and that is tied directly to the loyalty program for 1952. 

For salaries you want $8,906,549, which is an increase of $4,378,552 
over 1951. 

At this point we shall insert in the record page 25 of the justifica- 
tions, and the tables on pages 26, 27, and 28. 


(The documents are as follows: ) 
Activity 2—INVESTIGATIONS 
GENERAL STATEMENT 


Included in this activity are the regular investigative activities of the Civil 
Service Commission (excluding investigation of violations of the Hatch Act, 
which are now provided for in activity 7); loyalty program activicies, as set forth 
in Executive Order 9835, of March 21, 1947, including the adjudicative work 
required by the Executive order; and the operational services incidental to the 
loyalty program. 

The central office is responsible for the planning, coordination, and control of 
the total investigative program as well as for conducting and reporting searches 
at major record sources in the Washington area and the maintenance and opera- 
tion of the master index file. The regional offices have the responsibility for the 
investigative Operating activities throughout the United States. 

For several of the loyalty items listed on table 2, we anticipate amounts of 
work-in-process at the end of fiscal year 1951 which are considered larger than 
normal. For this reason we expect to request of the Congress a supplemental 
amount of $500,000 for these activities for 1951. This, together with funds 
presently authorized for fiscal year 1951 and requested for fiscal year 1952, will 
permit us to end fiscal year 1952 with all loyalty activities on a substantially 
current basis. 

PERSONNEL REQUIREMENTS 
The following table shows the distribution of positions and total salary costs 


of this activity between central office and regional offices for fiscal years 1950, 
1951, and 1952. 
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Distribution of positions and salary cost between central office and regional offices 





1950 actual 1951 estimate 1952 estimate 





Number Cost Number Cost Number Cost 





311 | $1, 338, 714 400 | $1, 626, 336 779 | $2,916,078 
741 | 3,677, 640 1,003 | 4, 526, 018 1, 956 7, 676, 788 


Total obligations 1,052 | 5,016, 354 1,403 | 6,152, 354 2,735 | 10, 592, 866 
Less lapses. 170 | 1, 649, 892 178.9 | 1,624, 357 209. 5 1, 686, 317 


Net, activity 2 882 | 3,366,462 | 1,224.1 | 4,527,997 | 2,525.5 8, 906, 549 





























JUSTIFICATION 


RETREAT PIO 


st 


The following pages contain table 1 showing positions and cost by function; 
table 2 showing work items and net unit costs; and narrative justification of the 
estimated needs for carrying out the responsibilities assigned to this activity. 


Ree a 


TABLE 1.—Summary statement 





1950 actual 1951 estimate 1952 estimate 





Functions 


Number cae Number i. Number sae 





Loyalty program functions: 
Record check and inquiry cases. $1, 372, 855 $2, 257, 056 $5, 796, 036 
Files activities 126 405, 801 : 419, 301 
Sensitive positions. ._........._- 5 23,515 41, 132 
Incumbent employee program__- 1 Ss Ee 
Regional loyelty boards 172 | 1,512,002 1, 567, 742 
Loyalty Review Board 60 461, 610 472, 147 
Operational services. _- sine 28 117, 438 Q 133, 610 





Subtotal, loyalty program 
functions. 3, 897, 845 | 4, 890, 988 7 9, 359, 717 


Other than loyalty functions: 
Veterans’ Preference Act cases_- 123, 345 122, 597 102, 771 
Suitability conversions from 

recora cheek and inquiry cases 314, 416 357, 488 470, 348 
Other administration of merit 
System cases _ | 206, 919 | 219, 846 183, 816 
Postmaster candidates 138, 880 1 170, 432 138, 880 
Other competitive qualifying 














238, 681 | 973, 974 238, 681 


cases 

Special suitability determina- 
Ck. Re SR CGS ee 90, 408 

Oral examinations 








Subtotal, other than loyalty | 
functions 1,118,509} 274 | 1,261, 366 | | 1,233, 149 











Total opligations_.....___..._. 5, 016, 354 | 1, 403 6, 152,354 | 2,735 | 10,592, 866 
Less lapses 170 | 1,649,892 | 178.9 | 1,624, 357 209. 5 | 1, 686, 317 


Net, activity 2 3, 366, 462 1, 224.1 4, 527, 997 | 2, 525. 5 | 8, 906, 549 
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4 
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TABLE 2.—Work items and net wnit cost 























1950 actual | 1951 estimate 1952 estimate 
Work items | 
rnd Net cost To be Net cos? Tobe | Net cost 
| Processed | per unit | processed | per unit | p per unit 
| | 
— — and inquiry cases____- 291,593 | $4. 5204 483,388 | $4.5204 | 1, 250,198 $4. 5009 
ee 804, 801 . 0536 330, 826 . 0536 571, 132 . 0535 
Searching records. _- larch 5% 1, 341, 771 - 1188 | 2, 230, 942 -1188 | 5, 095, 143 . 1088 
Releasing files information._________ 154, 788 . 4243 176, 000 . 3664 76, 000 . 3664 
Sensitive positions. _._.........___- 181 | 111.6077 359 | 111. 590 | 111.6077 
Regional loyalty boards: 
Examining and adjudicating | 
regional loyalty cases____ 1,931 | 130.0104 2,417 | 130.0104 6, 181 128. 0542 
Processing nonadjudicate ad | 
loyalty cases_- ‘ 1,614 4. 2782 | 1, 607 4, 2782 4,214 4. 2245 
Loyalty Review Board: a 
Adjudicating loyalty cases___... | 135 | 783. 6296 158 | 783. 6296 212 | 779.9340 
Processing nonad judicated | 
loyalty cases __- : 2, 366 1, 5292 1, 652 1, 5292 2, 058 1, 5292 
Veterans’ Preference Act cases. | 1,350 | 90.1393 F 90. 1393 1,110 90. 1393 
Suitability conversions from record j 
check and inquiry cases 5,810 | 51.8112 6,688 | 51.8112 8, 836 51, 8112 
Other administration of merit ‘| 
icin, cicsderculbitapirdcinnn | 2, 287 84. 0763 2, 525 84. 0763 2, 126 84. 0763 
Postmaster candids ate S } 1,817 75, 8256 | 2,204 | 75,8256 | 1,817 75. 8256 
Other competitive qualifying cases_| 1,585 | 145. 3606 1, 842 | 145. 3606 | 1, 585 145. 3606 
Special suitability determination | | 
| ed SA FES 13, 230 6.6117 18, 074 6. 3545 14, 726 6. 3545 











REGIONAL OFFICES 


It should be noted at this point that the Commission has 14 regional 


offices. 


What is the main purpose of this? 


these investigations. 


Give us a quick statement for 


I noticed even under your travel item that there is an increase, a 
sizable increase, for 1952 over 1951, which came about by reason of 


the fact that you had 48 new investigators. 


Instead of them traveling 


at 60 days a year, like they did in 1951, they would be traveling 70 


days. 
that in a minute. 

Miss PERKINS. 
the increase in travel. 


Therefore, that increases your travel item. We will get to 


That is partly the pressure for speed that makes for 


Mr. Tuomas. It might be well to read into the record at this point 
your general statement here on investigations: 
Included in this activity are the regular investigative activities of the Civil 
Service Commission (excluding investigation of violations of the Hatch Act, which 
lovalty-program activities, as set forth in 


are now provided for in activity 7); 
of March 21, 


Executive Order 9835, 


1947, 


including the adjudicative work re- 


quired by the Executive order; and the operational services incident to the loyalty 


program. 


y The central office is responsible for the planning, coordination, and control of 
the total investigative program— 


This is primarily a loyalty 


activity. 


program. “That is the big part of this 


Miss Perkins. We will carry on the other activities without addi- 


tional cost. 


PROPOSED 


SUPPLEMENTAL APPROPRIATION 


Mr. THomas (reading). 


For several of the loyalty items listed on table 2, we anticipate amounts of 
work-in-process at the end of fiscal year 1951 which are considered larger than 
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normal. For this reason, we expect to request of the Congress a supplemental 
amount of $500,000 for these activities for 1951. 

Has that $500,000 cleared the budget yet? 

Miss Perkins. Practically, I believe. Has it not, Mr. Williams? 

Mr. Wixuiams. It has been approved in the President’s budget, 
but there is some question now, Mr. Chairman, as to whether we will 
actually request the money. 

Mr. Tuomas. There is some doubt? 

Mr. Wixuiams. Yes. That is not because of lack of work to do, 
but because we would get the money so late in the fiscal year we could 
not use it effectively. 


INVESTIGATIONS EMPLOYEES IN CIVIL SERVICE 


Mr. Tuomas. It is shown here that for this one activity you will 
have in the central office, for 1952, 779 employees; and in the regional 
offices, 1,956 employees. Is that correct? 

Miss Perkins. Yes, sir. 

Mr. Tuomas. That is a total of 2,735 employees for this one activ- 
ity, against a figure of 2,232 in 1950. 

Mr. Witurams. I do not follow that last number, Mr. Chairman. 
In 1950 we had a net total of 882. 

Mr. Tuomas. You are right. I was doing a little adding there. 
The total should be 1,052. 1 added your lapses of 170. 

Mr. WiuuiaMs. For 1951 the total is 1,403. 


REGIONAL LOYALTY BOARDS 


Mr. Tuomas. You have regional loyalty boards shown here, in the 
number of 14. You have set up one in each of your regional offices? 

Miss Perkins. Yes. 

Mr. Tuomas, You want 278 employees for 1952 at a total cost of 
$2,011,083. 

Off the record. 

(Discussion off the record.) 

Mr. THomas. This cost must be for the employees of the board, and 
not for the board members themselves. 

Mr. WiiurAMs. Both expenses are in here, Mr. Chairman. 

Mr. Tuomas. Break down that figure of $2,011,083 for me, please. 

Miss Perkins. The size of the boards varies according to the work- 
load. 

Mr. Tuomas. They do not receive compensation. They only get a 
per diem when they are serving, or in travel status. 

Miss Perkins. Yes. 

Mr. Tuomas. This figure of $2,011,083 reflects a larger cost—does 
it not?—than the per diem of the Loyalty Review Board members? 
Does it not reflect some personnel cost in the way of the office em- 
ployees? 

Miss Perkins. Yes. 

Mr. WiuuiaMs. I think I can clear that up. 

Mr. Tuomas. Break that down, please, sir. 

Mr. WixuraMs. In this figure of 237 there are approximately 130 
loyalty-board members. 

“Mr. Puituies. Where is your figure of 237? 

Mr. Tuomas. You mean 278. 
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Mr. Wituiams. Yes, 278. There are approximately 130 loyalty- 
board members who do occupy regular positions but who are paid 
only when they serve. Now, the total cost of their annual salaries 

Mr. Tromas. What about the remainder, or 148? 

Mr. WiuuraMs. The remainder are the people who review the cases 
for the board members. 

Mr. Tuomas. They are regular employees? 

Mr. Witiams. Yes; regular salaried employees working full time. 

Mr. Tuomas. Yes. 

Mr. Wiutams. In this item of $2,011,083, the full salaries of all 
those board members are shown, because they do occupy regular posi- 
tions. You will notice the large lapse figure down at the very bottom 
of the table. 

Mr. THomas. What do you mean by “salaries”? I thought you 
told us awhile ago they did not draw salaries, but rather a per diem. 

Mr. Wiuuiams. No; they draw a salary. They get a regular daily 
pay for the days they work. They do occupy regular classified jobs. 
They are not hired as experts or consultants. 

Mr. Tuomas. What is the pay per day? 

Mr. Wivuias. It is a grade 15 position paying $38.48 per day plus 
travel expenses. 

Mr. Tuomas. Per diem? 

Mr. WIi.tiams. Yes, sir. 

Mr. Tuomas. They are salaried employees in a technical sense? 

Mr. Wi.uraMs. Yes, sir. 

Mr. Tuomas. And your justification says they are nonsalaried 
employees. ‘ 

Miss Perkins. They are not put in the regular classified service and 
paid according to a certain grade. 

Mr. WituiaMs. As a matter of fact, they are, Miss Perkins. They 
are in classified jobs. 

Miss Perxins. Actually, in practice, they are paid when actually 
employed. 

Mr. Puitures. Mr. Chairman, I think the important question 
would be: How many days do they average in service? 

Miss Perkins. It varies very much between regions, depending 
somewhat upon the workload. Some regions have a very light 
workload and others have a heavy one. They do not have a regular 
number of days. 

Mr. Puiuures. That is not clear tome. What do these professional 
members of the board do when they are not working for you? 

Miss Perkins. They do their own business. 

Mr. Wiuuiams. They are private businessmen. 

Mr. Puiiuips. Wherever they are, they are not federal employees 
when they are not working for the subversive board? 

Miss Perkins. No. They are lawyers and professors and business- 
men. 

Mr. Tuomas. Do you not have some general language in your bill 
where you pay these consultants? 

Mr. WiuuiaMs. No, sir; there is none. 

Mr. THomas. You do not classify them as consultants? 

Mr. WituraMs. No, sir; we do not. 

Mr. Tuomas. You do not pay them out of section 15 of the act of 
August 2, 1946? 
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Mr. WituraMs. No, sir. 

Mr. Tuomas. You pay them out of the regular salaries and expenses? 

Mr. WituraMs. That is correct. You will notice this very large 
lapse figure at the bottom of this same table. It is unusually large, 
$1,686,000. That amount is the difference between the salaries those 
people would get if they worked full time and the amount of money 
we actually pay them. 

Mr. Tuomas. Yes. 

Mr. Puruuips. Why do you go through that complicated method of 
recording it? 

Mr. Wiuuiams. We are required to, sir, under the current instruc- 
tions for the preparation of the congressional budget. We have to 
show positions. Therefore, we show at an annual rate-what it would 
cost if the employee occupied the job for the full year, and then show 
a lapsed figure of the saving that will occur by reason of the fact that 
the job is not filled for the full year. 


RECORD CHECK AND INQUIRY CASES 


Mr. Tuomas. Your big item of cost under the loyalty program is 
for the record check and inquiry cases program. You want 1,805 
employees at a cost of $5,796,036 for 1952, against a figure of 704 
employees at a cost of $2,257,056 for 1951. 

What are going to be the duties here? Explain that briefly and 
save the time of having me read this 35 page statement into the 
record. 

Mr. WriutaMs. Generally speaking for each new employee entering 
the service the President’s loyalty order requires that a check be made 
at certain points, such as the FBI files, Civil Service Commission 
investigative files, House un-American Committee files. There are a 
total of about 10 such points, not all of which are checked for each 
employee. 

If the employee has never been in the military service, for instance, 
you would not check the Navy and the Army military files. Those 
are checked, however, when an employee with previous military service 
is hired. 

The agency who hires this man sends to the Commission appropriate 
forms which contain information supplied by the employee and the 
agency. This information forms the basis of a check with these eight 
or ten points. 

Mr. Tuomas. Suppose that there is nothing derogatory on it. 

Mr. Wituiams. That ends the case. We give the form back to the 
agency marked “‘cleared’’. 

Mr. Tuomas. You do not even open a file, then? 

Mr. Wituiams. We have to check these points I mentioned. We 
must check those points. 

Mr. Tuomas. What points? 

Mr. Wituiams. These 8 or 10 file points, the FBI files, our own files, 
the House un-American Committee files and so forth. Every name 
of an employee entering the service must be checked against those 
sources. 

Mr. Tuomas. How many of those files on the average do you use? 


Do you always check the House un-American Activities Committee 
files? 








Mr. WituraMs. Yes. 

Mr. Tuomas. The FBI? 

Mr. Wiuiams. Yes, sir. 

Mr. Tuomas. If he has worked for the Government before, you 
check your own files? 

Mr. Wiuurams. We would check ours anyhow. 

Mr. Tuomas. There is nothing derogatory, and then it is all closed? 

Mr. WituraMs. Yes. 

Mr. Tuomas. What is the average cost per case for doing that 
and how many cases do you anticipate having in 1951? 

Mr. WiiuiaMs. Our experience last year indicated the cost to be 
$4.50 to process each case. 

Mr. Tuomas. You plan to have 1,250,198 for 1952? 

Mr. WiuiaMs. Yes, sir. 

Mr. Tuomas. Is that figure not high? 

Miss Perkins. Not in proportion to the number of new placements. 

Mr. Witurams. In 1952 much of that is a carry-over from the 
present fiscal year. 

Mr. THomas. The reason I am saying that is because you are not 
going to have that many replacements. 

Mr. WiuutaMs. We will have a carry-over of almost 600,000 cases 
from this fiscal year into the next fiscal year. 

Miss Perxtns. Incomplete cases, that is. 

Mr. Wiiuiams. The funds we have this year will not be adequate 
to make the checks on all placements occurring during the year. 
That is why there was an additional amount of a half million dollars 
we were authorized to request of Congress. 

Mr. THomas. Where do you get the 600,000 figure? We figured 
awhile ago that in the beginning of the calendar year 1950, to June 30 
of the calendar year 1952 you are only going to have an increase of 
400,000 people. 

Mr. Wixurams. That figure is the increase, but it does not consider 
the turn-over. 

Mr. Tuomas. Add 36 percent to that. 

Mr. Wiuuiams. Yes, sir. 

Mr. Tuomas. That would be 550,000. Where do you get the 
600,000 figure? 

Mr. Wixuiams. This is where you get the two figures, 1,135,000 
placements in 1951 and 1,141,000 in 1952. 

Mr. THomas. But you are still short 50,000. 

Miss Perkins. There is a carry-over from each year. There is a 
carry-over from 1950 into 1951. . 

Mr. Wiuutams. Yes; there is always some carry-over from one year 
to the next. 

Mr. Tuomas. How far are you behind on this check work? I 
covered a period of about 18 months in my calculations. 

Mr. WiuiaMms. Yes, sir. 

Mr. Tuomas. Are you further behind than 18 months? 

Mr. Wituiams. No. There is usually a lapsed time, normally, of 
55 days in the processing of one of these cases. 

Mr. Tuomas. That is one-sixth of a fiscal year. That is less than 
200,000. 
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Mr. Wiis. It is not working out this year for the reason that 
the checks we make—— 

Mr. Tuomas. What I am arriving at is this: Have you not made 
an error of calculation here of about 25 to 33 percent in your figures? 
We often do. If a man would handle all these figures he would have 
to be perfect not to make some errors. 

Mr. Wituiams. We think not, sir. 

Mr. Tuomas. The way I have it figured out, and the way I have 
detailed it to you, you have made an error in calculation of about 25 
percent. 

Miss Perkins. Calculation of the work load, you mean? 

Mr. THomas. Yes. Your own figures prove that. 

Mr. WituiaMs. I think I could give it to you step-by-step, Mr. 
Chairman, and make it come out. 

Mr. Tuomas. Take your own figures, which we have been working 
on, namely a 400,000 increase from the first of this year until June 30 
of 1952. Then you add a 36 percent turn-over. You still only have 
550,000. 

Mr. Wiuuiams. Are you taking the turn-over on the increase or the 
total Federal service? 

Mr. Tuomas. On the increase. 

Mr. WruxiaMs. You see, turn-over must be figured on the total 
Federal service. 

Mr. Tuomas. What would that add to? 

Mr. WituraMs. That would give us 1,141,000 placements in 1952. 
Those are all new people entering the service. In 1952, by virtue of 
(1) the increase in the size of the Government, plus (2) restoring to the 
service people to fill jobs vacated by turn-over, you get a figure of 
1,141,000 placements. 

Mr. Tuomas. That is true. 

Mr. Wixturams. The same principle is true for 1951, which is how 
we arrive at the 1,135,000 placements. It is the expansion that will 
occur this year plus the turn-over, which applies to the total Federal 
service. 

Mr. Toomas. You will have one-third of a figure of 1,200,000, which 
is about 400,000. That is your figure, though, for your entire turn- 
over for the fiscal year 1952; is it not? 

Mr. WiuuiraMs. Thirty-six percent for the year. 

Mr. Tuomas. I am not being critical. I am just trying to take you 
over the figure to see what it is. 

Mr. WritiaMs. Yes. 

Mr. Tuomas. Take your own figures, on page 3: 

It is estimated 1,136,000 placements will be required during fiscal year 1951 
to keep the Executive Departments adequately staffed. 

Mr. WitutaMs. Yes, sir. , 

Mr. Tuomas (reading): 

This number will increase to 1,141,000 in 1952. 


Mr. WiuurAms. Yes, sir. 

Mr. Tuomas. Of course, that 1,141,000 in 1952 includes that 
stepped-up figure of employment from 2,350,000 to 2,600,000. 

Mr. WituiaMs. It anticipates a 250,000 increase in the total size of 
the service, from 2,350,000 to 2,600,000, but the balance of some 
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850,000 will be by virtue of the turn-over which will apply to the total 
service. 

Mr. Tuomas. All right, taking your figures, you set out here the 
number of 1,805. Y9ur increase during that period is going to be 
250,000. The total number will be 2 ,600,000. <A one-third turnover 
of 2,600,000 is 850,000. 

Mr. WiuiaMs. Yes, sir. 

Mr. Tuomas. You are going to have new ones. 

Mr. WittiaMs. Yes, sir. 

Mr. Tuomas. Of 400,000. So your outside figure is 1,200,000, and 
you have 1,800,000 here. There is a discrepancy, as I see it. 

Mr. WituraMs. That 400,000 does not occur in one fiscal year, sir. 
So far as the total increase is concerned, let us take the size of the 
Government as of the Ist of July of the current fiscal year. There 
were then 1,819,000 employees. During this current fiscal year that 
will increase to 2,350,000. 

Mr. Puruurps. To the end of this year? 

Mr. WituiaMs. To the end of this year; yes, sir. There is an 
increase of approximately 530,000 employees. There will be that 
many people added to the total size of the Federal Government. 

Mr. Tuomas. Let us skip that just a minute. 


LOYALTY REVIEW BOARDS 


You have loyalty review boards here, 62 in 1951, and you increase 
that up to 76 in 1952. This board sits in Washington. It is broken 
down, I know. How many people sit on a case? Is it usually three? 

Miss Perkins. Three on most of them. 

Mr. Tuomas. These 76 are broken down into panels, composed of 
three people each, and they sit here in the District of Columbia? 

Mr. Witu1aMs. Almost entirely. 

Mr. Tuomas. They are not per diem employees? 

Mr. Wiiuiams. They are paid the same as the regional loyalty 
boards in the field. 

Mr. Tuomas. They are paid only when they work at a salary of 
about $40 or $50 a day per diem and cost; is that correct? 

Mr. Wiuuiams. That is correct. 


FEDERAL, PERSONNEL CoUNCIL 


Mr. Tuomas. I could not quite get this straight in my own mind. 
If you do not mind jumping over to another part of the budget, while 
I have it in mind, the total cost of the Federal Personnel Council for 
the fiscal year 1952 is $67,675, with 11 employees. I thought this 
Federal Personnel Council was made up of the regular salaried per- 
sonnel experts of the various governmental agencies. Is that correct? 

Miss Perkins. It is, but the persons mentioned here are the operat- 
ing people who keep it going. 

Mr. Tuomas. In other words, those are employees who work for 
the Board. That is an ambiguous statement. That is what I thought 
it Was. 

How often does the Board meet? Is that once or twice a week? 

Miss Perkins. It meets once a week as a full council and it meets 
also in special committees assigned to special duties and inquiries. 
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MEMBERSHIP OF THE COUNCIL 


Mr. THomas. How many members are on the Federal Personnel 
Council? The Council has 11 employees, and how many members? 

Miss Perkins. Every major agency is ‘represented on it. 

Mr. Moyer. Each agency has a member, and there are about three 
or four officials of the Commission on it. ‘Those agency members, of 
course, are paid by the agencies. 

Mr. THomas. What is the total number? 

Mr. Moyer. I would say about 40. 

Mr. THomas. And they make suggestions and study the problems 
generally, and so forth. It isa pretty effective working organization. 
They come up with some pretty good suggestions, do they not, which 
are very helpful? 

Mr. Moyer. That is correct; they are very helpful. 

Mr. THomas. Do you need these 11 employees to do that work? 

Mr. Wituiams. Actually, Mr. Chairman, there are only nine. 


COUNCIL EMPLOYEES 


Mr. THomas. You have one GS-15, another GS-15, two GS-14’s, 
two GS-7’s, four GS—5’s, and one GS-4. 

Mr. Wiuttams. I might say that since the budget was prepared, 
Mr. Chairman, one grade 14 and one stenographic employee lace left, 
and they will not be replaced. 

Mr. TxHomas. In other words, you have three very high-powered 
employees here drawing more compensation than the various person- 
nel people who head the personnel set-ups of the various agencies? 

Miss Perkins. Certainly as much. 

Mr. Mircuetu. Mr. Chairman, most of the directors of personnel 
in the larger agencies are in grade 15. The Council works largely 
through committees. The council’s employees work with those 
committees. The Council meets only once a week, but the committees 
meet more frequently on particular aspects of the many personnel 
problems in the Government. 

Miss Perkins. There are particular problems that are posed. 


OTHER OBLIGATIONS 


Mr. Tuomas. Let us turn to your other obligations, on page 99. 
That has already been put into the record. 

The committee has been doing its very best to reduce, without 
hurting any of the agencies, the items of travel, communications 
service, and printing and binding. 

I notice that for travel for 1951 the Commission had $466,000. 
This year you are requesting $623,242. 

For communication services for 1951 you had $146,505, and you 
have stepped that up in 1952 to $185,049. 

For printing and reproduction you ‘had $391,547 in 1951 and for 
1952 you want to increase it to $558,162. 

Could those items be reduced substantially without hurting the 
activities of the Commission? 
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TRAVEL 


With regard to travel, for instance, I noticed your justification. 
That is where I see my friend is sort of like myself. I guess he got 
a little bit weary when he got down to page 100 of the justification. 
Here is what you say: 


Includes transportation of persons, their per diem in lieu of subsistence while in 
an authorized travel status, and other expenses incident to travel which are to be 
paid by the Government either directly or by reimbursing the traveler. 


JUSTIFICATION 


A total of $623,242 is requested for travel expenses during the fiscal year 1952. 
This amount represents an increase of $157,242 over the amount authorized for 
1951 and an increase of $342,758 over the actual expenditures for the fiscal year 
1950. During the fiscal year 1950 there were approximately 282 travelers with 
an average of 60 days each in travel status. The increased amount authorized 
for fiscal year 1951 over 1950 is based on an estimated 402 travelers with an 
average of 70 days each in travel status. The increase in the number of travelers 
in fiscal year 1951 is the result of (1) the increased post-audit program in the 
regional offices under the Classification Act of 1949 and (2) an additional 48 
investigators in activity 2, “Investigations.” 

The increase of $157,242 in fiscal vear 1952 over the amount authorized for 
1951 is due to (1) the greatly increased volume of loyalty work which will require 
30 additional travelers. 


BREAKDOWN OF TRAVELERS BY ACTIVITIES 


How many travelers do you have now in that program for 1952? 
You increased it by 48 in 1951 and now you are going to increase it 
by 30 in 1952. What is the total travelers? 

Miss Perkins. In loyalty? 

Mr. THomas. Under loyalty. 

Mr. Wituiams. Mr. Chairman, I am afraid we do not have it 
broken down that way. 

Mr. Tuomas (reading): 

(2) the expansion in the Federal service which will require 21 additional classifiers 
to maintain the post-audit program in the regional offices— 

In time of war can we not cut that down? Miss Perkins said awhile 
ago that that post-audit was important. I never did think a post- 
audit did anything. A post-audit really is checking the barn after 
the horse has been stolen anywhere from 30 days to 2 years later. 

Miss Perkins. But we tell them to put the man back to his grade. 

Mr. Tuomas. But probably it will be 2 years later, and the man 
will have quit the Federal Government. He is a temporary employee 
in wartime. [Reading:] 

(3) the estimated increases in activity 1, ‘‘Examining and placement,’ which 
will require 84 additional field representatives and Civil Service inspectors. 
How many do you have? You are going to require 84. How many 
do you have doing that work? 

Mr. WiuuraMs. Mr. Chairman, we will have to supply that to you. 

We can break down our present group of travelers by category, if 
you would like it. 

Mr. Tuomas. I believe it would be good to have. 

(The information is as follows:) 
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Breakdown of number of travelers by category 
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Mr. Tuomas. Can you reduce that travel, printing and binding, and 
communication services substantially without hurting the activities of 
the Commission? We would like to have your own views on it. 

Miss Perkins. We can study it. 

Mr. Tuomas. You have an increased workload. We know it. We 
do not want to hurt you too much. 

Miss Perkins. We have merely applied the usual proportion of the 
increase in employees to these other objects of expenditures. 


PRINTING AND REPRODUCTION 


Mr. TxHomas. Give us a quick run-down, Miss Perkins, on your 
printing and reproduction. What is the story on this $558,000? 

Miss Perkins. You want us to break that down? 

Mr. Tomas. I am getting a little tired, and so is my friend over 


here. On printing and reproduction he gives us a table for 1950, 1951, 
and 1952. The 1952 request includes: 


Federal personnel manual_-___- ~~ -__ ~~ ph ceeibge Aa 
Class specifications or allocations standards_____. 5 Sola kere 


I do not know what that means. 


Official Register meagre : iste sia SEO OOD 
Announcement of examinations ___- _.. 98, 000 
Examination questions and suppleme mtal forms_____- . 220, 000 


That is a big one. 


Application blanks and supplemental forms- - - pasuspen $20,000 
nee report, retirement report, report of Board of Actuaries : 3, 100 
Cards, letterheads, ae standard forms, and other miscellaneous 

items <page _ 166, 562 

That makes a total of $558,162. 

Mr. Wituiams. I might say, Mr. Chairman, all this increase is due 
to the fact that the examination program is expanding. This increase 
is to supply the application Form 57, to supply the examination 
questions and rating schedules, and things like that. 

Mr. Tuomas. This $220,000 is your big item here. 

Mr. WiuutraMs. Yes, sir. 

Mr. Tuomas. This is “Examination questions and supplemental 
forms.” Is that the Form 57 and so forth? 

Mr. Wriiurams. No, sir: Those are the actual examination papers 
you give to an employee to answer to determine his qualifications. 
It is the examination he takes. 
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Mr. THomas. Can you get the agencies to share some of that cost 
with you, or are you bearing their cost? 

Mr. Witurams. We must bear it, since these are our examinations. 

Mr. Tuomas. Are you talking about 30 percent of the placements, 
or the 70 percent? 

Mr. WiiuiaMs. The 70 percent. We will not bear any of the cost 
of the 30 percent. 

Mr. Tuomas. You supervise it and you set the standards, but the 
pay the salaries and expenses of their own board members. After all, 
in the final analysis you only do a spot-check job. You cannot do 
more. Why can they not pay this cost for you? Did the Budget 
put it on you? 

Mr. Witurams. The Bureau of the Budget insists that we ask for 
the money. 

Mr. Tuomas. Did you ask for it, or did the budget tell you to? 
Mr. WruuraMs. It has been the practice over a number of years. 
Khas iss PerKINS. They are our examinations. We are responsible for 

them. 

Mr. Txomas. I think we could very easily shift that cost, or at 
least 70 percent of it, over to the agencies, to let them bear it out of 
their own printing and reproduction and it certainly would not help 
you in the world. What about that? 

Miss Perkins. It would have to be paid for. 

Mr. Wiuu1aMs. So long as the printed applications and examination 
borat are ready for the people when they need them it would be 
all right. 

Mr. Tuomas. Do you think it can be done without upsetting the 
apple cart? 

Mr. Wiis. I think it would be more expensive to do it that 
way. The cost would not change, somebody would have to pay it. 

Mr. THomas. Are you accurate in your final analysis that it is 
your examination? Do you not give those boards in the agencies 
leeway to do anything? In the final analysis do you not just set the 
master plan for them and let them fill in the indexes, so to speak? 

Mr. Mrrcue.i. We actually supply examination material for 
them. 

Mr. Tuomas. They compile it from that material? 

Mr. Mircuety. They use the actual tests which we have printed. 

Mr. Txomas. I guess you are 100 percent correct. In the final 
analysis it is your examination. 

Mr. MircHe.u. Yes, sir. 

Mr. Tuomas. Even though you let them think they are killing the 
big hog, in the final analysis you are doing it. 

Miss Perkins. We are controlling the basic elements in the 
examination, yes. 

Mr. Tuomas. You do not think you could do much with that item? 

Miss Perkins. You see, we have to have all these things ready for 
them when the agency board is ready to operate. 


SUPPLIES AND MATERIALS AND EQUIPMENT 


Mr. Toomas. You have an item for supplies and material of 
$319,518 for 1952 as against $185,405 for 1951. 
Equipment is $274,693 for 1952 as against $162,974 for 1951. 
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For supplies and materials and equipment you do not give the same 
justification. You have an increase of $111,719 for equipment, for 


1952 over 1951, and for supplies and materials you have an increase 
of $134,113. 


You say here in your justifications: 

The increase in the estimated requirements for fiscal year 1952 is chiefly for 
the purpose of providing the supplies necessary to (1) conduct the increased 
number of record checks and inquiries, and (2) to maintain the files under, the 
expanded loyalty program. 

In other words, there will just be more people working, and they 
have to have more pencils, paper, rubber erasers, and so forth. 

Mr. WituiaMs. For those two items that is correct, sir. 


OBLIGATIONS FOR SUPPLIES, FEBRUARY 1951 


Mr. Tuomas. What is your unexpended balance as of February 1 
of this year for your roll -ea and materials? 

Mr. WiuuraMs. We have actually overspent the amount of money 
apportioned to this item to date, which means that we will have to 
reduce our rate of spending for the balance of the year. 

Mr. Tuomas. What are your expenditures as of the most recent 
date you have for the fiscal year 1951? 

Mr. WiuuraMs. For all other objects? 

Mr. Tuomas. No; just for supplies and materials. 

Mr. Wruuiams. Total obligations were $154,658. 

Mr. Tuomas. As of what date? Is that February 1? 

Mr. Wiuuias. That is as of January 31. 

Mr. Tuomas. $154,000. You are going to be in the hole a litle 
bit, are vou not? 

Mr. Wituiams. This overspending is directly related to the increase 
in volume of work in the loyalty program. The stencils and index 
cards needed for processing record check cases are expensive. For each 
case 10 index cards are prepared which go to 10 points. Also, voucher 
inquiries are sent out, and that adds considerably to the cost. 

Mr. Tuomas. Of course, you do not go to each of those 10 sources 
on every one. 

Mr. Wixurams. No; it will vary. 


REPLACEMENT OF EQUIPMENT 


Mr. Tuomas. Let me read what you say about your equipment item 
here: 


The estimate for fiscal year 1952 includes funds for the replacement of 250 
typewriters as well as additional requirements resulting from the expanded 


loyalty program. 
What do these typewriters cost you for each one? 

Mr. Wiuuiams. Approximately $100. 

Mr. Tuomas. That is $25,000? 

Mr. WiuuiaMs. Yes, sir. 

Mr. Tuomas. How old are these typewriters? 

Mr. Wiuuiams. Over 10 years, sir. 

Mr. Tuomas. What is the remainder of approximately $250,000 
to be used for? 

Mr. WrituraMs. Furniture mostly, and office equipment other than 
regular office supplies, or stationery. 





438 


UNEXPENDED BALANCE FOR EQUIPMENT, FEBRUARY 1951 


Mr. Tuomas. What is your unexpended balance as of February for 
your equipment item for 1951? 
Mr. Witurams. About $39,000. 
Mr. Tuomas. You have overspent that, also, then? 
Mr. Wriiuriams. At the present rate we will have by the end of the 
yerr. 
INVENTORY OF SUPPLIES AND EQUIPMENT 


Mr. Tuomas. What is your inventory on supplies and materials of 
some recent date? Do you have any inventory? 

Mr. Wiuuiams. I do not have it with me, sir. 

Mr. Tuomas. What is your inventory of equipment of some recent 
date? 

Mr. WiuuiaMs. I do not have that here, either. We have it and 
can supply it for the record. 

Mr. THomas. Will you supply that for the record at this point? 

Mr. Wixurams. That is, you want the value of the inventories 
for objects for 08 and 09? 

Mr. Tuomas. That is right. 

Mr. WituiaMs. Yes, sir; I can supply it. 

(The information is as follows:) 


Inventory value of supplies and equipment as of Dec. 31, 1950 


(1) Supplies and materials (expendable items in stock and not yet 

issued for use) $79, 734. 33 
(2) Equipment (typewriters and other office equipment carried as 

reserve or stand-by stock) 19, 282. 68 


Total, supplies and equipment 99, 017. O1 


PanaMA CANAL ConstrRucTION ANNUITY AND LIGHTHOUSE SERVICE 
Wipvow’s Benerir Funp 


Mr. Tuomas. Let us look at your trust accounts. 


NUMBER OF ANNUITANTS 


For the Panama Canal construction annuity and Lighthouse 
Service widow’s benefit fund for 1952 you are asking $2,955,900, which 
is an increase of $152,723 over 1951. What is the status of that? 
How many annuitants do you have under the Panama Canal con- 
struction annuity and Lighthouse Service widow’s benefit fund? 

Mr. WriuraMms. As of last July there were 3,041. 

Mr. Tuomas. The table on page 105 of the justifications will be 
inserted in the record at this point. 

(The document is as follows:) 


The following table shows the basis of the request for the fiscal year 1952: 
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Statement of estimated funds required to finance Panama Canal construction annuity 
and Lighthouse Service widow’s benefit fund for the fiscal year 1952 





7 
Number 








Panama Canal Construction Annuity Act: Annuity roll as of 
July 1, 1950. ._.___. Ral E ER sagen ati RS EGS 2 Sah Nae 3, 04 770 | $2, 341, 695 
Additions during fiscal year 1951: i 
Regular and Public Law 696 claims (now pending)... _- 2 | 93! 11, 256 
Citizenship claims (now pending) ) 203 | 12, 180 
Anticipated receipts : aes) ( 770 | 69, 300 


Less drops fiscal year 1951 for deaths.._....._._- Saag cas ce Re SO | 102, 600 
Annuity roll as of July 1, 1951 eae od tS 2, 331, 831 
Additions during fiscal year 1952 (60$760X8.08 years) _._.___- 1 fy | 368, 448 





2, 700, 279 


57, 279 


Less drops fiscal year 1952 for deaths_______. 


Funds required for fiseal year 1952__.._..._.-._- : 2, 978 7 2, 643, 000 


Lighthouse Service Widow’s Benefit Act: } 
mamauity: soll ab of July 1, 306%)... eee ck] 9 | 293, 400 
Additions during fiscal year 1952__.............-.-.---.-- ‘ 30, 000 


Total 
Less drops fiscal year 1952 for deaths 
Funds required for fiscal year 1952 


Total funds required : : | 3, 532 | fea | 2 955, 900 


“) 





Mr. Tuomas. The figure you gave was 3,041? 

Mr. Wiuuiams. As of July 1, 1950. That was the beginning of this 
fiscal year. That is the very first item on the table. 

Mr. Tuomas. Well, you have a total here of 3,068. 

Mr. Wixuiams. That is as of next July. 

Mr. Tuomas. How does that fund work? How much contribution 

made by the annuitants, if any? 

Mr. Wiuuiams. None at all, sir. 

Mr. Tuomas. How much is this costing the Government per year? 

Mr. Wixu1aMs. Approximately this amount of money. It does 
not vary a great deal. 

Mr. Tuomas. Are the other objects and your personnel included 
under activity 4? 

Mr. WituiaMs. Yes, sir. There are no administrative expenses in 
this item. 

Mr. Tuomas. How long is it estimated this fund will be in existence? 

Mr. WiitraMs. I could not tell you that, sir. 

Mr. Puiuures. Have you any idea of the age brackets of the annui- 
tants? 

Mr. Moyer. They are very old people, because they must have been 
employed on the construction of the Panama Canal, or be the widows 
who lived with their husbands on the Panama project. 


LIGHTHOUSE SERVICE 


Mr. THomas. You have a new act here, to cover the lighthouse 
people. 

Mr. Moyer. Yes, sir. 

Mr. Tuomas. How many people are under that? 
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Mr. Wiiu1aMs. We do not have any at the moment. The esti- 
mate is that we will have in the neigttbottioad of 490 to 500 by the 
end of the year. 

Mr. Toomas. They have survivor’s rights under that act, also? 
What will that cost? 

Mr. WituiaMs. These are only survivors. These are the widows. 

Mr. Tuomas. It is only the widows? 

Mr. Wiuutas. Yes, sir. There is a separate fund administered by 
the Treasury Department for lighthouse keepers. This is only to take 
care of the widows. It is not expected that it will get much larger 
than our estimate for this year and in time it will be a decreasing 
activity. 


Crvit Service RerirREMENT AND DisaBitity Funp 


Mr. Tuomas. You have an item of the civil service retirement and 
disability fund. At this point we shall insert page 107 of the justifi- 
cations in the record. 

(The document is as follows:) 


Civil-service retirement and disability fund estimated appropriation required for the 


fiscal year 1952 Fiscal year 1952 


1. Average number of covered employees.___.__..-.-------- 1, 520, 000 
2. Average annual basic salary $3, 350 
3. Estimated total salaries of covered employees_........._.. $5, 092, 000, 000 
4 
5 








. Government’s normal cost (2.6 percent of payroll) (total of 

item 3 multiplied by 0.026) 132, 392, 000 
. Government’s deficiency cost: 4 percent on accrued 

liability ! 180, 313, 228 





" er rn gg appropriation required (item 4 plus item 5) 312, 705, 228 
. Deduct: 
Recoveries of debts to the United States__._. $215, 253 
Due as reimbursement for contributions to 
the retirement fund: 
From Panama Railroad Company 
From Virgin Island Corporation 
454, 878 





. Net estimated appropriation required 312, 250, 350 
. Add: Additional Government contribution required, fiscal 

years 1951 and 1952 resulting from passage of Public Law 

310, 8ist Cong., approved Sept. 30, 1949 8, 200, 000 





10. Total appropriation required (item 8 plus item 9) 320, 450, 350 


1 The accrued liability for fiscal year 1952 amounts to $4,507,830,700. This represents an increase of 
$152,830,700 over fiscal year 1951. This increase consists of (1) $130,000,000 representing the additional cost 
as the result of Public Law 601, 8ist Cong., approved July 6, 1950, which provided certain benefits for 
annuitants who retired prior to Apr. 1, 1948; and (2) $22,830,700 representing the difference between the 
amount required for 1951 and the amount appropriated ($327,830,700 minus $305,000,000). 


Mr. Tuomas. This shows that the average number of employees 
covered in the retirement system for the fiscal year 1952 will be 
1,520,000, at an average annual basic salary of $3,350 per year. 

You have an estimated total salaries of covered employees of 
$5,092,000,000. That is on an annual basis, is it not? 

Mr. WiuuiAMs. Yes, sir. 

Mr. Tuomas. You want $320,450,350 for the Government’s annual 
contribution for the fiscal year 1952. 
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That sum, I note, is to bring the Government’s share to the fund 
up to the past due amounts and for the amounts due that year, a total 
of $320,000,000, while the past due amounts include $22,830,700 that 
the committee reduced last year; is that correct? 

Mr. WiuutaMs. We are requesting only the interest on it, sir. 

Mr. Tuomas. It is an amount of dollars and cents of $22,830,700. 

Mr. Wiiisams. No, sir; we are not asking for that much money. 
We are asking for the interest on it. 

Mr. Tomas (reading): 

This increase consists of (1) $130,000,000 representing the additional cost as 
the result of Public Law 601, Eighty-first Congress, approved July 6, 1950, which 
provided certain benefits for annuitants who retired prior to April 1, 1948; and 
(2) $22,830,700 representing the difference between the amount required for 1951 
and the amount appropriated ($327,830,700 minus $305,000,000). 

You asked for $327,000,000 last year and you were granted 
$305,000,000, which makes a difference of $22,000,000. That is 
correct, is it not? 

Mr. WiuuiaMs. Yes; that much is added to the accrued liability of 
the Government. 

Mr. THomas. How does the Government’s liability, to the tune of 
$320,450,350, arise or accrue for the fiscal year 1952? 

Mr. WituiAMs. $132,392,000 of that amount is the Government’s 
normal contribution of 2.6 percent of payroll. 

Mr. Tuomas. What does the employee pay? 

Mr. Witutiams. Six percent. The fund gets 6 percent of this $5 
billion figure up at the top of the table. 

Mr. Tuomas. The Government does not match that fund? 

Mr. Wiuuiams. No. It pays 2.6 percent. 

Mr. Tuomas. It pays the administrative costs and 2.6 percent? 

Mr. Wiu1ams. That is correct. 

Mr. Tuomas. Until some changes in the last 2 or 3 years in the law 
the Government really matched that fund of 6 perceat, did it not? 
It was at that time 4 percent, was it not? 

Mr. Wiiuiams. It started at 2% percent, then went to 3% and then 
5. It is now 6 percent. 

Mr. Tuomas. The Government’s contribution has decreased as the 
amount of the Federal employees’ contribution has increased. 

Mr. WiuuaMs. I do not know that that is correct or incorrect. 

Mr. Tuomas. At one time the Federal employees were making a 
contribution of 4 percent of their salaries and it was matched by the 
Government, was it not? 

Mr. WiuuiaMms. I do not know that. 

Mr. Moyer. I do not think it was ever matched. 

Mr. Tuomas. Was it not ever matched? 

Mr. Moyer. No. The Government’s contribution was formerly 
figured on an actuarial basis, as the difference between the employees’ 
contribution and what was necessary to keep the fund whole. 

Mr. Tuomas. Did it not figure out at about 4 percent? 

Mr. Moyer. It might have. I am not sure just what the figure 
was. 

Mr. Wii.iaMs. For the last 3 years the figure has been 2.6. 
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VALUE OF RETIREMENT FUND 


Mr. THomas. What is the value of the fund as of some recent date, 
and what is the Government’s total liability? 

Mr. Moyer. The balance in the fund for 1950 was $3,842,229,352.45. 
The estimated balance for 1952 is $4,870,474,352. 

Mr. Tuomas. That is the part that the Federal employees have 
put up since the beginning of the act. Is that an accurate statement? 

Mr. Moyer. Well, plus the Government’s contribution. That is 
the entire amount that is now in the fund. 


GOVERNMENT'S LIABILITY FOR RETIREMENT FUND 


Mr. Tuomas. What is the Government’s total liability? 

Mr. WiiuiaMs. $4,507,830,700. 

Miss Perkins. As of fiscal year 1952. 

Mr. Tuomas. It is about $250 million or $300 million less? 

Mr. Wixurams. Less than the amount of money actually in the 
fund; yes, sir. 

Mr. Tuomas. It is in pretty good shape? 

Miss Perkins. The actuaries, of course, always tell us that we 
must point out to you the fact that it is not actuarily sound. 

Mr. Tuomas. Even on their figures you have about $250 million or 
$300 million more than you need? 

How much will you pay out? What do you estimate you will pay 
out during fiscal year 1952? 

Mr. WituiaMs. $318,815,000. 

Mr. Tuomas. Of course, this is not the test by any means, and 
what you pay out in any fiscal year has little to do with what you 
put in. Even at that you are requesting about $2 million plus more 
than you are paying out. 

Mr. WixuiaMs. That is correct. 

Mr. THomas. Whereabouts are these $4,820,000,000 plus funds— 
in the Treasury and being used by the Treasury, I presume. 

Mr. WiuuiaMs. Yes, sir—out on loan by the Treasury Department, 
and drawing interest which goes back into the fund. 

Mr. Tuomas. The funds are not sitting there idle; they are draw- 
ing interest? 

Mr. Wiuuiams. Yes. 

Mr. Tuomas. The cost is being paid by the Treasury. The sol- 
vency of the Treasury Department is the solvency of the Government, 
and if one goes broke we all go broke. 


RECRUITMENT OF EMPLOYEES 


Mr. Anprews. Most of the increase for next year is due to the 
fact that you are recruiting workers for the Government agencies? 

Miss Perkins. Yes, sir. That is the total basis of it. 

Mr. Anprews. For what agencies do you recruit workers? 

Miss Perkins. For all agencies except those that are expressly ex- 
cepted by law. 

Mr. Anprews. All Government agencies except those expressly 
exempt, such as the Atomic Energy Commission and TVA? 
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Miss Perkins. Yes. The great bulk, of course, of the placements 
since June and estimated for the next year are in the defense estab- 
lishments. 

Mr. AnprEews. What agency determines the need of agency A for 
additional employees—agency A, or you? 

Miss Perkins. Agency A. 

Mr. Anprews. Does your agency ever make any investigation as 
to whether or not those needs are justified? 

Miss Perkins. We make an investigation only as we pick it up in 
in our inspection of the proper utilization of personnel. 

Mr. Anprews. Do you have a staff making that investigation of 
proper utilization? ' 

Miss Perkins. Yes; we do. Our inspection people and our exam- 
ining people generally are able to make some suggestions as to proper 
utilization. Also, the Bureau of the Budget, together with the Appro- 
priations Committees of Congress, really determines how many posi- 
tions the agencies can have. 

Mr. Anprews. But this committee, unfortunately, does not have 
any investigators who can check on the question of whether or not 
agencies are overstaffed. Does your agency have any sych investi- 
gators? 

Miss Perkins. Not exactly under that title. The Bureau of the 
Budget is, of course, the agency of the executive branch of the Gov- 
ernment that scrutinizes the organization and the requests for funds 
of the various agencies. We advise them with regard to the utiliza- 
tion of personnel. 

Mr. Anprews. What I am trying to get at is this: I see Federal 
employees from time to time—and I see many of them—who tell me 
they are in offices where a great deal of idleness exists, where they do 
not have much to do, and I am just wondering whether or not there 
is any real need for this tremendous increase of Government employees. 
Is there any way we can get at that and find out whether there is a 
need for additional employees? 

Miss Perkins. I think the only way you can get at it is by a 
scrutiny of the budgets of the agencies that ask for increases. 

Mr. Anprews. In the final analysis, it is left up to this committee 
here to give them money for additional employees, and we sit here 
and do not know whether there is any idleness in any of these offices, 
but we are told individually from time to time by people who work 
in these offices that there is not much work; that there is not any need 
for additional employees. I wish we had some way to get at the 
truth of the matter. 

Miss Perkins. The Bureau of the Budget has a division which 
works on management problems, and they very likely and often do 
pick up what they regard as the misuse or underuse of employees. 
Their attitude toward requests in the next fiscal year reflects what 
they know about the way the agency operates. 

Mr. Anprews. But if agency A comes to the Civil Service Com- 
mission and says “We need 100 additional employees,” your agency 
approves that request for 100 additional employees without making 
any investigation as to the need for those employees? 

_ Miss Perkins. We are not a superagency, you know; we are a 
service agency. 

Mr. Anprews. I wish you were. 
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Mr. Moyer. May I add at that point: While we have no authority 
to restrict or limit the number of employees an agency has, we are 
asking for some of this money in activity No. 1 for improvement of 
personnel management; to visit the installations throughout the coun- 
try as well as in Washington. We will try to get information as to 
whether or not the personnel they have is being properly utilized, and 
we will call it to the attention of the agency heads in Washington if 
we feel they are not making a proper utilization of the personnel that 
na on the rolls. We hope to be able to accomplish something by 
that. 

Mr. Mircue uy. I think I might make one other statement. Just 
within the last year we have worked out an arrangement with the 
Bureau of the Budget whereby the material we develop in our inspec- 
tion activities will be made available to the Budget Bureau so that 
when they are considering the budget estimates they will have the 
information which we are able to give them. 

We have a very small staff to do that particular thing. It is essen- 
tially the Budget Bureau’s responsibility rather than ours, but we felt 
we had certain information that should be made more readily avail- 
able to them, and just last year we worked out a pattern under which 
we will supply that type of information. 


UTILIzATION OF EMPLOYEES 


Mr. Yares. In connection with the utilization of employees, do 
you have any standards to govern the number of ‘employees that 
should be made available for particular services? 

Mr. Moyer. We have no standards as to that. We do have work 
standards, standards of performance, in our own agency. We hop 
we can employ personnel in connection with this decentralized pro- 
gram who will be able to develop standards and advise agencies as (o 
standards and methods that they themselves might use in making 
surveys to determine whether or not their own personnel is boing 
properly utilized. We did some of that during World War I) in 
conjunction with some agencies, especially the Navy Department, nd 
we do have some material on hand that we could use. 

Mr. Yates. Does your agency seek to establish bases for the <le- 
termination of the proper use of clerical and stenographic help in 
determining the number of help in relation to the over-all job that las 
to be done by a particular agency? 

Mr. Moyer. No; we are not doing that now. 

Mr. Yarres. Is there any agency of the Government that attempts 
to do that? 

Miss Perkins. Yes; certain agencies do it for their own prog:ams. 

Mr. Wiuuiams. The agencies do it themselves. 

Mr. Yates. The agencies set their own standards? 

Mr. WiuuiaMs. That is correct; they set their workload a1«' per- 
formance standards. It is practically impossible, I believe, for any 
agency to tell another agency how much work a given employee should 
do. You have to know quite a bit about the job being done. You 
have typists, let us say, in all of the agencies, but they are typing 
different things. It would be an impossible task, I think, to set a 
standard across agency lines that would apply to typists or stenog- 
raphers. You can do it in broad terms; but, from the standpoint of 
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efficiency, I think you still have to look to see how well it is being 
applied. 

Mr. Moyer. I think mainly it is up to the agency itself to set 
standards and the method of evaluating the effectiveness with which 
their personnel is being utilized. 

Miss Perkins. And when they have people in high grades to do 
low-grade work. 

Mr. Yates. How far does your survey of the proper utilization of 
employees go? 

Mr. Moyer. In the program we have presented to you we expect 
to develop and present to the agencies methods whic h they can use 
to determine whether or not their personnel is being properly utilized. 
As I say, we had some experience during the last war. One of the 
greatest wastes we found was of stenographers and typists, who were 
sometimes used on clerical work when clerks could be procured more 
easily for that work. 

Mr. Yates. How long have you been engaged in a survey of this 
kind? 

Mr. Moyer. We are not engaged in surveys of this nature at the 
present time. We hope, by securing additional funds for the improve- 
ment of personnel management generally, to emphasize this work 
during the next fiscal year. 

Mr. Yates. And it is really the duty of the agencies themselves? 

Mr. Moyen. It is our duty to stimulate and educate them to do it. 

Mr. WixuiAMs. | can give you an example of the sort of thing we 
get into. We do not make formal utilization surveys; we do have 
inspectors who go about determining how well an agency is conducting 
its personnel work under authority delegated by the Commission. 
We also have classifiers who are out checking the allocations of jobs 
made by the agencies, to determine whether they are in appropriate 
grades—neither overgraded nor undergraded. The classifier’s work 
develops this sort of thing: Stenographers are in very short supply, 
and he looks at the organizational set-up to see how many such em- 
ployees there are. They have, let’s say, 15 stenographers and their 
job requires them to do some clerical work in connection with stenog- 
raphy and typing. The classifier will suggest that they break down 
those jobs by extracting the clerical part of it and giving it to clerks, 
thereby keeping the stenographers free to do stenographic work. 
There have been many instances where clerk-stenographer jobs have 
been separated, ending up with maybe two or three “stenographic jobs 
for which they need to hire stenographers and the rest of the work 
being done by clerical people. That sort of thing is just a normal part 
of our operations. 

Mr. Moyer. Here is another instance along the same line: There is 
a shortage of naval architects. When our people went in, they found 
that structural and civil engineers could do part of the job being 
done by naval architects. So, they encouraged the agencies to 
appoint civil engineers who are available to do the part of the work 
they could perform, thereby enabling the naval architects to do more 
of the job that only naval architects can do. 

Mr. Tuomas. If you will permit me to interrupt at that point, I 
forgot to ask about a matter. 

Did the Bureau of the Budget impound any of the Commission’s 
funds for fiscal 1951? If so, how much? 
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Mr. Moyer. It impounded half a million dollars, which was later 
released to be used specifically for loyalty work. 

Mr. Tuomas. Will that wipe out the deficiency of $500,000 you 
anticipated asking? 

Mr. Wiuurams. No. It has no particular connection with it. 

Mr. Tuomas. But they have released the $500,000; so the answer 
is ‘No; they have not impounded any of our funds.” 

Mr. WiuuiaMs. That is correct. 


COMPARISON OF EMPLOYEES, 1941-42 AND 1951-52 


Mr. Yarxs. With respect to your estimates of the growth of total 
Federal employment, upon what factors are those estimates based? 

Mr. WixuiaMs. The authorized requests for appropriations given 
by the President to the agencies as submitted to the Congress in his 
budget. Actually, we get those figures from the Bureau of the Budget. 

Mr. Yares. And it is the Bureau’s job to determine the number of 
employees that should be hired by the agencies, and all you do is to 
go out and help in the selection of those employees? 

Mr. Wituirams. What the Bureau does is to tell us what the prob- 
able growth of the Federal service will be during a given fiscal year. 

Mr. Yates. In connection with your estimates, have you ever had 
occasion to compare the prospective growth with what it actually was, 
say, in the year 1941 or 1942, when we were moving more and more 
to a war basis? 

Mr. Wittiam. Yes, sir; we have comparisons of the estimated 
growth and the estimated number of placements that were expected 
to be made against the actual. 

Mr. Yates. How do they compare? 

Mr. Wiiurams. I would say with a fair average of success. 

Mr. Yates. I mean how does the number compare? 

Mr. Wixuiams. | think we could furnish you with a table which 
would give you the estimated growth of the Government by years, 
with the estimated number of placements and the actual number. 

Miss Perkins. From 1941 to 1942 

Mr. Yates. I am just trying to see whether we have increased sub- 
stantially in 1951 and 1952 over a comparable period—say 1941 and 
1942. 

Mr. Wixuiams. No, sir; it is less. 

Mr. Yarrs. We have a lesser number of employees? I mean the 
total number of employees for the average agency—not in percentage 
of growth, but rather in the actual number of employees. 

Mr. Wiis. I see your point. 

Mr. Moyer. In 1942 the Federal population within the continental 
United States was 2,100,000. In 1943 it had jumped up to 3,200,000. 
That was the high point of Federal employment within the continental 
United States. 

In 1942 the turn-over rate, average, per month was 3.4 percent. 

Mr. Yarrs. Have you found that the request for an inrcease of 
employees is by all Government agencies rather than an increase in 
employment by only the so-called defense or war agencies? Are all 
agencies having an increase in employees, or only the so-called defense 
agencies? 

Mr. Moyer. In the first 2 months of this fiscal year, July and 
August, there was a net decrease in the total employment strength of 
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the so-called nondefense agencies whereas the employment level in 
defense agencies increased by about 80,000 or 90,000. 

Mr. Yates. How many agencies do you consider to be defense 
agencies for the purpose of that answer? 

Mr. Moyer. There is a list of them—of the defense agencies. 

Miss Perkins. We do not determine that for ourselves; the Bureau 
of the Budget fixes that, and we give priority to those agencies. 

Mr. Yates. With respect to the use of Form 57, any time a Federal 
employee wants to change his job he is required to file a new Form 57; 
is he not? 

Mr. Moyer. Will you please explain what you mean by “wants to 
change.”” From one agency to another agency? 

Mr. Yates. Yes—to another Federal agency. 

Mr. Moyer. It depends on how he goes about it. If he went 
direct to the employing Federal agency, they would not appoint him 
until they had his Form 57 in order to evaluate his qualifications, 

Mr. Yates. The reason I ask is to see whether or not there is some 
duplication in the work. 

Miss Perkins. In the ordinary transfer, he does not file a Form 57. 
That is if he is transferred to another agency for similar work. 

Mr. Puiuurps. Who instigates the transfer from one agency to 
another? Does he ask for it, or does the agency ask for it? 

Miss PerKINs. Sometimes one; sometimes the other. 

Mr. Puiuurps. In neither case would he fill out a Form 57? 

Miss Perkins. Not if he was being transferred to the same kind of 
work. If he was seeking a new job, another type of job, he would. 

Mr. Wiuturams. There may have been some preliminary negotiations 
between the individual and the agency. If he is seeking a different 
job and he wants to move to another agency, no. If he goes to the 
agency and after talking to the personnel officials, is offered a job 
tentatively, then there would be a formal request from the agency for 
his transfer. 

Mr. Puruures. I think you will find on further inquiry that in most 
cases you have had some paper work, in the change from one agency to 
another, because rarely is a change made to exactly the same job in 
another agency. The change is to get another job at a higher salary or 
at a different type of work. Otherwise, why should the employee 
change? Consequently, I think in the great majority of cases there 
will be the paper work Mr. Yates suggests. 

Mr. Yates. Why the necessity of filing Form 57? 

Miss Perkins. It is a very convenient way for the employer to esti- 
mate what he is getting. They still look at the Form 57. 

Mr. Yares. In other words, you feel the convenience of the use of 
the form more than offsets the additional expense of filling out the 
form? 

Mr. WituraMs. If that form wasn’t used, something else would be. 
Mr. Yares. Perhaps that answers the question. 
Miss Perkins. It is cheaper that a prolonged and detailed interview. 


LoyaALty INVESTIGATIONS 


Mr. Yates. With respect to your loyalty investigation, how com- 
plete is that check? Is it purely ministerial in sending out these cards 
you have to each of the 10 agencies? 
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Mr. WituiaMs. For example, we have employees stationed at the 
files of the House Un-American Activities Committee which is one of 
those files used. They have lists with a number of names to check 
against the files. 

Mr. Yares. Is the applicant hired before you have completed the 
investigation? 

Mr. Wituiams. It works both ways. If the position involved is a 
so-called sensitive job, that is, if the individual is going to have access 
to classified material, the check is made before he is hired. If it is 
a sensitive job, a full check is made first. 

Miss Perkins. And in the other case he is employed, but is hired 
subject to investigation. 

Mr. Anprews. If I may interrupt at that point, recently I have had 
one or two FBI agents come to my office to ask me about people who 
had given me asa reference. They were checking them for jobs in the 
State Department, as I recall. 

Miss Perkins. They were probably making a full field investiga- 
tion, after the record check was completed. 

Mr. Anprews. Is there any duplication between your performance 
and theirs? 

Miss Perkins. There is none. The record check develops all that 
is presently in the FBI and the House Un-American Activ:ties Com- 
mittee and other places about the man, and if there is derogatory 
information about him in any of them a full field investigation is 
ordered. The FBI makes that. The people about whom you had 
inquiries were probably having a full field investigation made. The 
State Department and many other agencies, also, require full field 
investigations for certain types of positions. 

Mr. Anprews. Do you investigate applicants for places in the 
State Department? 

Miss Perkins. No; we sometimes investigate for suitability. 

Mr. Yates. But you do make your pro forma investigation with 
respect all employees? 

Miss Perkins. That is correct; yes. 

Mr. Yates. And then, if you find anything that is derogatory, you 
wash your hands of it and turn it over to the FBI? 

Mis Perkins. Yes. 

Mr. Yares. If it be true that this is a rather pro forma investigation, 
why does it take so long? 

Mr. Witurams. Because of the volume. 

Mr. Yarers. You stated it took about 2 months. 

Mr. Wixuiams. It is because of the volume. The cases originate in 
the agencies anywhere throughout the country where persons are hired. 
They then flow into our regional offices. Regardless of whether we 
check it there or in the agency doing the hiring, it has to go to the 
regional office because it has to be indexed and controlled. Also, in 
our regional offices, we do a certain amount of vouchering work. We 
send form letters to former employers, schools, and other places. 
While that is going on, the case comes in to Washington where all of 
the records are located, and we then make the ‘record checks simul- 
taneously. But just because of the sheer volume, it takes 50 to 55 
days to process a case completely through to the point where the 
agency gets notice that the employee is cleared. 

Miss Perkins. In sensitive cases, we do it in 10 days. 
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Mr. Yates. Does that survey ever compel you to make duplica- 
tions of checks? How do you know whether you have checked an 
employee once before? 

Mr. Wiuurams. We have a master file in the central office of the 
Commission. As soon as a case comes in from the field, it is checked 
against that file. Usually, if he has already been checked, nothing is 
done; it is so indicated and sent back. 

Mr. Yates. And that file shows the loyalty record? 

Mr. WiuuiaMs. That shows the loyalty record of every person who 
has been checked. 

Mr. Yates. The Commission, then, does maintain a list of all em- 
ployees working for the Federal Government? 

Mr. Wiitiams. No, sir; not in that file. 

Miss Perkins. Only those checked. 

Mr. Witurams. This loyalty program did not start until the latter 
part of 1947. It covers new appointees who have come into the service 
on or after October 1, 1947. 

Mr. Yares. With respect to this pro forma investigation, no check 
has been made or is being made with respect to those who were em- 
ployed by the Federal Government prior to that time? 

Miss Perkins. Oh, yes. That was done and completed. 

Mr. Witurams. That was done by the Federal Bureau of Investiga- 
tion. All people who were in the service as of October 1, 1947 were 
checked. 

Mr. Yates. They turn up in your master file so that in the event 
an employee came along who was not in your file, he has been checked 
by the Federal Bureau of Investigation; the whole Government 
service has been investigated? 

Mr. WiuuraMs. That is correct. 

Mr. Mircue.u. | think you would be interested in this. You asked 
about the standard of performance that is required of an employee. 
Under the Performance Rating Act passed by Congress just last year, 
that was the first time every Federal employee was required by law 
to be told what were the duties, responsibilities, and requirements of 
his job. We think that is a progressive step. 

Mr. Yares. It sounds like a very progressive step. 

Mr. ANprews. You mean prior to that time they had been em- 
ployed without being told what they were required to do? 

Mr. Mircueuu. No; but the law now specifically says they must be 
told the exact requirements of their job. 

Miss Perkins. There were some lapses. 


Estimate SupMITrep To BurEAvu oF BupGeT 


Mr. Puinuips. You asked this year for $23 million; last year you 
asked for $16.5 million and were given $15,511,913, with a supple- 
mental request of $1,000,000, making that $16,511,913, and making 
an increase next year over this year of $6,488,087. For how much did 
you ask the Bureau of the Budget? 

Mr. WitutiaMs. $28,983,487. 

Mr. Putiures. You really wanted some $12,400,000 more then you 
received? 


Mr. WiuutAms. Yes. 
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Mr. Puiuurrs. When the Budget Bureau cut you that $6,000,000, 
where did it indicate you were to take the cut? 

Mr. Wixuiams. There was only one reason. It was on the question 
of the rate of turn-over. We had gone to the Bureau of the Budget 
with an estimate of a 4-percent-a-month turn-over, which seemed to be 
reliably based upon information that the Bureau of Labor Statistics 
had given to us plus expenses during the last war. The Bureau of the 
Budget thought that was high and that it would come closer to 3 
percent—at least, that it would be better to ask for money on that 
basis and see what the furure developed. That change in the turn- 
over rate was the sole factor resulting in that amount of dedrease in 
our request to the Bureau of the Budget. 


SUPPLEMENTAL APPROPRIATION FOR LOYALTY WORK 1951 


Mr. Puiturps. Have you any request coming down to us for a 
supplemental during fiscal 1951? 

Miss Perkins. There may be. 

Mr. WiuuiaMs. We are authorized to ask you for an additional 
half a million dollars. 

Mr. Puriuips. You mean the Budget Bureau has already authorized 

that? ; 
Mr. Wituiams. Yes. It is in the President’s printed budget. As 
I indicated earlier, there is some question as to whether or not it will 
actually be requested for the simple reason that from the information 
we have we would get the appropriation so late in the fiscal year that 
we would not be able to use the funds effectively. 

Mr. Puruurps. For what did you request it? 

Mr. Wiuurams. For loyalty work. 

Mr. Putuuirrs. I still do not understand your reply to the chairman’s 
question. You had a deduction by the Budget of half a million dol- 
lars, which they returned to you. I do not see why that does not 
cancel this $500,000. You want $1,000,000? 

Mr. Wituiams. Yes, sir. We have more than enough work to do 
to require an additional half a million dollars if the money could be 
made available in time to hire people to do the work on the loyalty 
check and the other derivatives that flow from it. The work is actually 
in the shop. 

FrepERAL EMPLOYMENT 


Mr. Puituirs. Now, let me ask a couple of questions which I think 
may repeat some already asked you. 

Approximately at the beginning of the Korean War, say June 30, 
1950, the number of people on the Federal payroll, civilian employees 
on the Federal payroll, both in and out of Washington, was 1,819,000. 

Mr. WituiaMs. Yes, sir. 

Mr. Puituips. Then you gave a figure for the present time. 

Mr. Wiis. Yes, sir. As of the close of December the figure 
was 2,025,000. 

Mr. Puituips. And then at the end of the year it will be 2,350,000, 
on July 1, 1951. What is the 2,600,000? 

Mr. WituraMs. For the fiscal year 1952. 
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TURN-OVER OF PERSONNEL 


Mr. Puiuuirs. With regard to turn-over, what do you expect the 
turn-over to be? You estimated with the Bureau of the Budget a 4 
percent turn-over, and they want you to take a 3 percent turn-over. 
It seems to me that either one is out of this world, for the kind of work 
we have here in Washington. 

Miss Perkins. It went to 5% percent during World War II, you 
know. 

Mr. Puiturrs. What are we doing about it, besides putting it down 
on a record somewhere? ‘There must be a reason for it. 

Miss Perkins. The reason is believed by private industry and by 
the Bureau of Labor Statistics to be the tight labor market and the 
fact that there are many jobs at good salaries and good wages demand- 
ing people. Therefore, people have chances to improve their economic 
status by change. 

Mr. Putuurps. Was the turn-over in industry anywhere near that? 

Miss Perkins. Yes; much above this. 

Mr. Mircuetu. I think it might be mentioned parenthetically, 
also, Mr. Phillips, that you referred to the turn-over here in Wash- 
ington. It is true that 9 out of 10 of the Federal employees work 
outside of Washington, and many of them are engaged in the indus- 
trial type of occupation. 

Miss Perkins. They are in direct competiton with private industry. 

Mr. Mircue.u. Yes. 


WORKWEEK OF FEDERAL EMPLOYEES 


Mr. Puaiturrs. Do you work a 40-hour workweek in the civil 
service? 

Miss Perkins. Yes, sir. 

Mr. Puiuuirs. Do you think that that is the way to operate during 
a war? 

Miss Perkins. We think that there are variations in the needs of 
different agencies for overtime. For the present we feel that agencies 
should analyze their own programs and decide for themselves whether 
they will go to a longer workweek or not. It will vary somewhat. 

You will remember, of course, that if you put every agency on a 
longer workweek you will have ‘the picture that Mr. Yates or Mr. 
Andrews pointed out of people in some agencies working on Saturday 
morning without much to do. That would not be true of every agency, 
of course. This will be taken care of as time makes the shortage of 
manpower more acute. 

Mr. Puriuirs. I am not sure that that is strictly the case. Mr. 
Andrews and I are in agreement, and I think all of us around the 
table are in agreement about the number of people who are in some 
of these agencies who obviously do not have enough work to do. Yet 
the agencies continue to ask for more people. If the agency were 
using up all of its present manpower and if it were to work a 44-hour 
week—some say a 48-hour week—it would be getting approximately 
5 or 6 percent additional work for the same number of people. 

I do not think I speak for the whole committee, but I certainly 
speak for the minority, and I think generally it would be the opinion 
of the subcommittee that if this is a war, we should recognize it as a 
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war and try to do something to meet it. If it is not a war, let us go 
on working 40 hours a week. 

Mr. Mircue.y. I think a comment is pertinent there that under 
the present law it would cost more to work a 44-hour week than a 
40-hour week, because of the time and one-half provisions of the law. 

Mr. Puiuirs. I personally do not see how you can win a war on 
40 hours a week, and I personally do not see how you can win a war 
on 40 hours a week plus overtime and double time. Maybe we will 
try to do it; I do not know. 

Miss Perkins. Mr. Congressman, you do realize that there are a 
great many parts of the Government where they are working 44 and 
48 hours a week. They will continue. 

Mr. Puruuies. What would you say was the percentage? 

Miss Perkins. I do not think we know the percentage. We just 
know it is being done. 

Mr. Puriures. How many of those are connected with the direct 
war effort, would you say? 

Miss Perkins. The defense agencies? 

Mr. Paruuips. Yes. 

Miss Perkins. Quite a good many, wherever they have the work. 
Of course, in some of the places where they have taken on the blue- 
collar workers, they have reached the peak of their production program 
and they could not profitably employ them for longer hours. They 
have them there and they are getting ready. They are not up to 
their total effort. 

Mr. Moyer. I think that the armed services are the agencies which 
are generally working overtime in certain of their organizational units 
and establishments. The State Department is working overtime in 
some of its units. In the Civil Service Commission, in our Investiga- 
tions Division, in connection with the loyalty program, we are working 
longer hours per week. 

Mr. Puiuuips. For that you pay time and a half and double time? 

Mr. Moyer. That is correct. Under existing law we have to. 

Mr. Puiturrs. I take it that I am not the only one somewhat 
troubled by this. I quote from Mr. Mitchell’s statement on page 3, 
the complete second paragraph: 

The Commission has no authority to tell department heads how many em- 
ployees they need. We cannot, under present laws, refuse to furnish lists of 
qualified persons to anv department head when he requests them, though we have 
given first priority to defense agencies since last July. We have neither the legal 
power nor the information upon which to ask department heads to set aside any 
activity. That is the function of the Congress, the President, and the department 
heads themselves. 

T have a feeling of sympathy toward that statement. I think it is 
the function of the Congress and perhaps of this subcommittee to try 
to do something about it. We would be glad to have any suggestions 
from you. 

Miss Perkins. Do you mean with regard to our agency, or with 
regard to other agencies? 

Mr. Puruurrs. With regard to other agencies, more than yours. 

Miss Perkins. We would have to go into research before we could 
answer that question effectively, sir. 

Mr. Mircuetu. I would make one comment, there, speaking per- 
sonally. I feel that with improved personnel administration—and I 
think there have been improvements—we can do something. 








a 
















































453 


Mr. Puruurrs. Off the record. 
(Discussion off the record.) 

Mr. Puiuuips. If you have any suggestions we would be glad to 
have them, of course. 


PERSONNEL JOB DESCRIPTIONS 


Incidentally, Miss Perkins, how are we getting on with the personnel 
job descriptions that indicate that the number of people a man has 
under him is a criterion for the amount of his salary? 

Miss Perkins. I think we have made great progress in eliminating 
that as an important criteria. The whole job-description method has 
been under review. I think the job descriptions are much shortened 
and much more simplified. Certainly they are for this emergency 
period. The streamlining we spoke of that has been done in examina- 
tions depends to some textent upon the streamlining and simplifica- 
tion of the job descriptions. 


‘ EMPLOYMENT 


Mr. Puiturps. Coming back again to this matter I asked about 
before, of the department heads asking you for employees and you 
having no authority to do anything about it. If you have been 
down in the new offices of the emergency agencies you know that 
they are practically sitting on each other’s laps and not doing very 
much, in some sections. Do you have any authority to say, ‘Look, 
we do not have enough people to send down there to work for you’’? 

Miss Perkins. The only authority we have is a very informal one, 
and that is not to rush to find them people, if we think they are not 





| ; using them as well as some other agency which is also asking for 
| ; priorities. 


Mr. Puiuurrs. It is quite effective, I would think. Do you not 
think you also have the power in this sense; that you could give an 
interview to someone on the subject of the demands of the agencies 
requesting more people than you are able to furnish, and having to 
send them to the agencies that need them the most in your opinion? 
Do you not think the power of publicity is pretty great? 

Miss Perkins. You are suggesting the opening gun of the battle of 
Washington, sir. 

Mr. Puiuuips. I would not be surprised if somebody has to fire it. 

Miss Perkins. I would rather it would be a Congressman. 

Mr. Puiturrs. I am not sure but what a Congressman may have to. 

Miss Perkins. As a matter of fact, sir, we have given a good deal of 
assistance to these emergency organizations. In their defense, they 
are engaged in building up organizations. 

Mr. Puixurps. I do not think there is any doubt about that. I re- 
call that, before we had a man in Korea, the departments had asked 
for 43,000 additional civilians. 

Miss Perkins. I know, but before you can start an important oper- 

ation, you know, you have to have certain things. You have to have 
tables, and chairs to sitin. You have to have a typewriter, a stenog- 
rapher, an accountant, and a legal adviser; and you have to have some- 
body who knows the rules about the spending of money. 
Mr. Puruuipes. Do not forget the economist. 
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Miss Perkins. I am not always sure about that, sir. I think 
economists are sometimes hired when somebody else would do just 
as well, although I want to see economists used for what they are 
trained to do. Then, before they can actually get into the operation 
of controlling, we will say, the limitations of private production, we 
have to have examiners and investigators, and they have to have 
many people before they can make a complete investigation. There 
is a period when they appear to be overstaffed, when actually, once 
they are moving they will not be overstaffed. We have been putting 
people into all of these emergency agencies to help them in the original 
set-up of their organizations. We think our advice to them has been 
in the direction of economy of employment of persons. 


DISCONTINUANCE OF CERTAIN FUNCTIONS DURING EMERGENCY PERIOD 


Mr. Puiturps. Let me ask you another question which will apply 
to your agency as well as all the others. If we have this war situation 
which we appear to have, which will be a terrific strain upon us finan- 
cially, and in the number of people available, do you not think that 
every agency, including yours, would have among its functions some- 
thing which might well be suspended for the time of the war? 

Miss Perkins. I am on record, sir, as having said so. The thing I 
wish to point out as a thing that might be suspended is not always very 
popular. I pointed out, for instance, before a committee of your 
House the other day that we might greatly reduce the amount of 
activity in the Fish and Wildlife Division. ‘That seemed to me to be 
all right, because I do not either fish or hunt game. However, there 
are those Members of Congress who think that there is not enough 
money being spent there now. I am very cautious as to how far I go 
in making suggestions as to where the activities should be cut. 

I am sure there are some such activities. We know there are some 
in our own agency. We have already cut one of them. 

We had a project approved by the Bureau of the Budget, and ap- 

roved by your committee, for an important program of what was 
esi as test development. We felt our tests were not as good as 
they should be and it would require some research. We decided that 
in view of the present situation, that was something that could be 
postponed. Although useful it was not an absolute essential. 

There are two or three other activities in the Commission which we 
have deliberately shrunk, although we have not eliminated them 
completely. I think every agency will do that, or should be asked to 
do it. Of course, that is not our duty totell them. At one time I 
had the hope that we might be on a committee with the Bureau of the 
Budget and somebody else to tell an agency what to cut, but I have 
given that up. 

Mr. Puiturrs. That is not a bad idea. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Putiurpes. You see, the thought of the subeommittee runs along 
those lines. We are quite serious about the approaching demand on 
the whole Congress for money. 
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AGENCIES AND Positions Nor Supsectr To CoMMISsION’s 
REGULATIONS 






You mentioned two agencies, the AEC and the TVA, that do not 


come under your regulations. 
personnel, 
Miss Perkins. Yes, sir. 


That is, 


you do not supply them 


Mr. Puriuips. How many more are there? 


Mr. WILLIAMS. 
Miss Perkins. Foreign Service. 
Mr. YATES 
Mr. WILLIAMs. No. 

Mr. Puiutures. You might put a 
Miss Perkins. Very well. 


The Federal Bureau of Investigation. 


You do not deal with lawyers. 


list of those in thé record. 


Mr. WituraMs. You just want the agencies? 


Mr. Puiuuirs. That is right. 
Mr. WixuuiaMs. There are some 


positions in all agencies, but there 


would be very few, such as the legal. 
Mr. Puruuies. How did the lawyers get that exemption? 


Mr. 
through. 

Miss PERKINS. 

(The information is as follows:) 


APPLICABILITY OF THE CIVIL SERVICE 


Act 


Yares. I believe the American Bar Association put that 


Congress passed it. 


To AGENCIES AND BRANCHES OF THE 


GOVERNMENT 


APPLICABLE! 


Executive 


branch: All civilian posi- 
tions (ineluding Federal civilian posi- 


tions in the United States Territorial 
and insular possessions) not listed in the 
opposite column. 

Judicial branch: Positions in the Ad- 
ministrative Office of the United States 
Courts, other than the Director and 


Assistant Director. 
Legislative branch: Positions in the 
General Accounting Office; positions 


in the Government Printing Office. 

District of Columbia Government: 
Positions in the juvenile court, Board 
of Public Welfare and the Unemploy- 
ment Compensation Board; Police and 
Fire Departments. 


INAPPLICABLE 2 


Executive branch: All civilian posi- 
tions specifically exeepted from the 
provisions of the Civil Service Act by 
statute or Executive order. 


Judicial branch: All positions 
listed in the opposite column, 


not 


Legislative branch: All positions not 
listed in the opposite column. 


District of Columbia government: 
All positions not listed in the opposite 
column. 





All positions in the following agencies are excepted by statute or Executive 


order from the competitive civil service. 


Federal Bureau of Investigation, Department of Justice 


Board of Governors, 
United States Soldiers’ Home 
Central Intelligence Agency 


Federal Reserve System 


United States Mission to United Nations, Department of State 
Virgin Islands Corporation, Department of the Interior 


National 


Atomic Energy Commission 


Archives Trust Fund Board, General Services 


Administration 


Commission on Renovation of the Executive Mansion 


Displaced Persons Commission 


1 In the absence of specific exception. 


? Although the Civil Service Act is not applicable to these positions some agencies by informal a 
with the Civil Service Commission are using civil-service lists to fill positions. 


greement 
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Tennessee Valley Authority 

Foreign Service, Department of State 
Architect of the Capitol 

Library of Congress 


International cormmmissions, congresses, conferences, boards, etc., Department of 
State 


The following types of positions in the entire executive branch are excepted 

from the competitive civil service: 

Attorneys. 

Chaplain. 

Law clerk, trainee. 

Chinese, Japanese, and Hindu interpreters. 

Positions directly concerned with the protection of the life and safety of the 
President and members of his family. 


Positions in Alaska when Commission determines appointment through competi- 
tive examination is impracticable. 

Professional, scientific, and technical experts for temporary, part-time or inter- 
mittent employment for consultation purposes. 

Any local physician, surgeon, or dentist employed under contract or on a part- 
time or fee basis. 

Positions to which appointments are made by the President without confirmation 
of the Senate. 


Positions in which appointee will receive compensation aggregating not more than 
$900 per annum for part-time or intermittent duties but not job employment. 


Note.—The above listing is representative but not all-inclusive. 
Loyautty INVESTIGATIONS 


Mr. Puituips. You also mentioned several times that there were 
eight of these points where in the case of a subversive investigation 
you checked. You mentioned the House Un-American Activities 
Committee, the FBI, and the Civil Service. 

Miss Perkins. Military Intelligence. 

Mr. Puruuips. Please name them all. 

Mr. Wiuuiams. The Civil Service Commission, the House Commit- 
tee on Un-American Activities, the Office of Naval Intelligence, the 
Department of the Army, the Federal Bureau of Investigation, the 
Air Force Intelligence, and the Coast Guard Intelligence. 

Mr. Puruurps. Does that make eight? 

Mr. WixuraMs. Seven. 

Mr. Puitures. Have you missed one, or should you have said seven 
before? 

Mr. Wiuuiams. There are only seven. 

Mr. Putuurps. I notice you do not have the CIA there. Have they 
no list? Of course, that is supposed to be outside the country, and 
in reality it has no list you would refer to? 

Mr. WiuuiaMs. No, sir. 

Mr. Puitures. It seems to me that, having given this matter very 
little thought for a good many years, we are now having a mush- 
rooming of agencies and investigators springing up all over. 

You have a loyalty board, and there is a separate board under Mr. 
Richardson which is coming up for funds. Then we have the un- 
American activities Committee. The Senate is now creating a sub- 
committee under their Judiciary Committee. 

What other agencies have we that are now investigating this in- 
teresting subject? What else do we have? 

Miss Perkins. The Nimitz Board, as it is commonly called. 

Mr. Puiuures. What is that supposed to do? 
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Miss Perkins. That is supposed to make a report to the President 
as to the effectiveness of these various programs of investigation and 
matters of loyalty, and set up some standards, and generally answer 
the complaints. 

Mr. Putuuirs. I thought that is what you were supposed to do. 

Miss Perxrns. No. We pass on the qualifications of each indi- 
dividual who applies for a job, or who is appointed to a job. We also 
pass on his qualifications insofar as loyalty is concerned. 

Mr. Puituips. You are the players, and the Nimitz Board is the 
umpire or referee? 

Miss Perkins. No. A number of questions have been raised, if 
you have read the press, not only by Senator McCarthy but by 
others, and a great many questions have been raised by people who 
feel that all these processes of investigation have gone too far and 
that they have been undemocratic in their standards and so forth. 
The President has appointed this Nimitz Board to look into all those 
to hear everybody who has an idea, and to come out with a report 
as to what ought to be done. 

Mr. Puiturrs. They are not to hear the individual charged as to 
loyalty? 

Miss Perkins. They are not to hear any case. 

Mr. Pur.uirs. They are to hear people who think that the proced- 
ures are not right. 

Miss Perkins. Yes, or that the standards are not right. 


WILLIAM REMINGTON CASE 


Mr. Purtuips. Tell us about Mr. Remington. 

Miss Perkins. We do not know anything about him. 

Mr. Puruuies. Did your board not clear him? 

Miss Perkins. No. The Loyalty Review Board cleared him. 

Mr. Puruuies. The Loyalty Review Board? 

Miss Perkins. The Loyalty Review Board, which is in the Civil 
Service Commission. 

Mr. Putuups. That is what I mean. 

Miss Perkins. But the Civil Service Commissioners do not review 
their work. They are an independent board so far as their judicial 
decisions are concerned. We manage their administrative and other 
affairs. 

Mr. Purturps. I think what interests me and many of us here, 
probably, is the fact that he was cleared. 

Miss Perkins. Yes. 

Mr. Puruuies. How did that happen? In other words, you have 
seven checks you made on him. 

Miss Perkins. Yes. 

Mr. Puruuies. All of them cleared him? 

Miss Perkins. No; there was a full field investigation on him, too, 
a full FBI investigation, and a check of the House Un-American 
Activities Committee material. All that was before the Loyalty 
Review Board. It was found in his case that there were not reasonable 
grounds to believe that he was disloyal. That means he was cleared. 

However, I think we should point out to you, in fairness to all 
concerned, that the material which was placed before the grand jury 
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quite a good while later, almost a year later, and which was brought 
out before the trial in the courts, where he was convicted of perjury, 
was not presented to the Loyalty Review Board. The important 
part of that material was not before the Loyalty Review Board. It 
had not been made a matter of report by anybody. 

Mr. Puiturps. Was it barred from being made a report, or was that 
on some technicality? 

Miss Perkins. No. 

Mr. Puiturps. Or had it just not been produced? 

Miss Perkins. It was not that. It had never been made by the 
FBI. Mrs. Remington was, of course, the key witness. She had never 
appeared before any body or committee. 

The testimony of a very large number of persons—some of them 
Tennessee Valley persons—where he had worked at the time he was 
alleged to have been a member of the Communist Party, was later 
developed, and there were a large number of witnesses developed who 
had never been heard of at the time the case was before the Loyalty 
Review Board. There were some others, schoolmates and classmates. 
Of course, the key witness was his former wife. 

Mr. Puitures. Yes. This is not idle curiosity. The Congress is 
interested. 

Miss Perkins. There is another thing I think I should say to you: 
Miss Bentley who is, of course, the prime witness, although not as 
important in this case as Mrs. Remington, had not appeared. The 
only statement of Miss Bentley that was before the Loyalty Review 
Board was a statement which she made before the Un-American 
Activities Committee a considerable period earlier, and was really not 
very full. She had never been cross-examined. The Loyalty Review 
Board made the most strenuous effort to get her before them. Mr. 
Richardson spent more time on that than anything else for a period 
of weeks, and postponed the hearings and postponed all kinds of 
things to persuade her to come. He sought the aid of the FBI, for 
they were in close touch with her, to get them to persuade her. They 
tried. To this day we do not know why she did not appear. There 
were two separate occasions where she was to appear, and she never 
did appear. If the Board was to validate her testimony, it was 
important to validate it by certain questioning on things which were 
not clear. She was talking about a lot of people and a lot of things 
before the Un-American Activities Committee. They wanted to pin 
it down. 

Mr. Puinuirs. You do not think by any chance it was a lack of 
confidence on her part in the intent of the Board? 

Miss Perkins. On her part? 

Mr. Puivures. Yes. Lack of confidence in the intent of the Board. 

Miss Perkins. May I say this off the record? 

(Discussion off the record.) 

Mr. Yates. Miss Perkins, if Congressman Phillips will yield, does 
your Loyalty Review Board have the power to subpena witnesses? 

Miss Perkins. No; it has no power to subpena witnesses or docu- 
ments or records. 
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PossiBLE OvVERGRADING OF PosITrIoNns 


Mr. Corton. Every question that I ask keeps you from lunch, and 
Iam sorry. Most of my thoughts have been covered, except for one 
or two I would like to ask for my own information. 

These so-called emergency organizations we have been referring 
to this morning are organizations such as the Stabilization Board and 
all those groups under Mr. Wilson, and others? 

Miss Perkins. War Mobilization and others. 

Mr. Corron. Are they governed by the classification rules of the 
general civil service? 

Miss Perkins. Yes, sir. 

Mr. Corron. Many witnesses have been before this subcommittee, 
from other regular agencies, and have referred to their difficulty in 
holding stenographers and other employees because they were going 
to these emergency boards for more attractive salaries. If they are 
under the same classification, how can that be true? 

Miss Perkins. There are grades within the classification of “stenog- 
rapher.”’ We will say that they may be in one of the lower grades of 
stenographer in the Department of Agriculture, and the Defense or 
War Mobilization offers them a higher grade of stenographer position. 

Mr. Moyer. That is true. We have set up a small section in the 
Classification Division here to investigate immediately complaints 
that positions are being overgraded. We have gone into the matter, 
and so far we have not found that the complaints were justified. 

Now, undoubtedly, persons as grade 3 stenographers are going over 
to fill some more important positions. That is perfectly proper. As 
soon as the organizations settle down and we can go in and investigate 
the actual duties of persons at their desks, then we can determine 
whether or not there has been overgrading and roll back those grades 
to their proper level. It is very difficult now, because of the situation, 
to determine definitely whether there is overgrading in individual 
cases. As soon as we can make desk surveys of actual work, we can 
do that. 

I will say this: That, of the complaints we have looked into here, in 
not one of these agencies yet have we found that positions were not 
correctly allocated. We have people stationed in the agencies. Our 
objective in this defense program is to render all the assistance we can 
to the agencies in their classification work, in training their classifica- 
tion people so as to prevent overgrading. That is much better than 
letting the overgrading occur and then rolling back the grades, with 
the complaints that will naturally arise. We are throwing all the 
resources we can into those agencies to prevent the fire rather than to 
try to put it out later. 


LoyALty INVESTIGATIONS 


Mr. Corron. Along the lines of both Mr. Andrews’ and Mr. 
Phillips’ questions, about this loyalty examination set-up, in addition 
to the seven agencies you named that have records, which you 
referred to, and in addition to your Loyalty Appeals Board and your 
central records and all your set-up, many departments have individual 
loyalty boards; is that right? 
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Miss Perkins. Those have been set up at the direction of the 
President’s loyalty order. In order to make an orderly and system- 
atic process, and to have the same general standards apply all over 
the Government, the Loyalty Review Board coordinates the work of 
the agencies. If we find as a result of our investigation that there is 
derogatory information or that there is some evidence that a person 
is possibly disloyal, that information goes to the agency. The agency 
inquires into it, and the employee has a hearing before the agency 
board. Then he can appeal from that. 

Mr. Corron. He can appeal from that to what? 

Miss Perkins. To our regional loyalty board, and then from the 
regional board to the Loyalty Review Board. 

Mr. Mircuetyi. Excuse me. I think Mr. Moyer can make that 
more clear. There are two programs, one for applicants and one for 
incumbents. 

Miss Perktns. I was speaking of the incumbent program for the 
agency board. 

Mr. Moyer. When we speak of the check we make, we are speaking 
of persons coming into the service for the first time. If you will 
recall, when this loyalty program was started it was applied to persons 
already serving as well as persons who were coming into the service. 
These agency loyalty boards were set up in the agencies to handle the 
cases of incombent employees, persons who were already employed. 

If they rate the employee ineligible, then the incumbent employee 
can appeal to the Loyalty Review Board. There is just a little of that 
incumbent work now. As subsequent information is picked up with 
respect to persons already in the service, that may also go before the 
loyalty boards of the agencies. 

Mr. Corron. Most of the work on incumbent employees is liqui- 
dated? 

Mr. Moyer. Is liquidated—practically all of it. 

Miss Perkins. There are 75 cases, I think they have. 

Mr. Corron. If I want a position—I am not an incumbent—I am 
seeking a new position, say, with the Department of Commerce, and 
I make my application for such position, | am checked first by whom? 

Mr. Moyer. The Department of Commerce will send in a Form 57 
together with other information they had you furnish. That comes 
in to the Civil Service Commission. If the position is in Chicago, the 
forms will come in from Chicago; if the position is in Washington, they 
will come in from our fourth regional office. We take that information 
and check with the FBI, check with the House committee and the 
other places—these seven points. We also send out inquiries to your 
former employers over a 5-year period and, if we have any reason to 
do so, we check with local police departments. Then, if we develop 
any derogatory information as to loyalty, we turn it over-——— 

Mr. Corron. When you say ‘“‘we,’’ you mean your central office 
here in Washington in the Civil Service Commission? 

Mr. Moyer. That is correct. 

Miss Perkins. Our investigation’s Division. 

Mr. Moyer. The Civil Service Commission's Investigation Divi- 
sion. We evaluate that information. If there is any derogatory 
information which may indicate the possibility that it is a loyalty case, 
we send the information over to the FBI for a full personal investiga- 
tion in the field. Then, when the FBI completes that personal inves- 
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tigation the case goes to one of our regional loyalty boards, and it 
decides whether or not there are reasonable grounds for believing the 
person is disloyal. 

Mr. Corron. You mean your regional board where I live? 

Mr. Moyer. Where you made your application. 

Mr. Corron. And then if they turn me down, what do I do? 

Mr. Moyrr. You can appeal to the Loyalty Review Board in 
Washington. 

Mr. Corron. In your department? 

Mr. Moyer. That is right. It is located in the Commission. 

Mr. Corton. And that is the end? 

Mr. Moyer. That is the end; yes, sir. There is a byproduct of this 
loyalty check. If, when the FBI checks your case, they find no 
information with respect to loyalty but you have a serious criminal 
record——— 

Miss Perkins. Have a bad reputation in your community. 

Mr. Moyer. Then we take that up and investigate the question of 
your suitability. 

Mr. Corron. A criminal record is investigated by different groups 
within the same department that investigates loyalty? 

Mr. Moyer. No. It is the FBI that investigates loyalty, and the 
group within the Civil Service Commission itself would investigate 
suitability. 

Mr. Corron. There is no investigation conducted by the Depart- 
ment of Commerce, then? 

Miss Perkins. No; except some of the agencies do conduct them. 

Mr. Moyer. Some of the agencies do make some investigations in 
connection with the assignment of personnel to sensitive positions to 
handle classified material. 

As a byproduct of this loyalty check, the Defense Establishment 
has decided it will accept a clearance by the Commission as a result 
of these record checks to handle information classified up to top 
secret. If the person is to handle top secret information, then they 
require some further investigation. 

Miss Perkins. And they will make that themselves or 
FBI to make it. 

Mr. Corron. It appears from your description of the process that 
there is little or no duplication, but within a few weeks I have had a 
representative of the Naval Intelligence Office in my office to talk 
about a person I thought was an applicant for a rather minor position 
who came from my State. Is not there duplication between some of 
these services? 

Mr. Wiiurams. Take, for example, the Central Intelligence Agency. 
They investigate every person who hopes to work there—a clerk, 
stenographer, or anybody. They conduct a full field investigation to 
determine that person’s fitness to work in that particular agency. 
The Federal Bureau of Investigation makes the investigation for the 
CIA. 

Miss Perkins. The same might be true of Naval Intelligence. 

(After discussion off the record:) 

Mr. Yates. Just to complete the record, in response to a former 
question, you said prior to the time of the installation of the loyalty 
program every Government employee in the Federal service was 
investigated by the FBI. 
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Mr. Witurams. That is correct. 

Mr. Yates. How many employees of the Federal Government were 
there at that time, approximately? 

Mr. Wiuutams. 1,800,000. 

Mr. Yates. How many disloyal employees did the FBI find? 

Mr. WiuuraMs. I do not know. They send their reports back to 
the employing agencies, and those cases would go through the agencies’ 
boards. 

Miss Perkins. And then the Loyalty Review Board if they are 
appealed. The FBI makes no finding of fact as to loyalty; they just 
make the report to the Commission. 

Mr. Yates. Noticing the number of cases that go to the Loyalty 
Review Board on page 27, you had 60 in 1950, 62 in 1951, and you 
project 76 for the fiscal year 1952. Does that figure reflect any meas- 
ure of the number of investigations that you may have made of in- 
cumbent employees? 

Miss Perkins. All it does is indicate those against whom there was 
some information, some evidence. 

Mr. Yares. Perhaps I should have asked how many cases were 
there that cleared through your agency of a suspicious character 
against incumbent Federal employees. 

Mr. Moyer. Up to December 1950, 13,422 reports were received 
from the Federal Bureau of Investigation. Those are cases where 
they made full investigations. 

Mr. Yates. How many resigned or were discharged as a result? 
What I am trying to determine is how effective is the loyalty pro- 
gram. Just what is done? 

Mr. Moyer. Let me give you this information. Up to December 
1950, 299 persons had been dismissed as disloyal—1,674 persons left 
the service during the investigation by the FBI; so the investigation 
was not completed. They left—1,267 persons left the service before 
their cases had been adjudicated by the loyalty review boards. They 
had been investigated, but their cases had not been adjudicated. 
They left the service at that stage. Of the 1,267 persons who left the 
service prior to adjudication of their cases, 778 left before letters of 
charges were issued in connection with their consideration of the cases 
by the loyalty review boards, and 489 left the service after letters of 
charges were issued. 

Miss Perkins. We want to warn you that does not mean each one of 
those persons would have been proven to be disloyal. There were 
some who left for reasons any of us would say were perfectly legitimate. 

Mr. Yates. With respect to the cases that go on appeal to the 
Loyalty Review Board, have you any figures to show the number that 
have been affirmed and those that have reversed the findings of the 
local boards? 

Miss Perkins. We can get those figures. 

Mr. Yates. Will you put them in the record at this point? 

Mr. Moyer. Yes. 

(The information is as follows:) 
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TaBLE I.—Adjudication of loyalty cases by agencies ! 


mission’s Loyalty Review Board] 


Cases involving full field investigation received by 
agencies, and nature of action taken 


Fiscal year ending 


| June 30, 
1948 


Cases received: 
New cases received by boards for adjudication. __| 
Reopened, including remanded, cases 
Tee......... " cesta 
Cases processed by agency boards: 
Employees left service prior to decision 
Boards made decisions favorable to employees 
Boards made decisions unfavorable to employees: 
Employees did not appeal and were removed 
Employees appealed to agency head 


oR eaaes 


Appeals to agency head: 
Unfavorable decisions reversed. ....._._._- 
Unfavorable decisions sustained - - 
Decisions pending 


a el ee 


Cases in process in agency boards. 


June 30, | June 30, 
1949 1950 

2, 977 790 

113 252 

3, 090 1, 042 

431 122 

2, 974 1, 001 

39 18 

159 72 

3, 603 1, 213 

24 20 

60 119 

75 8 


July 1 

through 

Dec. 31, 
1950 


502 


1S 


O85 


Unfavorable decisions from appeals to the agency head may be further appealed to the Com- 


Total 


25,496 
548 


6, 044 


1 Excludes about 1,200 cases forwarded to the Department of the Army for processing under Public Law 
808 and 1,001 cases received from the Federal Bureau of Investigation wherein no adjudication was necessary. 
2 Includes 101 cases investigated by agencies other than the Federal Bureau of Investigation in which 


investigation was started before Oct. 1, 1947. 


TaBLE II,—Adjudication of loyalty cases, by regional loyalty boards of the U.S. 
Civil Service Commission ! 
Fiscal year ending— July 1, 
Cases involving full field investigation received by ;—— - — Ps a I Total 
regional loyalty boards, and nature of action taken | June 30, | June 30, | June 30, | Jan. 6, 
} 1948 1949 1950 1951 
Cases received: 
New cases received by boards for adjudication. - 308 2, 440 1, 669 661 5,078 
Reopened, including remanded, cases_....____- 0 30 58 67 155 
cH ee - 308 2, 470 1, 727 728 5, 23 
Cases processed: | : 
Appointees left service, or applicants withdrew 
prior to decision. | 0 | 295 229 71 595 
Boards made decisions favorable to appointees | 
or applicants. _ : Z A 0} 1, 777 1, 842 485 4,104 
Boards made decisions unfavorable to appointees | 
or applicants - -. Fe i Lhe BO he a 0 96 89 32 217 
| Ey ER ee oe ae et ees 0 2, 168 2, 160 588 4, 916 
Cases in process in regional loyalty boards_________-- PEERLESS SERery 4a |--------- a3 317 








1 Excludes 2,115 cases received from the Federal Bureau of Investigation wherein no adjudication was 
necessary. 
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TaBLeE III.—Action on appeals received by the Loyalty Review Board of the U. 8S. 
Civil Service Commission 





| Fiscal year ending— July 1, 


1950, 


Appeals received, and subsequent action ; | | through 
June 30, | June 30, | June 30, | Jan. 6, 
|; 1948 | 1949 | 1950 1951 








Total appeals received: 
From regional loyalty boards 
From agency loyalty boards_-. 


MU sta dbetoakisecdué tn cou tide cude wanes . 


Appeals disposed of: | 
Appellants found eligible for employment on | 
loyalty grounds 
Appellants found ine ligible, and removed or | 
denied employment 
Cases remanded to lower boards for further | 
processing pais hating 





Total 
Total appeals in process 


Mr. Corron. I have just one more question. On page 34, in the 
discussion of sensitive positions, | recognize those figures are not to 
be taken in connection with your general loyalty checks, but I was 
rather surprised and startled last night to find at the bottom of the 
page where you say: 


Experience during fiscal year 1950 indicates that 13 percent of cases completed 
result in ineligible ratings. 

That means 13 percent of all people you investigate for sensitive 
positions are found on investigation not sufficiently loyal to be used 
and are declared ineligible? 

Mr. Moyer. No. No question of lovalty entered into these cases. 
They were sensitive positions in the departments. We got informa- 
tion back from the FBI as a result of the checks indicating that the 
persons might be security risks. So, with that information as a basis, 
we made a complete personal investigation ourselves and reported 
the results to the agencies. As a result of our investigations, 13 per- 
cent of those persons were disqualified on suitability grounds, because 
it was considered that they were not suitable, or were not good security 
risks for sensitive psotions. 


SECURITY RISKS 


Mr. Corron. How do you define a “security risk’’? 

Miss Perkins. A person who talks too much or is given to gabbing, 
a person who may drink too much and talks when he should not. 

Mr. Puitups. A person who may not be disloyal but who runs 
around with disloyal people? 

Miss Perkins. Yes; or who has a character that indicates nervous 
instability. 

Mr. Witu1aMs. Or persons who might be subject to bribery because 
of their past record. 


Miss Perkins. Or persons closely related to someone who might 
be under extreme pressure. 
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COSTS OF LOYALTY INVESTIGATION 


Mr. Puiturps. I gave the stenographer a list of the costs of loyalty 
investigations in your department, which would indicate they have in 
4 years risen from about $2 million a year to about $8 million. 

Miss Perkins. That is the volume of them? 

Mr. Puiuures. I would like to have that put in the record. 

(The matter above referred to is as follows:) 


Allocation of funds appropriated to the Civil Service Commission for use in connection 

with the Federal loyalty program 

Fiscal year— 
1948 (actual 
1949 (actual 
1950 (actual) _ 
1951 (estimate) 
EN ine a, CEE SS SR BS ST PS 8 a ee re 


Amount 

$1, 995, 357 
3, 560, 966 
2, 294, 382 
3, 297, 237 
7, 708, 212 

Mr. Puitups. This occurs to me: You are doing a great deal of 
personnel work, obviously, for all of the Departments except those 
you have mentioned; yet at the same time we have been allowing a 
personnel percentage to all of the Departments, pretty much on a 
basis of one to 115 or one to 125, which is near the average of a com- 
mercial or business organization that does all of its own work. We 
ought to require them to have a larger percentage relationship. 

Miss Perkins. Well, that is the privilege of Congress. That is 
the judgment of Congress. I do not think we have ever recom- 
mended the number of personnel officers and numbers of employees. 
It is a brand-new question that has arisen in the Government in the 
last few years. 

Mr. Tuomas. Thank you all very much. On behalf of myself and 
the committee I would like to commend Miss Perkins for the fine 
job she is doing. She has carried the load in the handling of this 
budget before the committee and she has done it in a most excellent 
manner. She is familiar with every detail of the budget estimates 
for the commission as well as the entire work of the agency. She is 
not only a fine individual, but a fine executive, and she is doing a 
spendid job. 
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TuurspDAyY, Fepruary 22, 1951. 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


WITNESSES 


A. E. DEMARAY, ACTING CHAIRMAN 
JOHN NOLEN, JR., DIRECTOR OF PLANNING 
CARL R. NOLTE, ASSISTANT 


MARYLAND-NATIONAL CAPITAL PARK AND PLANNING 
COMMISSION 


WITNESSES 


J. BOND SMITH, GENERAL COUNSEL 

JESSE F. NICHOLSON, SECRETARY-TREASURER 

FRED W. TUEMMLER, DIRECTOR, PRINCE GEORGES REGIONAL 
OFFICE 

WILLIAM C. BURRAGE, PLANNING ENGINEER, MONTGOMERY 
COUNTY 

CECIL EBY, VICE CHAIRMAN AND PARK COMMISSIONER 


Funds available for obligation 


| 1950 actual | 1951 estimate | 1952 estimate 








Appropriation or estimate $695, 000 | $724, 500 $1, 150, 000 
Prior year balance available __----_- Ih deal iB dan chines 987, 838 | 1 461, 020 50, 000 
Total available for obligation i } a: 682, 838 2, 185, 5 29 | 1, 200, 000 

—50, 000 = 


Balance available in subsequent year a _..| —1, 461, 029 
Unobligated balance, savings under sec. 1214_. —125, 000 | 





RS cated ih hae 
Winer he 221, 800 | 2,010, 529 | 1, 200, 000 





Obligations by activities 


4 




















Description | 1950 actual | 1951 estimate | 1952 estimate 

ee | MER TER, mr secs fool I 

1. George Washington Memorial Parkway, sec. 1 (a), act of | | 
May 29, 1930 $3, 606 $440, 638 | $250, 000 

2. Extension of National C apits ul Park system into nearby | 
Maryland, sec. 1 (b), act of May 29, 1930 | 575 1, 055, 973 795, 000 

3. Park, pe arkw ay, and play ground system in the District of 

Columbia, sec. 4, act of May 29, 1930......-.....-....-- 217, 628 513, 918 | 155, 000 
OIE iis dint wsactdech meaneinile tab ou cicaacewns 221, 809 2, 010, 529 1, 200, 000 
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Obligations by objects 




















Object classification | 1950 actual | 1951 estimate | 1952 estimate 
| | 

Total number of permanent positions._.............___- a 5 | 5 | 5 
Full-time equivalent of all other positions......._______- | 1 1 1 
Average number of all employees..._._..._._- 5 5 5 

01 Personal services: | 
Permanent positions.................._____ iid $21, 066 $21, 731 $21, 883 
Part-time and temporary positions.__.________- 2, 575 7, 269 6, 856 
Regular pay in excess of 52-week base-_._____- SOE TN ae? ; S4 
Payment above basic rates_____- ia ast 8 sei 177 
Total personal services...............-.....- Z | 23, 641 29, 000 | 29, 000 
02 Trave ahs ELE TT RIA : 317 323 1,323 
04 Communication services_..............__- force | 311 550 650 
06 Printing and reproduction : | 434 : 200 200 

07 Other contractual services: 

Stenographie reporting services. -- 1 eR ; | 452 900 900 
Real property title examinations... __- | 922 | 3, 522 2, 500 
Real property surveys. -.. ; 3, 570 1, 550 3 500 
Real property appraisals al 2, 500 5, 485 | 1, 549 
Services performed by other agencies BGI eS 376 | 200 | 200 
8 Supplies and materials : j 470 200 200 
09 Equipment ssigliosbed | 511 300 | 450 
10 Lands and structures_. . eAhoube cs ‘ & 188, 305 1, 967, 299 | 1, 159, 528 
Total obligations... ___- paves are ‘ ; | 221, 809 1, 010, 529 , 200, 000 


Mr. Tuomas. Will the committee please come to order, gentlemen. 

We have with us this morning the National Capital Park and 
Planning Commission. We have as their representatives our good 
and valuable friend, Mr. Demaray, the Acting Chairman; Mr. Nolte, 
the Assistant Secretary; and Mr. Nolen, the director of planning. We 
also have our friends from the Maryland-National Capital Park and 
Planning Commission with us, Mr. Smith, the general counsel; Mr. 
Nicholson, the secretary-treasurer; Mr. Tuemmler, the director of the 
Prince Georges regional office; Mr. Cecil Eby; and Mr. Burrage, the 
planning engineer of Montgomery County. 

Gentlemen, it is nice to have you all back again. If anybody has 
a statement he would like to make we would be delighted to hear 
from him. 

Mr. Demaray. If I may I would like to make a statement, Mr. 
Chairman. 

Mr. Tuomas. We would be glad to hear from you, Mr. Demaray. 

Mr. Demaray. We are somewhat handicapped at this time because 
Mr. Settle, who has long been the Secretary of the Commission, has 
been ill for several months. 

Mr. Tuomas. We are sorry to hear it. We wish him a speedy 
recovery and hope that his illness is not too serious. 

Mr. Demaray. Also, Mr. Stack, our land purchasing officer, is in 
the hospital, and we are somewhat handicapped. 

We appreciate your postponing this hearing from the original day. 


GENERAL STATEMENT 


The budget estimates include three items under the act of May 29, 
1930, known as the Capper-Cramton Act. 

The first item is for the George Washington Memorial Parkway 
in Maryland or Virginia, section 1—A, of the aforesaid act, in the 
amount of $200,000. 
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The second item is for the extension of the National Capital park 
system into nearby Maryland, section 1—B of the aforesaid act, in 
the amount of $795,000. 

The third item is for the park, parkway and playground system in 
the District of Columbia, section 4 of the aforesaid act, in the amount 
of $155,000. 

That is a total of $1,150,000. Mr. Nolen will give you the details 
of items 1 and 3, and the Marvland representatives are here and will 
discuss the extension of the National Capital park system into nearby 
Maryland. 

Mr. Tuomas. Mr. Demaray, I think for the purpose of the record 
and for the Members of Congress generally it might be well to briefly 
detail the main sections of your act. 

At this time we shall insert in the record pages 3, 4, 5, and 6 of the 
justifications, and then proceed. 

(The documents are as follows:) 


Budget estimates 


I. Land acquisitions under the provisions of the act of May 29, 1930 
(Public Law No. 284) National Capital and metropolitan area: 
(a) For the George Washington Memorial Parkway in Mary- 


land or Virginia, sec. 1A, of aforesaid act____.______- $200, 000 
(b) For extension of the National Capital Park System into 

nearby Maryland, sec. 1B, of aforesaid act___._____- 795, 000 
(c) For the Park, Parkway, and Playground System in the 

District of Columbia, sec. 4, of aforesaid act.______-_- 155, 000 

(eee # lamer en ete See Vegeta 22" Se ce erene 1, 150, 000 


II. Project area planning activities under District of Columbia Rede- 
velopment Act (Public Law 592) approved Aug. 2, 1946_____- 0 


DIGEST OF WRITTEN STATEMENTS 


1. Land acquisition, National Capital and metropolitan area: 


The act of June 6, 1924 (43 Stat. 463) directed the Commission to acquire lands 
for a comprehensive park, parkway, and plavground system of the National 
Capital and environs. This act was amended by the act of May 29, 1930 (46 
Stat. 482), popularly known as the Capper-Cramton Act. 

(a) Section 1-A of this act provides for the acquisition, establishment, and de- 
velopment of the George Washington Memorial Parkway along the Potomac in 
Maryland and Virginia from Mount Vernon and Fort Washington to the Great 
Falls of the Potomac River. Title to the lands so acquired vests in the United 
States; maintenance thereof is by the National Park Service. The United States 
bears one-half the cost of lands so acquired; the remaining one-half being borne 
by the respective jurisdictions or other responsible sources. This act authorizes 
appropriations totaling $7,500,000, of which $1,237,700 has been provided to date. 

(b) Section 1—-B of this act and an amendment thereto approved August 8, 
1946 (60 Stat. 960) provides for acquisition of the portion of the stream valleys 
of the Anacostia River and its tributaries, Rock Creek and Cabin John Creek 
lying in the Counties of Montgomery and Prince George, Md.; title and mainte- 
nance of these parks to be in the Maryland-National Canital Park and Planning 
Commission. Under this act, the Federal Government “advances” to the Mary- 
land-National Capital Park and Planning Commission two-thirds of the cost of 
the land, without interest, for 8 years, and ‘‘contributes” one-third of the cost. 
The aforesaid act authorizes annrovriations totaling $4,599,000, of which 
$1,531,050! has been provided for Montgomery County and $1,027,250! for 
Anacostia Park extensions in Prince Georges County. 

(c) Section 4 of this act provides for the acquisition of park, parkway and 
playground land within the District of Columbia and authorizes appropriations 
totaling $16,000,000 for this purpose. $11,897,944! has been allocated and 
appropriated for such acquisitions to date. Of the original authorization, there 


1 After rescission of $125,000 under sec. 1214 of Public Law 759. 
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remains unappropriated $4,102,056. Expenditures under this section of the 
act are repaid to the United States by the District of Columbia. 
2. District of Columbia redevelopment project planning 

Public Law 592 approved August 2, 1946, and known as the District of Columbia 
Redevelopment Act, prescribes certain functions and duties to be performed by 
the Commission. They are to make and develop a comprehensive or general 
plan of the District of Columbia; and to make redevelopment plans for specific 
project areas which would be the subject of redevelopment. The sum of $20,000 
was appropriated for the fiscal year 1950 for the printing of the comprehensive 
plan and report. No appropriation was recommended by the Bureau of the 
Budget for the fiscal year 1952. This report and plan are now being distributed. 

You have three sections under which you make purchases, may I 
say, for lack of better words. Please summarize briefly what has 
been done under each one of the purchasing sections. Give us the 
amount of funds appropriated, and you might give us the years, and 
also your unexpended balance under each one of the sections. 

This act has been amended two or three times, and it goes back to 
about 20 years ago. 

ORIGINAL ACT 


When was the original act passed, in 1924? 

Mr. Demaray. 1924. This act was supplemented by the Act of 
May 29, 1930, popularly known as the Capper-Cramton Act. 

Mr. Tuomas. The original act was passed in 1924? 

Mr. Demaray. That is correct. 


GEORGE WASHINGTON MEMORIAL PARKWAY 


Section 1—A provides for the acquisition, establishment and devel- 
opment of the George Washington Memorial Parkway along the 
Potomac in Maryland and Virginia, from Mount Vernon and Fort 
Washington to the Great Falls of the Potomac River. 


PURCHASES UNDER ACT 


Mr. Tuomas. When were the purchases first begun under that act, 
and how much have you purchased to date and how much needs to be 
purchased to finish your plans? I have given you three questions in 
one, to nail it all down. 

Mr. Demaray. Section 1—A of the act authorized appropriations 
of $7,500,000, of which $1,237,700 has been provided to date. That 
money has all been expended or obligated. 

Mr. Tuomas. You have about $5}; million yet to expend to com- 
plete your plans? 

Mr. Demaray. Yes, sir, about $6 million. 

Mr. Tuomas. How long have you been working on that particular 
parkway, where you have spent about $1}; million? 


CONTRIBUTIONS FOR BUILDING PARKWAY 


Mr. Demaray. The requirement is that the State, counties, or 
individuals match dollar for dollar. That has been a slow process. 
Mr. Tuomas. It should be put in the record that under this partic- 
ular section of the act the Federal Government contributes 50 
percent. 
Mr. Demaray. Yes. 
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Mr. Tuomas. And the counties or charitable organizations, or even 
private individuals, put up the remainder. 

Mr. Demaray. The other 50 percent; yes, sir. 

Mr. Tuomas. How long have you been working on this parkway? 

Mr. Demaray. I am not sure. 

Mr. Noten. Since shortly after the passage of the Capper-Cramton 
Act in 1930. I believe the first appropriation was made about 1931. 
After surveys were made, the early acquisitions were by contribution 
of private owners. A tract of land would be bought for an amount 
equal to half the appraised value of the land. Progress has been made 
periodically as opportunity was afforded to secure both Federal funds 
and matching local funds at the same time. 


ANNUAL EXPENSES FOR PARKWAY 


Mr. Tuomas. You have an annual expense account, roughly, for 
the fiscal year 1952, of about $40,000. What part of that expense 
account is applied to this particular part of the work? Is that one- 
third or one-quarter? 

Mr. Noten. I would say less than one-quarter, $7,825 to be exact. 

Mr. Demaray. There is a requirement that there be a joint ap- 
praisal by both the counties and our own land appraiser. It is only 
in those instances where he is actually engaged in making these land 
appraisals that any portion of that is charged? 

Mr. THomas. You have spent about $200,000 in administrative 
expense, and you have bought about $1% million worth of land. That 
is not any fault of yours; it is a fault of the system. The point is that 
if we do not hurry up and get this behind us the administrative expense 
is going to eat it up. The land is going up in value. You have a lot 
of headaches, all of which you know without having me point them 
out. 

REQUEST FOR 1952 


Mr. Demaray. Yes, sir. There has been a very greatly increased 
interest since the construction of the additional section of the George 
Washington Memorial Parkway, leading up to Spout Run. 

Mr. Tuomas. How much do you want for that purpose this year? 

Mr. Demaray. We are asking $200,000 this year. 

Mr. Tuomas. Have you the land already picked out? 

Mr. Demaray. Yes, sir. 

Mr. Tuomas. And the deal about consummated? 

Mr. Demaray. No. The land is outlined completely, but this 
will either be used in Maryland or in Virginia, depending on which 
one of the States or communities will match the funds first. 

Mr. Tuomas. Have there been State contributions? 

Mr. Demaray. There have been State contributions in Virginia 
up to the total amount used to date. 

Mr. Tuomas. The Federal contribution is $200,000. Has the 
$200,000 been raised by the States yet? 

Mr. Demaray. No, sir; it has not. The States are reluctant to 
raise funds unless they know there are Federal funds and they can 
go ahead. It works both ways. 

Mr. Tuomas. That is right. That is understandable. 

What is your unexpended balance in this fund? 
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Mr. Demaray. Every penny of it is obligated or committed. 
Mr. Tuomas. Please take up your next item, sir. 


EXTENSION OF NATIONAL CAPITAL PARK SysTEM INTO NEARBY 
MARYLAND 


Mr. Demaray. The next item is for extension of the National 
Capital Park system into nearby Maryland. 


FEDERAL CONTRIBUTION TO EXTENSION 


Mr. Tuomas. What is the Federal contribution to that? 

Mr. Demaray. The act authorized eg 000, of which, after a 
recision of $83,000 under section 1214 of Public Law 759, $1,531,050, 
has been provided for Montgomery County and $1,027,250 for the 
Anacostia Park extensions in Prince Georges County. That leaves 
the balance of $795,000, for which we are now asking, and $1,146,700 
more to complete the total authorization. 

Mr. Tuomas. How long have you been working on that? Was 
that under the 1930 amendment, or was that under the original act of 
1924? 

Mr. Demaray. It is under the 1930 act. I think we began almost 
at once. 

FUNDS NECESSARY FOR COMPLETION 


Mr. Tuomas. Out of your total authorization of $4% million you 
lack about $750,000 of completing it? 

Mr. Demaray. $795,000 plus $1,146,700. 

Mr. Tuomas. Do you have an unexpended balance in that fund? 

Mr. Demaray. No unobligated balance. The money is advanced 
to the counties, and they give bonds. 

Mr. Tuomas. One hundred percent is advanced from Federal funds? 

Mr. Demaray. One hundred percent is advanced, and they give 
bonds for two-thirds. 

Mr. Tuomas. They repay one-third back? 

Mr. Demaray. Two-thirds. 

Mr. Tuomas. Two-thirds. 

Mr. Demaray. One-third is a grant. 

So far as the Park and Planning Commission is concerned, the money 
is obligated or committed. It has and will be turned over to them 
under agreements. Those agreements have just recently been signed. 
In fact, ‘they have now been approved by the President. 

Mr. Tuomas. In other words, you have either allocated all your 
funds or are under a contract to ‘allocate them; is that correct? 

Mr. Demaray. Yes, sir; that is correct. As to the details, the 
Maryland people are here, representing Montgomery County and 
Prince Georges County. 

Mr. Tuomas. Please cover the third item. 


Park, PARKWAY, AND PLAYGROUND SysTeM IN THE DiIsTRICT OF 
CoLuMBIA 


Mr. Demaray. The third item is for the park, parkway, and play- 
ground system in the District of Columbia. The amount is $155,000 
for which we are asking. The original act authorized appropriations 
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totaling $16,000,000 for this purpose. $11,897,944 has been allocated 
and appropriated for such acquisitions to date. 

Again, there is a recision of $42,000 under section 1214 of Public 
Law 759. 

Of the original authorization there remains unappropriated $4,- 
102,056. 

Mr. Tuomas. Is all of that an advance out of the Treasury, to be 
repaid by the District of Columbia? 

Mr. Demaray. That is correct, sir. All of it is repaid. 


1952 FUNDS NECESSARY FOR PROJECT 


Mr. THomas. How much do you want next year for that purpose? 
Mr. Demaray. One hundred fifty-five thousand, which covers three 
small items. This amount is approved by the District Commissioners. 


TIME NECESSARY TO FINISH PROJECT 


Mr. Tuomas. How long will it take you to close up this item and 
finish it out, at the rate we are going now? 

Mr. Demaray. It will take a pretty long while at the rate we are 
going, sir. 

Mr. Tuomas. We have been working on it about 24 years. 

Mr. Demaray. Pretty close to that. 

Mr. Tuomas. Anybody’s guess is as good as the other fellow’s. It 
will take another 8 or 10 years to wind it up; is that right? 

Mr. Demaray. At the rate we are going; yes, sir. 

We have acquired, as you have been told, I am sure, a number of 
times, the unimproved properties. We are now faced with the 
problem of providing playgrounds in the downtown improved areas 
where they are needed, really, more than they are anywhere else in 
the city. 

Mr. Tuomas. Gentlemen, this is a slow process by the nature of 
things. I do not know whether you could speed it up or not. There 
are a good many contingencies you do not have control over. 


ADMINISTRATIVE EXPENSES 


Could we cut this administrative cost about 33% percent, and get 
along and keep on plugging along? I know you are all rendering a 
service here for which you do not receive compensation, and it is 
pretty hard on you gentlemen. 

Mr. Demaray. As I understand it, this year we are asking for 
$29,000, for personal services which is the limitation in the act. We 
will do with $29,000 for all the purposes here. 

Mr. Tuomas. How many paid people do you have on your staff? 

Mr. Demaray. There is a limitation in the appropriation for 
$29,000, which the committee put in last year. We are keeping our 
expenses to $29,000 for a full-time staff of five. 

Mr. Tuomas. I think you have about $40,000 altogether. 

Mr. Demaray. There are other expenses. 

Mr. Tuomas. $29,000 is salaries and the other $11,000 is for the 
other objects. Can we not reduce this whole thing to about $25,000 
or $30,000 and keep operating without crippling the functions or the 
activities of the Commission? 
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Mr. Demaray. Well, I do not want to say that we could. I 
realize the circumstances. 

Mr. Tuomas. I doubt if there is any group in an area of 50 or 75 
miles from this spot where we are now sitting which knows as much 
about real estate as this group does. 


Reau Estate Conpitions in Capitan AREA 


What is the general real-estate picture in this section of the country? 
How much more is it going up? You do not have to tell me that it is 
not going down. 

Mr. Demaray. Well, Mr. Nolen will have to answer that. I am 
sure he could do so better than I. 

Mr. Noten. Mr. Chairman, I have here a map which we have just 
completed showing existing land use, as of 1950, in the Washington 
area, prepared from aerial surveys, atlas maps, real-estate subdivision 
plats, and so on. It shows the extent of development in the Wash- 
ington area. It is right up to date. 

As we will show a little later, this growth is enveloping all the pro- 
posed stream valley parks in the suburban area that heretofore have 
been more or less out in open country. That is, that was true up 
until the war and postwar period. Now they are being rapidly en- 
circled. 

COMPARISON OF LAND COSTS, 1940 AND 1951 


Mr. THomas. What are your land costs today on a comparable basis 
with 1940? 

Mr. Nouen. Two or three or four times as much. 

Mr. Tuomas. I guess that same proportion holds good for the 10- 
vear period prior to that. You have no reason to anticipate that that 
increase will not hold good from 1950 to 1960, do you? 

Mr. Nouen. We feel that the rise is a permanent one. We have 
bought land in the District of Columbia 10 or more years ago for 
$500 an acre. 

Mr. Tuomas. What is it worth now? 

Mr. Nouen. Then it was $200 an acre outside the District, on the 
George Washington Memorial Parkway, and $500 an acre in the 
District. We cannot do that today, of course. Prices now range 
upward from $500 to $1,000 or even $2,000 an acre in Maryland. 

Mr. Tuomas. In view of this increased land cost—and certainly it 
is going to keep on increasing—how essential do you think it is for the 
continuation of this program? One of your programs is about two- 
thirds completed. One is about eight-tenths completed. The other 
is about one-sixth completed? 

Mr. Demaray. Yes. The parkway is about that. 

Mr. Toomas. What is your thinking on that, gentlemen? 

Mr. Nouien. We think it is possible, with reasonable annual appro- 
priations, to complete all the essential elements of the scheme that 
was laid down 20 years ago. We are prepared to show you, if you 
wish, in detail how that can be done. It is essential to have something 
each year. That is the reason we are before you this year. Our 
budget estimates have been scaled down to the minimum. 

Mr. Tuomas. Does your statement there represent a unanimity in 
the Commission itself, the thinking of everybody? _ 
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Mr. Demaray. Yes, sir. 

Mr. Tuomas. Is there any divergence of opinion among you 
gentlemen? 

Mr. Demaray. No, sir; not in the Commission itself. There has 
been none. 

Mr. Noten. Furthermore, Mr. Chairman, our program is supported 
by the Maryland and Virginia local people, who are closest to what is 
going on. 

Mr. Toomas. The Maryland and Virginia gentlemen are of one 
mind on this proposition, too, about the continuance of it? 

Mr. Noten. | think you will see later that they are very, very 
strong for it. 

Mr. Tuomas. Mr. Reporter, all the gentlemen are nodding their 
heads “Yes’’; and let the record so show. 


TRAVEL EXPENSES 


Mr. Yares. Is your travel item used for local travel in and around 
the city of Washington, or is that for trips throughout the country? 

Mr. Demaray. No. 

That is for the travel of the appointed commissioners, the ones ap- 
pointed by the President, to travel to and from their homes. The out- 
of-town members consist of Mr. Fred Bigger, the chairman of the city 
of Pittsburgh Planning Commission; Mr. Greensfelder, a member of 
the planning commission of St. Louis; Mr. Robinson, a third member 
of the commission who is here in Washington; and the President has 
not appointed the fourth member at the present time. 

Mr. Yatrs. How frequently does the Commission meet? 

Mr. Demaray. It meets at least 10 times a year. 


OTHER CONTRACTUAL SERVICES 


Mr. Yates. What items are encompassed in your 07 justification, 
“Other contractual services’’? 

Mr. Demaray. Those items include-land appraisal work done by 
independent appraisers. 

Mr. Yates. These are fees? 

Mr. Demaray. They are fees. Also, that includes the real property 
title examinations, real property survey work which we have to have 
done, and also stenographic reporting services of the Commission’s 
meetings, and miscellaneous services performed on a reimbursable 
basis. We have reduced at least 25 percent the amount available for 
1951 for other contractual services. 


LANDS AND STRUCTURES 


Mr. Yates. With regard to lands and structures, what structures 
are those? Are those the roadways themselves, or the buildings? 

Mr. Notre. That is a budgetary term. 

Mr. Demaray. We have no:structures. 

Mr. Notre. That is merely a budgetary term. 

Mr. Yares. It is just the land that you do own? 

Mr. Demaray. Yes, sir. 

Mr. Nolen would like to make reference to this comprehensive 
report, for which the committee gave us $20,000. 
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ORIGINAL REQUEST SUBMITTED TO BuREAU OF THE BupGeT 


Mr. Corron. How much did the Bureau of the Budget reduce your 
request? 

Mr. Noten. More than $1 million. 

Mr. Corton. You do not have the exact amount? 

Mr. Nouen. Just a moment, sir; $1,795,000 below one original 
request, later amended. 

Mr. Corron. That was the reduction? 

Mr. Nouen. Yes, sir. 

Mr. Corron. $1,795,000? 

Mr. Nouen. Yes, sir. 

Mr. Corren. For what purpose were those requests made that 
the Bureau of the Budget did not approve? 

Mr. Nouen. Well, sir, they were for two of the three items which 
Mr. Demaray has presented. 

I believe the George Washington Memorial Parkway was allowed 
$200,000. That is all we asked for there. 

The item under section 1B of the Capper-Cramton Act was reduced 
from $1,941,700 to $795,000. 

Then under section 4, which is for the District parks and play- 
grounds, that was reduced from $803,300 to $155,000. 

The reasons varied on those reductious, if I may say so. In the 
case of the items under section 1(b), in Maryland, both Commissions 
agreed at the budget hearings to reduce our request to $1,114,000 
because the Maryland bond authorization was insufficient in some 
respects, and they would have had to go back to the legislature to get 
the authorization increased. As such action could not be anticipated, 
the estimates were pared down to come within the existing author- 
ization. The reductions actually made by the Budget Bureau were 
to conform with general policies and to include only acquisitions of 
extreme urgency, I believe. 

Mr. Corron. Did the Bureau of the Budget make any reductions 
in your requested operating expense? 

Mr. Noten. I believe there were some, yes. I would like to point 
this out: We have the minimum staff to operate any kind of a program. 
We could operate a larger program with the same staff. There might 
be some increase in items for title search, surveys, and so on, because 
of the larger land program, but so far as the staff is concerned we are 
down to rock bottom to perform the different functions that are 
required. That has been our experience over a long period of years. 
This amount is as low an operating expense, I think, as you would 
find, allowing for statutory salary and incidental acquisition increases 
that have come about over the years, since the Commission began 
work actively on the Capper-Cramton land program. 

Mr. Corron. Did I understand from your testimony in answer to 
the questions of the chairman that with the exception of your regular 
operating expenses all your outlay requested for this coming fiscal 
vear has already been obligated by contractual obligations? 

Mr. Noten. No. Only our present funds under sections 1 (a) 
and 1 (b) now available. We still have a small balance for the 
District projects that we are working on. 
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ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Excuse me for just one question. 

Is your administrative expense borne by the contributions in an 
equal proportion, as set out in the act for the purchase of land, or is 
that Federal funds altogether? 

Mr. Nowen. It is Federal funds to a certain extent. The reason 
for that is that by and large they are expenses that must be incurred 
in advance of the agreements, and are necessary to prepare for the 
agreements. There are surveys, appraisals, and all of that which 
have to be made in advance of the signing of an agreement. 


BREAKDOWN OF PURCHASING ACTIVITIES BY YEARS 


Mr. Tuomas. I think it would be helpful at this point in the record 
if you would give a detailed account of the activities under your three 
purchasing sections by years. Please give us how much you have 
spent in each one of the years from the beginning of the act right on 
down. 

Mr. Demaray. We can do that for the record, sir. 

Mr. Tuomas. And have another column showing your unexpended 
balances of those funds, if any. In other words, that will be in the 
form of a trust account. Let it show in a separate column. 

Mr. Nouten. We have that all prepared. 

Mr. Demaray. We will put that in the record. 

(The information is as follows:) 


Appropriation authoriz ations one appropriations and allocations under act of May 
, 1930 (Public Law 284) 


See. 1 (a)—for establishment of the George Washington Memorial 
ok RE Oe Se SRO ee ae Cnet ee ete Gay mee ey Soy Lee nk ne $7, 500, 000 
Appropriate .d and allocated fiscal year: 
1931_ CF po Oe aay SO Hen ae eR RE Rage gh $237, 700 
Ses ich downs PR cid uinid akwek caeeloWanw oud x 200, 000 
RR 2 ee es we ows wines ee 150, 000 
es Le a sie inp Dil Riaetcagiand th wie sieaick teibe uckpur 250, 000 


I ge et aka has a fo a de eh Ren he hice hes Mag pate 200, 000 
Eee Se een ti en eee eee 200, 000 
tiers: A 287; 700 
Waannrenristed BARROS. . Woe. oes oo ho deci ce ah d 6 262, 300 


See. 1 (b)—for extension of parkway system into nearby Maryland_ “4 500, 000 
Appropriated and allocated fiscal year: 


Binet kegs, Gagne ates Scie rete hae $803, 800 
Raa RET Si ch Rane Te 200, 000 
lal 2 Bi aE tees 208 Sika cnet ead | 300, 000 
EERE EEA EE CER aS Bi i od ETS 200, 000 
OME... oxchbukciell. cid edateddecuaeee 2 159, 000 
RIS 5. 2s ci iiek tae ies is eee ee eae aes ee aad 498, 000 
A a oe ee ere 1 397, 500 


———-_ 2, 558, 300 





Unappropriated balance... ........................ rs 1, 941, 700 
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Appropriation authorizations and appropriations and allocations under act of May 


29, 1980 (Public Law 284)—Continued 


Sec. 4—for extension of the park, parkway and playground system 


in the District of Columbia 


Appropriated and allocated fiscal year: 


1931 


Unappropriated balance 


! Excluding rescission of $83,000. 


2 Excluding rescission of $42,000; under sec. 1214 of Publie Law 759. 


Sec. 1 (a), act of May 29, 


Less 
Less 


by 


$3, 958, 500 
800, 000 
200, 000 
893, 700 
625, 000 

1, 000, 000 
850, 000 
850, 000 
740, 000 
398, 994 
867, 750 

79, 000 
241, 000 
197, 000 
2 202, 000 






__$16, 000, 000 


11, 897, 944 


4, 102, 056 


APPROPRIATIONS AND ALLOCATIONS, EXPENDITURES AND BALANCES 


Fiseal year 


Total 
amounts 


amounts 


Virginia and 


covered 
executed agreements - - 
reserved 
match $50,000 contribution | 
Arlington 


by 


to 


County to be made July 1, 
1951__. 


Total 


| 576, 463. 6° 


Balanc 


| 


Parkway 


| 
| 


Expended 


vay 


forward 


$128, 093. 94 3, 500.00 | 
124, 593. 94 56, 510. 30 | 
67, 860. 71 | 24, 640.15 
42, 393. 28 200, 000 14, 275. 00 
224, 940. 32 | 
222, 609. 01 : i aoa 
221, 139.3 150, 000 4, 000. 00 
356, 850. 09 131, 416. 50 | 
217, 228. 3 250,000 | 42,808.00 | 
420, 947. 56 | 200, 000 41, 039. 00 


| 561, 628. 


466, 618. 


| Appropria- 
| tions and 
| allocations | 


Land 


Adminis- | 


trative 


and other | 


expenses 


Total 


460, 001. 26 | 


27, 630. 9 
592, 423. £ 
591, 409. : 


1 Includes basic surveys of entire project. 


200, 000 34, 
20, 


, 237, 700 


534, 


927. 89 


, 050. 00 | 


055. 35 
243. 45 


31, 395. 09 


513. 87 
723. 01 
991. 67 


O89, 28 


678.17 


=o 


tn 


ww o = 








$109, 606. 06 


3, 500.00 | 


1930, for extension of the George Washington Memorial 


Unex- 
pended 
balance 


$128, 093. 94 


124, 593. 94 
6 


222.93 | 56, 733. 23 7, 860. 71 
827.28 | 25, 467 42, 393. 28 
177. 96 17, 452. 96 224, 940. 32 
331.31 | 2, 331.31 22? 609. 01 
469. 70 1, 469. 70 221, 139. 31 
28, 22 14, 289. 22 356, 850. 09 
205.25 | 139,621.75 217, 223. 34 
472.78 46, 280. 78 $20, 947. 56 
444.93 44, 483. 93 576, 463. 63 
784. 74 14, 834. 74 561, 628. 89 
4 95, 010. 79 466, 618. 10 

3¢ 6, 616. 84 460, 001. 26 

3 32, 370. 32 427, 630. 94 

) 35, 207. 43 592, 423. 51 

( 2 | 1,014. 13 591, 409. 38 
924. 31 22, 915. 9S 568, 493. 40 
35, 117.32 | 669, 206. 60 568, 493. 40 
a — 505, 719. 26 


50, 000. 00 
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Section 1-B—Act of May 29, 1930, for extension of parkway system into nearby 





















































Maryland 
Expended 
s Appropria- + 
ne ‘ Balance pest sas Unexpended 
Fiscal year forward tions and Advances Adminis- belance 
allocations |‘. 44 con- |_ trative Total 
tributions and other ; 
expenses 
SEA S682) Sn 
= so Sachtaepe nieve halide dlchs bas whe sotidiiaabe $803, 800 | $642, 000 |$1, 630.55 | $643, 630. 55 $160, 169. 45 
De ivdcicnekecunccu dh eie 
a Sea ee  & § yee | 63, 000. 00 97, 169. 45 
Re RA RIN iE eae aie 3. 3} eae kh | 72, 000. 00 25, 169. 45 
RRs OS BR a Be 25, 169. 45 ink taveowt 15, 000 |........-.- 15, 000. 00 10, 169. 45 
ERE ERE PRT 10, 169. 45 200, 000 ky eA 9, L00. 201, 169. 45 
PE ncckdcwkssnaanbenwargsbnwe 201, 169. 45 Maha Tio EE RE: abs KEE a Ae 3 ae 201, 149, 45 
., ae mp évihaluntaanianen donnie ttk 201, 169. 45 300,000 | 198,000 |.......--- 198, 000. 00 303, 169. 45 
i sciititasnegtsnaptin Ca ae Lgtinninnds 303, 169.45 |_..........- 162, 000 |.........- 162, 000. CO 141, 169. 45 
DI csutsisdsgocres vines Uicaalebuks gumsnaamaan | 4 | St ae eee: 48, 000. 00 93, 169. 45 
SS RHE I ES 93, 169. 45 200, 000 90, 000 37. 08 90, 037. 08 203, 132. 37 
ES at Se te a ett SE Sos Sil aaaneihcocenca onan 520. 00 520. 00 202, 612. 37 
SERS s es FSR Ee IS , |. ee enone 199, 500 583. 80 200, 083. 80 2, 528. 57 
SRE Ee eer |, ESRC EEG. SRS IES SNe eon, 6h 2, 528. 57 
REND ARES ST EI ee <2 See Aaa 465. 23 465. 23 2, 063. 34 
aS RS ESF Ct PN bs éne hina 15. 04 15. 04 2, 048. 30 
A ete ee 9S as BReNeet: Die Pinte! 2, 048. 30 
st Se ie oe es 2, 048. 30 | 8 RIT 22 Ppa) ORD Seren te 161, 048. 30 
Mi inttihsn ests &ucicenecdsanedeal 161, 048. 30 | |e 275. 09 275. 09 658, 773. 21 
Po acasalaennesitteinehannes | 658, 773. 21 radi net, SORE Dapelnaiins MA Camelia hae 1, 056, 273. 21 
| REIS TEA Utescuisasne | 2,558, 300 |1, 498, 500 | 3,526.79 | 1, 502,026.79 | 1,056, 273. 21 
Less agreements executed Feb. | 
12, 1951..... RE OR ee = ltede ical AE. SEL EEE Pea: —724, 500. 00 
331, 773, 21 
Reserved for agreement under | 
iiss eee |--~-----=--- |--=----a---- SSS aera een —331, 773. 21 
, | eens blo iPighinetieas Ae I | i icioiicannsp one TERARM AE | RELA Richs' ENE eee ee 
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Sec. 4, act of May 29, 1930, for the park, parkway and playground system in the 
District of Columbia 
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Expended 
Appropri- | Unex- 
Fiscal year aoe —— and Adminis- pended 
allocations trative and r balance 
Land tar ex. Total 
penses 
| Se | | 
OE SS Ee es TR DNS a | $3,958, 500 | $1,117, 913 $20,000 | $1,137,913 | $2, 820, 587 
DG ne ee a oe a 1, 689, 330 40,000 | 1,729,330 | 1,091. 257 
1933_._..- Se RG iat, fie ko 2 eee 516, 462 28, 819 545, 281 | 545, 976 
SESS ay ae 545, 976 | Ne aR 79, 278 8, 352 87, 630 | 458, 346 
| SRS RESS Eat” pee Coen -| 119, 434 7,467 | 126, 901 | 331, 445 
1936 Licwsinedaechpacsth eee 000 585, 583 15, 557 601, 140 | 530, 305 
Sa | 530, 305 | 200, 000 408, 442 26, 147 434, 589 | 295, 716 
eee ae 295, 716 893, 700 426, 174 _ 38, 792 459, 966 | 729, 450 
1939. __....| 729,450 | 625,000 | 438,153 | 57,622 | 495,775 | 858, 675 
Deposit of unexpended | | | 
REESE a, sibel’ . 
1940........_............ 887, 512 | 1,000,000. 
Deposit of unexpended | i 
balance awn eeae 
wee esccees 
19M]. 748755 | 850,000 | 898,585 | 37,014 | 935,509 | 
1942.____.. __..| 658,156 | 850,000 859, 661 40, 322 899, 983 | 608, 173 
RN SvivntaniSeaassd :< ORE Ly ed. Se ae 24, 812 | | 297,086 | 311, 087 
RES chia GahelPaaiicioiicl 311, 087 |. 105, 460 | 17, 335 | 122, 795 | 188, 292 
rae 188,292 | 740,000 | 123, 139 | 25, 218 148, 357 | 779, 935 
1946 : 779, 935 393,994 | 331, 054 23,835 | 3.54, 889 | 819, 040 
1947 819,040 | 867, 750 | 5 27,192 | 321,543 | 1,365, 247 
1948... e | 1,365, 247 79,000 | _ 30, 364 | 423,116 | 1,021, 131 
1949. ‘ euil 1,021,131 | 241,000 | 81,207 | 862,727 | 699, 404 
Less refund by District of | | E | 
Columbia government i ie | cut: Raa +92, 2, 831 
— _ a —— = += —— — a —— | ———-- — + —-_— — 
m eine | ie 792 235 
a ie ce enc aclinnccucabas a ---| 197, 000 mt, 603° “510, 008" 479, 227 
eae _...-| 11,698, 944 | 10,654,198 | 561,153 | 11,215,351 | 479, 27 
U gy ited obligations June | | } 
CPS AE ae eee Se CREP SERS Saar re ree Oe eed Jian hinletes ee oeeA 167, 309 
|— ee —- -- —--— ——-- -—— —_——_-—— _ —_——. —— 
EG Tee Semted? THOSE SORES Ries Terie aie 
' ' | 








EXPLANATION OF TABLES 


The year-by-year breakdown of administrative costs in relation to actual ex- 
penditures for land is not a comparative relationship for two primary reasons: 

(1) Administrative costs such as surveys, appraisals, title research, frequently 
fall in different fiscal years than the payment for the land. Sometimes these may 
precede by several years land acquisitions which cannot be consummated promptly 
because of legal or financial arrangements and delay in concluding condemnation 
proceedings. 

(2) The proportion which administrative expenses bears to capital expenditure 
is also altered by the fact that in the case of acquisitions under section 1 (a), the 
value of the contribution is not indicated. To secure this contribution may in- 
volve negotiations and expenditures extended over many months in advance of the 
execution of an agreement, thus reflecting an administrative cost without its 
counterpart in capital expenditure. 


VALUE OF ORIGINAL AUTHORIZATION 


Mr. Puaiuurres. How much was the total of your original authori- 
zation? 

Mr. Demaray. It was $16 million for within the District of Colum- 
bia. 


80203—51—»pt. 1——-31 
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Mr. Puiuuies. What is the $44 million authorization? 

Mr. Demaray. The $4} million authorization was for section 1 (b). 

Mr. Puiturrs. That is for the purchase of park areas to extend the 
park system exclusively? 

Mr. Demaray. Yes, sir. 

Mr. Puriuuips. Outside of the District? 

Mr. Demaray.. Yes, sir. 

Mr. Noten. In Maryland. 

Mr. Puitures. What is your total authorization for A, B, and C? 

Mr. Demaray. $7 million plus $4}million plus $16 million. 


EXPENDITURES OF ORIGINAL AUTHORIZATIONS 


Mr. Putiurrps. How much of that have you already exhausted? 

Mr. Demaray. Of the $7% million, $1,237,700. Of the $4% 
million, $2,558,300, and of the $16 million $11,897,944. 

Mr. Puiturrs. What was your total for the three items? 

Mr. THomas. $27,500,000. 

Mr. Puruuips. $27,500,000, including 1952? 

Mr. Tuomas. That is the total for all. 

Mr. Puiturrs. My point is that you only had $27 million total 
authorization. You could not have exhausted $27,500,000 before 
this year. 

Mr. Tuomas. Excuse me. I thought you were talking about the 
total authorization. 

Mr. Puruurps. That is about $27,500,000. 

Mr. Tuomas. Yes, sir. 


REDUCTIONS OF 1952 ESTIMATES BY BUREAU OF THE BUDGET 


Mr. Puiuurps. You asked the Budget for about $3 million plus 
this year, and they reduced you to $1,150,000? 

Mr. Demaray. That is correct, sir. Requested $2,945,000. 

Mr. Puiturres. When the Bureau reduced you, did it tell you the 
sections from which to make the reduction? 

Mr. Demaray. One section was for the District of Columbia, 
where we had asked for a larger sum, which they reduced to $155,000. 
That was due to the Commissioners’ recommendation, the Commis- 
sioners having to repay the full amount. The Bureau of the Budget 
asked the Commissioners their advice as to what amount should be 
allowed. The Park and Planning Commission had recommended a 
larger sum. 

LAND ACQUISITION 


Mr. Puruuips. Under item (b) “Land acquisition,’’ you have been 
using that money principally to buy up pieces of property beyond 
the extent of the present park system, where you thought there might 
be an increase in the price of land; is that right? 

Mr. Demaray. They have been buying principally in the stream 
valleys, by units in these stream valleys. These are areas that are 
outside of the District of Columbia, the ones marked in green on this 
map. 


ieee ier os 


ip Bsa MBS RETIREE BE 


aan cc ee Act eee a 











ye 









eC 





jie 


Lf WARSI REL RC Malia 


Fe Bt ae et EY Or ee ee 











Nese, 


481 


Mr. Puiuirs. Is that for water protection, or for recreational 
facilities? 

Mr. Demaray. Well, it provides both, sir. 

Mr. Puituips. You do not have the problem of water protection 
down here that we have in my State? 

Mr. Demaray. Well, we do have a problem. I know that, though. 

Mr. Tuomas. Mr. Phillips, if | may interrupt, a question comes to 
my mind: Out of your three programs, two of which are outside the 
District of Columbia, with a total authorization of $4.5 million and 
$7.5 million out of the District of Columbia, to finish out the program 
how many acres of ground would that money actually buy? 

Mr. Puiuuirs. I guess Mr. Nolen would be able to answer that. 

Mr. Tuomas. It would buy precious few at these prices, would it 
not? 

Mr. Noten. Enough, sir. We have had to scale the original pro- 
gram down, as I know you must readily see, because of higher costs. 

In this report on open spaces which was recently published we give 
what has been acquired, what is being acquired, and what remains to 
be acquired for each of our different authorized programs. The figures 
are here and I would like to insert them in the record, if I may. 

Mr. Tuomas. Read them in the record. 

Mr. Nouen. They are in tabular form. 

Mr. Tuomas. It will be an acreage, when you get outside the 
District of Columbia. 

Mr. Nouen. That is correct. 

Mr. Tuomas. How many acres of ground would you be able to buy 
under your present authorization to finish out those two programs of 
parkways outside the District of Columbia? 

Mr. Nouen. Well, under section 1 (a), the George Washington 
Memorial Parkway, in round figures, there have been something like 
4,000 acres acquired or being acquired. That is what this one- 
million-two-hundred-thousand-odd dollar expenditure was for, aug- 
mented by certain Federal properties that were blanketed into the 
parkway. There are about 2,900 acres to be acquired. 

Mr. Tuomas. That is 6,900 acres. 

Mr. Nouen. That is a total of about that; yes, sir. 

Mr. Tuomas. That will finish out your total program? 

Mr. Noten. That will finish out the total program. 

Mr. Tuomas. That is a lot of land, at that. 

Mr. Noten. That includes things like the Mount Vernon Memorial 
Highway, militiary reservations, C. & O. Canal and so forth. 

Mr. Tuomas. What about your other program outside the District? 

Mr. Nouen. Under section 1 (b), other parks acquired or being 
acquired are some 1,900 acres, and remaining to be acquired 7,500 
acres. I.would be glad to show you on the map the location of those 
areas. 

Mr. Tuomas. That is a lot of land, That is 9,400 acres there. 

Mr. Puiturrs. Mr. Nolen, do you want to put that in the record? 

Mr. Nouen. Yes; I would like to insert this table if I may. 

(The table is as follows:) 
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Extract from Monograph No. 4, Open Spaces and Community Services, a portion 
of the comprehensive plan of the National Capital and its environs—Regional 
parks— Summary 





George Washington Memo- 
rial Parkway Other parks 





Total, all 
i Re- Ac- | Re- otal, a 
—— ma.n- quired | main- parks 
j ing to or being} ing to 
ete: ac- ac- | be ac- 
quired quired | quired 














| Acres 
Maryland | 2,031. 97 i ,875 | 7,539 | 9,414 
C. & O. Canal to Great Falls__.._.____- | 398.53 3. | 

; 1,727.37 | 2,028 


on 








Virginia........... icine wikhekond smith easais wlan 








Grand total in Capper-Cramton 


Act (June 1950). ............... |---------- | 








Mr. Puiturrs. Who is here from Maryland this year? Is there 
anybody here from Virginia? 

Mr. Demaray. There is no one here from Virginia. 

Mr. Puruurps. Mr. Lee who was here last year is not back? 

Mr. Demaray. No; he is not here. Mr. Smith is here. 


LocaLt TAXATION IN MARYLAND FoR ParKway Costs 


Mr. Pures. I will ask Mr. Smith the same question that I asked 
last year: What is the present balance in the Treasury of Maryland? 

Mr. Sir. In the State Treasury? 

Mr. Puruuips. The State Treasury. 

Mr. Smrru. I did not come prepared with that figure. I can get it. 

Mr. Puruuips. My point was that we have a deficit on this side of 
the District line. I wondered if you did not think that the benefit 
which Maryland was getting from this program would justify reducing 
the Federal part of the appropriation. 

You will agree that Maryland is getting a benefit from this? 

Mr. Suir. Well, Maryland is getting the same benefit that the 
Nation’s Capital is. Maryland is already paying two-thirds of the 
cost. That does not come out of the State treasury, but that is raised 
by local taxation. 

Mr. Puiiuires. You mean, what we would call a special district in 
California? fe 

Mr. Smirn. A regional metropolitan park district; yes, sir. 

Mr. Purtuips. What is the tax rate? 

Mr. Smirxu. Well, a special tax is levied for these park acquisitions. 

Mr. Puiturs. How much? 

Mr. Smiru. Seven cents on the portion of that district within 
Montgomery and 5 cents on the portion of that district in Prince 
Georges County. 

Mr. Putuuips. Is that a tax on land value? 

Mr. Smiru. Yes, sir. Maryland is really paying two-thirds of the 
cost, and we feel that that is certainly a fair basis. That is what 
Congress felt, of course, in enacting the Capper-Cramton Act. 

Mr. Puiuurps. As I drive outside of the District limits into Mary- 
land I see a lot of buildings going up that I suspect are beneficial to 
Maryland. 
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Mr. Smitu. That is being debated somewhat, as to whether it is 
beneficial to Maryland. Of course, you are referring now to the 
Federal installations? 

Mr. Puruuirs. I really had in mind the apartments. 

Mr. Smiru. There is also a debate as to those. 

Mr. Puttuirs. The single and multiple buildings going up out there. 

Mr. Smiru. It is building up at a very, very rapid rate. 

At this point I would like to put into the record, if I may, a very 
simple tabulation showing the estimated assessable basis and popula- 
tion in the total area, divided by counties. 

In 1930 it was only $89 million, leaving off the odd figures. In 1940 
it had nearly doubled, to $166 million. ‘The 1950 figure is $444 million. 

This tabulation, which I will hand to the reporter and ask be 
inserted in the record, shows that breakdown between the portion of 
the two counties located within this taxing district. 

(The document is as follows:) 


Estimated assessable basis—Maryland- 


Estimated population—Maryland- 
Washington metropolitan district 


Washington regional district 





Prince 
Georges Total 
County 


Prince 
Georges Total 
County 


| 
Montgomery | 


Montgomery | 
County 


County | 


| 
a nce: 
| 
| 





| 
--| $283, 561,030 | $161, 179,149 | $444, 740,179 | 130, 800 161, 726 292, 52 
--| 111, 132, 485 55, 563, 765 166, 696, 250 | 63, 600 62, 750 126, 3: 
a 54, 526, 270 35, 163, 481 89, 689, 751 1 29,540 1 31, 322 1 60, 














1 seeivioetinn district wadiiiation: 


POPULATION 


Mr. Smiru. The same increase has occurred in the population. 
In 1930 the population, for example, of the whole metropolitan 
district, was 60,862. In 1940 it was 126,350. That is more than a 
100-percent increase. 

Mr. Puiuurps. You are not contending, though, that Maryland has 
not benefited from that increase? 

Mr. Smitu. No, sir. I am just citing these figures to show what 
you have referred to, and that is the tremendous development which 
is really jeopardizing these park acquisitions and making them more 
costly if they are deferred. 

In 1950 the population was estimated at 292,526, which again is a 
great increase. 

COST DIVISIONS 


Mr. Puitups. I do not think this subcommittee is necessarily 
suggesting deferring this. 

Mr. Smirn. Yes. 

Mr. Puiuirs. It is just suggesting that since the Federal Govern- 
ment has no money and the State governments have balances in 
their treasuries, that maybe the States should carry some of the load 
which in the past they have expected the Federal Government to 
carry and which the Federal Government has been willing to carry in 
the past. 

Mr. Smiru. The point is with respect to this unique situation, that 
the park system for the Nation’s Capital inevitably extends into 
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nearby Maryland and into Virginia. The State of Maryland has 
been paying two-thirds of that cost, and only one-third is a grant 
from the Federal Government. We feel that that is certainly an 
equitable distribution. The Federal Government is tremendously 
interested, it seems to us. We are only here assisting the National 
Commission with respect to this appropriation, but we feel that the 
Federal Government is tremendously interested in the establishment 
of this park system and in its development as contemplated by the 
Capper-Cramton Act. 

In addition to paying the two-thirds, the State of Maryland, actin 
through our commission, as a State agency, has allowed the Feder 
Government to locate these various park areas as an extension of the 
District parks. That is further consideration from Maryland in 
— to the two-thirds of the money for which we are taxing our 
people. 

GrorGE WasHINGTON MEMORIAL PARKWAY 


Mr. Purturps. Mr. Nolen, what is the situation with regard to the 
— Washington Highway? Do you have anything to do with 
that? 

Mr. Noten. Yes, sir; that is handled directly by our Commission. 

Mr. Puitures. Do you have any money in the budget for that this 
year? 

Mr. Noten. Yes, sir; $200,000. 

Mr. Purturps. You had $200,000 last year? 

Mr. Noten. I do not believe we had anything last year. 

Mr. Puiturrs. You had a carry-over last year and $200,000 this 
year? 

Mr. Noten. Yes, sir. Of the carry-over we have also obligated 
all of it, as indicated by Mr. Demaray earlier. 


CONDITION OF PARKWAY CONSTRUCTION 


Mr. Puriuurps. How far along are they in the construction? 

Mr. Noten. Available funds will approximately finish acquisitions 
on the Maryland side in Montgomery County. The $200,000 esti- 
mate we have in this year is in order to enable us to complete negotia- 
tions which are under way now with the Virginia authorities for the 
matching of that fund, so as to begin acquisitions outside of Arlington 
County in Fairfax. The project is all financed now, so far as the land 
money is concerned, up to the Arlington-Fairfax line. That is, the 
money is in hand and is tied up in agreements which are in the process 
of being consummated. 

Mr. Puitures. Where is that going to go when it gets on the 
Virginia side? 

Mr. Noten. Clear to Great Falls. I have a map here to show you 
that picture. 

Recently authorities from Fairfax approached the Commission on 
that. 


Mr. Puiturrs. Will we have to keep on appropriating money for 
that? 

Mr. Nowen. Yes; just as has been done on the Maryland side, we 
hope. We have obligations to Virginia. We like to treat our friends 
outside the District equally. 
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Mr. Puituirs. Are you not building a road down to Mount Vernon? 

Mr. Noten. Yes. That was years ago. 

Mr. Puiturps. Are you not asking for money for that now? 

Mr. Demaray. There is no money for that here. 

Mr. Puitures. What did you say about the extension of the 
Memorial Highway? 

Mr. Demaray. There are no funds for the extension of the Mount 
Vernon Highway. 

Mr. Puiuures. I thought you testified this morning something about 
the Memorial Highway. Is this the George Washington Memorial? 

Mr. Demaray. The George Washington Memorial Parkway, which 
the Mount Vernon Highway is a part of. It is only for land acquisi- 
tion. There is no money for construction. 


SOURCE OF FUNDS FOR PARKWAY CONSTRUCTION 


Mr. Purtuirs. How much are we going to get ourselves into with 
this Memorial Highway? 

Mr. Noten. To complete it? We will be well within the authori- 
zation. 

Mr. Demaray. You are talking about land acquisition or con- 
struction? 

Mr. Puituirs. Whatever we have to pay for through this com- 
mittee. 

Mr. Demaray. That is land acquisition, through this committee. 

Mr. Noten. Mr. Chairman, we made estimates on this Virginia 
portion some 10 or 12 years ago, before the war. They will have to be 
revised now. In the light of the advances that have taken place I 
suspect they will be at least double. 

Mr. Puitirres. Who thought up this idea of getting some of the 
money from us and some of the money from another committee, so it 
did not look so big? 

Mr. Demaray. Only land acquisition comes before this committee. 
The construction comes as a part of the appropriation of the National 
Park Service. 

Mr. Puiuuips. Are you not also on the District of Columbia Plan- 
ning Commission? 

Mr. Demaray. Yes, sir. 

Mr. Puiuirs. You get some of the money here and some of the 
money over in the District of Columbia Subcommittee, and you get 
some money from Mr. Foley’s Housing Authority now. 

Mr. Demaray. For redevelopment purposes, for planning; yes, sir. 

Mr. Puiuurps. We would like to hire the man who advises you. 

Mr. Demaray. Congress did it, sir. We did not do it. The 
Capper-Cramton Act set up these three sections. 

Mr. Noten. The Capper-Cramton Act was passed in 1930. It 
is the basic act and has worked, on the whole, very, very well. We 
have established a partnership and a relationship with Maryland and 
Virginia that we think is rather unusual. 

They are all part of this fiscal picture in the Washington area. 
The point I wanted to make about this George Washington Memorial 
Parkway, however, is this: you asked me earlier, Mr. Phillips, at the 
beginning of this hearing—or maybe the chairman did—how early 
we got started on these purchases. Virginia was the first State to 
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match the Capper-Cramton Act funds. That was about 1934, I 
believe, and was for the purpose of extending the Memorial Highway 
from the Memorial Bridge on up to and beyond Key Bridge. That 
has been a long, hard pull. It has cost quite a bit of money, and the 
land-acquisition problems have been difficult. The road is now con- 
structed in that parkway. 

Mr. Puiuutps. Is that piece of the road which runs under Key 
Bridge part of this? 

Mr. Noten. That is correct; yes, sir. Just this last year we con- 
summated another agreement with Virginia for completing the park- 
way acquisition on up to the Arlington-Fairfax County line. That is 
this area shown on the plat here in light green. 

The $200,000 which we have in the estimates before you now, is for 
the purpose of initiating acquisitions in Fairfax County. The Fair- 
fax County authorities have indicated they would like to take those 
up with us at as early a date as possible, and as soon as we have funds 
with which to work. 


POSSIBLE CONTRIBUTIONS FROM PROPERTY OWNERS 


I think this will interest you: They have indications from some of 
the larger property owners that they may get substantial contribu- 
tions from those owners in the form of partial dedications to meet the 
requirements of the Capper-Cramton Act. We do not think the costs 
are going to be excessive if we proceed with the parkway now. If we 
delay, and the land becomes more valuable because of adjacent sub- 
divisions, then it may be more expensive. In fact, there have been 
times when we wondered if we were not going to have to abandon the 
project on the Virginia side. 

Mr. Puruurrs. Did you want to put something in the record? 

Mr. Smiru. Yes, Mr. Phillips, I did. I wanted to put in that tabu- 
lation showing the increase of the assessable basis and population. 

Mr. Puitures. That is satisfactory. 


Park, PARKWAY, AND PLAYGROUND SystTeEM IN District oF COLUMBIA 


Mr. Puituirs. Have you done anything in the intervening year 
about the playground in what I call the Chinese Embassy area? 

Mr. Nouen. We have tried to, Mr. Phillips, but the estimates 
that we have submitted have not been approved. I think that was 
brought out in the testimony last year. We have submitted year 
after year estimates for that acquisition. Citizens’ associations out 
there have had indications from representatives of the Chinese 
Government that perhaps some favorable agreement could be worked 
out. 

Mr. Puruurps. Did you take it up with the State Department? 

Mr. Noten. No, sir. 

Mr. Purtuiprs. This committee suggested last year that you ap- 
proach the State Department to see if they would not do something 
for you. 

Mr. Noten. We did not think, in view of the present situation, 
that perhaps we should, and we had no money with which to negotiate. 
The item was included. You asked for the total, and it was included 
in our estimates originally. 
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Mr. Puiturrs. You mean the budget which you asked the Bureau 
of the Budget for? 

Mr. Nouen. Yes. 

Mr. Puriures. Did the Bureau of the Budget know they were taking 
that item out? 

Mr. Demaray. Yes. It was eliminated by the Commissioners of the 
District of Columbia. 

Mr. Puiturres. You recommended it, and you recommended that 
they buy it? 

Mr. Demaray. Yes, sir; we did. 

Mr. Puiturps. You have been recommending it year after year, 
and the District Commissioners have been taking it out because it 
costs money? 

Mr. Demaray. That is correct. 

Mr. Puituirs. Of course, my contention is that the people of the 
District in that area are just as much entitled to a playground as the 
people over on the east side, or in the outskirts. 

Mr. Noten. It is an interesting point, Mr. Phillips. That Cleve- 
land Park section is one of three sections in the District for which we 
do not have what we call a major recreation center. There are 26 
major recreation centers in our comprehensive plan for the District. 
Cleveland Park is one of the 3 out of the 26 that have not yet been 
acquired. 

Mr. Puiturps. Have you any suggestions as to how we can make 
the light break for the District of Columbia Commissioners? 

Mr. Yates, one of the new members of the subcommittee, is on the 
District Committee, so we will put that question up to him. 


MARSHALL HEIGHTS 


I understand you have decided to let my friends in the Marshall 
Heights area retain their homes, which they paid for. 

Mr. Noten. That is right, sir. 

Mr. Puiturps. And have even let them repair them at their own 
expense. 

Mr. Nouen. That is right, sir. 

Mr. Puituips. I am glad to hear that. 

Mr. Noten. We have been watching with a great deal of interest 
their whole program. 

Mr. Puitures. How are they getting along? 

Mr. Noten. I have not been out there recently. I understand that 
some progress has been made, yes. 

Mr. Puituips. Are they able to get loans now? 

Mr. Noten. I do not know what the situation is. Of course, the 
loan situation has changed in this last year, and it may have affected 
them. 

Mr. Tuomas. With regard to this tabulation that we asked for 
awhile ago, that was for your three purchasing subdivisions of your 
act. 

Mr. Demaray. Year by year. 

Mr. Tuomas. Year by year. There will be three columns, to show 
your total authorization for each one of the sections, and then please 
break it down to date as to the unappropriated part. 

Mr. Demaray. Yes. 
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Mr. Tuomas. Then give us the final column showing the total 
amount by years of your administrative expense. 


REPORT 


Mr. Puiturps. Excuse me, Mr. Chairman, I thought you had asked 
about the requested report. ; 

You finally prevailed upon us to give you $20,000 for this report. 
Is this what is coming out now in serial form? 

Mr. Nouen. Yes, sir. 

Mr. Puiturrs. You have issued three books already? 

Mr. Noten. We have issued four, Mr. Phillips. 

Mr. Puruurps. Has one just come out, or have I missed it? 

Mr. Noten. You perhaps have missed it. I am sure there may 
have been some error. All Members of Congress were to receive a 
copy of each report. 

I have a complete set here; I do not know what copy you are missing. 

Mr. Puiuurps. I will make a notation of the names and numbers. 
I am inclined to like your system of putting them out. I think it is 
apt to be read much more widely than if you put it out in bulk. I 
also suspect that it is going to cost more money to put it out in this 
form, Mr. Chairman, than in the bulk form. 

Mr. Noten. I do not think so, the way we did it. 

Mr. Puttuips. Being for many years an advocate of the idea that 
the value of something like this depends entirely upon the number of 
people who read it rather than the beauty of the job itself, I think 
this is a very good job. 

Mr. Demaray. There is an interesting note on that, sir. A large 
number have been sold by the Superintendent of Documents. 

Mr. Nouen. Yes; there have been substantial sales. Of course, we 
have distributed copies, which we have available, to all official agencies 
and officials of the Government. 

I have another set here, of the part dealing with the items that 
are before the committee this morning. That is the report on “Open 
Spaces.”’ I referred to that in my testimony. It has the table that 
was inserted in the record. 

Mr. Putuurps. Is this the order in which they came? 

Mr. Noten. No, sir; the order in which they are numbered in the 
back of the summary report is the correct order. 

Mr. Puiturps. What is the book you have there? 

Mr. Nouen. This is the “Open Space’: report. These are extra 
copies and deal with the subject matter of the estimates we have 
before you this morning. 


AcqvuIsITION oF LANDS FOR PARKWAYS 


Mr. Yates. You buy land by the acre, and you have been doing 
this since 1930, when the act was first implemented. Does that 
mean you send your highways directly down the middle of the land 
which you buy, leaving land on both sides? 

Mr. Nowen. Yes. 
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Mr. Yates. What happens to the portion of the acreage you buy 
that is not used for roads? Is that sold? 

Mr. Noten. No, sir; that is part of the park system. 

Mr. Yates. The reason I ask the question is that when I drive 
along your park system I see some homes almost on the parkway. I 
wondered whether or not, as you completed your parkway, you had 
occasion to sell land to private owners. 

Mr. Demaray. Those areas have been private land, which has been 
built upon close to the parkway, that we have not been able to ac- 
quire. We have had to cut down the width of the parkway. 

Mr. Yates. At those particular points? 

Mr. Demaray. Yes, sir. 

Mr. Yates. In other words, the acreage you do buy is never restored 
to private use? 

Mr. Demaray. No, sir. 


SCHEDULES OF APPROPRIATIONS, VARIOUS YEARS 


Mr. Tuomas. We have with us the Maryland people. We will 
listen just as long as you want to talk. 

Mr. Siru. I would like to leave with the committee schedules 1, 
2,3, 4, and 5. 

Schedule 1 shows the summary of the last four appropriations under 
section 1 (b) of the Capper-Cramton Act, and it breaks it down by 
showing the amount requested, the amount submitted by the Bureau 
of the Budget to Congress, and the amount of appropriations approved 
by Congress in 1949, 1950, 1951, and, of course, this item. It is a 
very simple tabulation. 

Mr. Tuomas. Good. The table that we requested for the record 
starts in 1924. 

Mr. Smiru. Yes, sir. We did not come prepared that far back, 
because we were not in existence in that year. 

Mr. Tuomas. Yes. 

Mr. Smiru. Schedule 2 shows the distribution of the last three 
appropriations approved by the Congress under section 1 (b). 

Schedule 3 shows the appropriation and estimated commitments for 
the fiscal pear 1952, i. e., what we are going to do with this money. 

Schedule 4 shows the comparison of bonded debt with the debt 
limitations in our Maryland enabling legislation. 

Schedule 5 shows the comparison of all appropriations made by 
Congress with the total authorized appropriation under section 1 (b) 
of the Capper-Cramton Act. 

These are very simple tables. 

Mr. Tuomas. We would like to have them. We are even going 
back much further than those you brought with you. 

Mr. Smiru. Yes, sir. 

Mr. Tuomas. We are going back to 1930. 

Mr. SmirH. May those go into the record, Mr. Chairman? 

Mr. Tuomas. Surely. 

(The documents are as follows:) 
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Summary of last four appropriations under sec. 1 (b) of Capper-Cramton Act 


Fiscal year ending June 30, 1949: 
Amount requested by Maryland commission $2, 994, 000 
Amount submitted by Budget Bureau to C ongress__ ace bas 1, 494, 000 
Amount of appropriation approved by Congress - - - - 159, 009 
Fiscal year ending June 30, 1950: 
Amount requested by Marvland commission _ - - - - - -- 
Amount submitted by Budget Bureau to Congress_- are 
Amount of appropriation approved by Congress- -- = pie 498, 000 
Fiscal year ending June 30, 1951: 
Amount requested by Maryland commission _------------- 837, 500 
Amount submitted by Budget Bureau to Congress____-__- ; 500, 000 
Amount of appropriation approved by Congress- - eee BAS 397, 500 
Fiscal year ending June 30, 1952: 
Amount requested by Maryland commission __.- Sgdind 11, 941, 700 
Amount submitted by Budget Bureau to Congress---- -- ie 795, 000 
Amount of appropriation approved by Congress (?) 
1 This amount represents the unappropriated balance of the Commission’s total authorized appropriation 
of $4,500,000.—See breakdown in schedule (5). This amount was reduced to $1,114,000 by request of both 
Maryland and National commissions at the hearing before the Budget Bureau because of the debt limita- 


tion provided under Maryland Law. 
2 Pending. 


Distribution of last 3 appropriations approved by Congress under sec. 1 (b), Capper- 
Cramton Act 

Fiscal year 1949 

Fiscal year 1950 

Fiscal year 1951 397, 500 


Total appropriations_ _. 1, 054, 500 


ALLOCATIONS AND COMMITMENTS FOR EACH COUNTY] 


Prince Georges County: 
50 percent of total appropriations_--_--.......-.-..----------- $527, 250 
Commitments: 
Paint Branch Park, unit No. 1 85, 500 
Sligo Creek Park, unit No. 5 111, 000 
Northwest Branch Park, unit No. 1 330, 000 
Total funds committed__ _ - Spates 526, 500 


Montgomery County: 
50 percent of total appropriations __- _- 527, 250 


Commitments: : 
Sligo Creek Park, unit No. 4 132, 000 
Rock Creek Park, unit No. 4 66, 000 
Little Falls Branch Park (estimated) 329, 250 


Total funds committed_ 527, 250 
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Appropriation and estimated commitments for fiscal year 1952 


Pending appropriation - - - ---. 5 hae ata 
50 percent for each county -__- --- ae ona Fea: 


Prince Georges County requirements: 

Northwest Branch Park, unit No. 2___-—__-_. ; $144, 583 

Paint Branch Park, unit No. 2 Tae ._ 231, 907 

Paint Branch Park, unit No. 3 : 158, 775 

Oxon Tan Park, unit NO. 1. ~~... 253, 396 

Total (estimated) -_—___-_- Sy ale akan Seo : 788, 661 

Montgomery County requirements: 

Sligo Creek Park, unit No. 6 _... $246, 000 

Northwest Branch Park, unit No. 3 is een Se 


Total (estimated)___--—--- pees be z : 421, 000 


Total estimated requirements, both counties - -- ~~~ - ~~ - _. 1, 209, 661 
Excess of requirements over total requested appropriation.._.......- 414, 661 


Comparison of bonded debt with debt limitations set forth in chs. 56 and 57, Laws of 
1947, extraordinary session 


Prince Georges County: 
Debt limitation_________-_-- ie ake ; $1, 250, 000. 00 
Bonded debt payable from proceeds of 5 cents park tax 
as of Feb, 1, 1951: 
Series I bonds_- 184, 000. 00 
Series J bonds. 133, 000. 00 
Series Q bonds 351, 000. 00 


Total bonded debt __- a 668, 000. 00 


Montgomery County: 
Debt limitation _ - - -- _ 2,000, 000. 00 


Bonded debt payable from proceeds of 7 cents park tax 
as of Feb. 1, 1951: 
Series B bonds 49, 000. 00 
Series C bonds_ - 188, 000. 00 
Series D bonds. -__- 84, 000. 00 
Series E bonds__ 26, 000. 00 
Series F bonds_ -_ -_- 64, 000. 00 
Series H bonds ‘ 125, 000. 00 
Series K bonds_ - 270, 000. 00 
Series M bonds___- ; 44, 000. 00 
Series N bonds 88, 000. 00 
Series P bonds- - _- 300, 000. 00 
NWBP deed of trust __- 35, 920. 17 


Total bonded debt ____. 1, 273, 920. 17 


Recapitulation: 
‘otal debt limitation Sa a 3, 250, 000. 00 
Total bonded debt_____-_- sete ee ; ¥ Sas 1, 941, 920. 17 


Balance for which Commission may issue bonds 1, 308, 079. 83 
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Comparison of all appropriations made by Congress with total authorized appropria- 
tion under sec. 1 (b) of Capper-Cramton Act 























Tr IN a NR BE at Ss) $4, 500, 000 
APPROPRIATIONS 
County | Fiscal | Amount 
| 
I FRE REE OE a aL SE NUMA La: 1931 $803, 800 
YEN ARRAS SSRIS SSE OIE ONE NS 1937 | 200, 000 
| TERE EE Sey FS A ne eM EES 1939 300, 000 
i sien Mieeitns ciinhddndihhiemeuknmitiiccinns dobksd ines Sele 1942 200, 000 
50 percent Montgomery... _____- highialbiie tise otk ecwaciinigic ha aa aaaee 1949 | 159, 000 
co pee ETS PRE ON EL IAIN or SIRE PRT RRS 
RR Ait Fg Ee iy Re Me aie Reger SL UR SEE 1950 498, 000 
this cca che werk ee diba hecalatcds Saakidctmicecd Bann cteleic Gh uk ac eae 1951 | 397, 500 
RS | SIL, SR ae URES TAPER EEE Sk Fsbaeee is | 9558, 300 
| 
RECAPITULATION BY COUNTY 
IIT Oh hee sania amioa one aba gbamalibaets os ayae $1, 531, 050 
SEE RTE eI a AE Anes Sisk? EEN (acecs tee 
co RS ARE SAL TE TRIE Fath is ne ERO ce OR LMR UREN MOA UR REE Eas tren Re ee 2, 558, 300 
EE EI LL OLS LT OT PN NEL TPE, AE NT, EL 1, 941, 700 


Mr. Situ. If you are interested we have here, the map showing 
these acquisitions graphically. That is the park system under the 
Capper-Cramton park lands, and the legend hers shows the existing 
park units heretofore acquired, the established park units which are 
in the process of acquisition from existing appropriations, and in red 
the critical areas proposed to be acquired with the 1952 appropria- 
tions. It shows the continuity of the system. 

Mr. Tuomas. Do you have an extra copy of that map? 

Mr. Smiru. Yes. 

Mr. Tuomas. Would you leave one here if you have an extra copy? 

Mr. Smiru. Yes, sir; we will be glad to leave this one. 

I would like to say, in addition, we have here Mr. Cecil A. Eby, our 
Vice Chairman and Park Commissioner. He is here because of his 
interest in the matter. 

Mr. Tuomas. Thank you very much. It is nice tosee youall. We 
know that you have a thankless job on your hands, trying to carry on 
a continuing program like this over the years with a shoestring amount 
of funds. 

Mr. Smiru. Yes, sir. Thank you, Mr. Chairman. 
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Fripay, Fesruary 23, 1951. 


FEDERAL COMMUNICATIONS COMMISSION 


WITNESSES 


PAUL A. WALKER, ACTING CHAIRMAN 

ROSEL H. HYDE, COMMISSIONER 

E. M. WEBSTER, COMMISSIONER 

GEORGE E. STERLING, COMMISSIONER 

FRIEDA B. HENNOCK, COMMISSIONER 

CURTIS B. PLUMMER, CHIEF ENGINEER 

WILLIAM J. NORFLEET, CHIEF ACCOUNTANT 

BENEDICT P. COTTONE, GENERAL COUNSEL 

HARRY PLOTKIN, ASSISTANT GENERAL COUNSEL 

EDWIN L. WHITE, CHIEF, SAFETY AND SPECIAL RADIO SERVICES 
BUREAU 

JACK WERNER, CHIEF, COMMON CARRIER BUREAU 

WILLIAM K. HOLL, EXECUTIVE OFFICER 

ROBERT W. COX, ASSISTANT EXECUTIVE OFFICER 
(BUDGET OFFICER) 

GEORGE S. TURNER, ENGINEER IN CHARGE OF FIELD ENGINEER- 
ING AND MONITORING DIVISION 


Funds available for obligation 





| 
1950 actual 1951 estimate 1952 estimate 


i | -|————- —__—_—— $$$» 


Appropriation or estimate - - ARR RE BP See $6, 729, 345 | $6, 625, 000 $6, 850, 000 
Unobligated balance, estim: mated savings. FE eg TNE ie SN ad 9 ERE Lan ae 
Savings under sec. 1214- Glee heii EA ek tJ Leet ae 2 | —50, 000 


SST COE OG! OA OTEE LET OEE CEL IN 6 729, 331 6! 575, 5, 000 6 5, 850, 000 


Obligations by activities 











Description 1950 actual | 1951 estimate | 1952 estimate 
1. Common carrier activities._.............------- oe $868, 191 | $816, 377 | $836, 445 
2. Applied technical research and fre — allocation .._..-_--| 366, 972 | 376, 856 405, 473 
3. Field engineering and en « Ae ae Kiss iced 2, 471, 698 | 2, 361, 292 2, 534, 280 
4. Safety and special radio services_ Didiarns Savane geeetenstn oe 644, 352 | 620, 635 638, 406 
5. Broadcast activities. ................----.--.-- ; weimwal 1, 092, 522 | 1, 077, 187 1, 062, 038 
6. Executive, staff, and service ELS LEE LEE ES | 1,285,5 596 | 1, 322, 653 1, 373, 358 


NG ia in SERB sie iskesbetinee 6, 729, 331 | 6, 575, 000 6, 850, 000 
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Obligations by objects 


1 
| 
Object classification | 1951 estimate | 1952 estimate 








| 1950 actual 
| 
| 


: ; 1, 389 | , 289 | 
Full-time equivalent of all other positions | 1 | 1 | 
Average number of all employees. _ - idsisdiramkianl 25 | , 248 | 


Total number of permanent positions. - 


01 Personal services: 
Permanent positions . : $6,030,551 | $5,912, 000 | $6, 081, 603 
Part-time and temporary positions 510 | 500 | 500 
Regular pay in excess of 52-week base _- e aah 23, 195 eres 
Payment above basic rates Pe ER ETE a eS ES, 69, 859 | 53, 500 61, 000 
Total personal services 6, 124, 115 | 5, 966, 000 6, 167, 000 
Travel . ne ena ee ee ae ee 84, 428 | 93, 000 105, 000 
Transportation of things oo ag 19, 692 | 19, 700 
Communication services fe ws baa ‘ 148, 533 | 149, 200+ 150, 000 
Rents and utility services = ats ; Rete 63, 949 63, 600 | 50, 000 
Printing and reproduction 7 ; m PEE ae 37, 489 38, 000 | 40, 000 
Other contractual services n _ ait pet ee 61, 642 | 65, 390 72, 000 
Supplies and materials 2 : _| 114, 876 106, 000 | 111, 000 
Equipment. _- : peed A 74, 419 74, 110 | 135, 000 
Refunds, awards, and indemunities_ - . : 188 | - sl ik arta 


20, 000 


Total obligations... _- eee a . 6, 729, 331 | 6, 575, 000 | 6, 850, 000 


Mr. Yares. Chairman Thomas of our subcommittee phoned me 
last night and said he was compelled to attend a funeral this morning 
and would not be able to be with us. So, perforce, I shall conduct the 
investigation. 

Gentlemen, we have the pleasure of welcoming this morning the 
Acting Chairman, Mr. Walker, of the Federal Communications Com- 
mission ang his associates. 

Mr. Walker, will you introduce the members present to the com- 
mittee? 

Mr. Waker. First let me say Chairman Coy is absent on vacation. 
This is the first opportunity he has had to take a very much needed 
rest. It is not a prolonged absence; he will be back early in March 
and be on duty again and will be on duty regularly, any reports to the 
contrary notwithstanding. 

The Commissioners in addition to myself who are here, in the order 
of their service on the Commission, are Commissioner Rosel Hyde, 
Commissioner E. M. Webster, Commissioner George Sterling, and 
Commissioner Hennock. I see Commissioner Jones’ picture back 
here on the wall, but he is necessarily absent today, I understand on 
account of illness in his own family. 

The members of the staff who are here are Mr. Holl, our executive 
officer; Mr. Cox, our budget officer; Mr. Norfleet, our chief accountant: 
Mr. Curtis Plummer, our chief engineer; Mr. Ben Cottone, our general 
counsel; Mr. Harry Plotkin, assistant general counsel; Mr. George 
Turner, engineer in charge of our monitoring service; Col. Edwin 
White, who is in charge of our Safety and Special Radio Services 
Bureau; and Mr. Jack Werner, who is the head of our Common 
Carrier Bureau. 

Mr. Yates. Now, Commissioner Walker, if you have a statement 
for us in connection with your justification of this appropriation, we 
will be glad to receive it at this time. 


GENERAL STATEMENT 


Mr. Wacker. Mr. Chairman, the Commission, working through its 
budget officer and executive officer and other members of the staff, 
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has prepared estimates of appropriations for the fiscal year 1952, and 
this document, consisting of 333 pages, more or less, reviews the work 
of the Commission. It is indexed with a table of contents. It states 
on the flyleaf: 


Transmitted herewith are the estimates and justifications in the amount of 
$6,850,000 for the fiscal year 1952 for the Federal Communications Commission. 


That*is signed by Wayne Coy as Chairman. Then follows on the 
next page the table of contents which lists the witnesses—at least, 
most of them—who are appearing here, and that is followed by a 
summary statement. 

With your permission, I would like to read the statement. 


SuMMARY AND HicH Licut or 1952 Estimates AND JUSTIFICATIONS 


The 1952 budget estimates of the Federal Communications Commission, trans- 
mitted herewith, total $6,850,000. A very small increase is requested in these 
estimates; it is the Commission’s carefully considered judgment, however, that 
there is solid justification for the request and that it is thoroughly consistent 
with the policy of strict economy in nondefense activities. The Commission’s 
defense activities are increased substantially in 1951 and 1952, with commensurate 
reductions in nondefense work. The factual conditions and compelling reasons 
supporting the Commission’s request are outlined in the following few pages and 
set forth in considerable detail in the body of the estimate justifications. 


A. SUMMARY 


The Commission’s budget program and estimates are built on a functional and 
activity basis. The following table shows the average employment and amount 
of money used in 1950, estimated for 1951 from available funds, and estimated for 
1952 for each of the ert functions of the Commission: 


a 1959 actual | 1951 estimate 1952 estimate 


| 


- 

| | | | 

| Average | | Average | Average 

| employ- | Amount | employ- | Amount | employ- | Amount 
ment | ment |; ment 


By object and activity 


| 
I. Common carrier activities - 161.4 
I. Applied technical research | | 
and frequenev allocation 89.4 
III. Field engineering and moni- | 
toring 55.3 
. Safety and special radio serv- 
ices : pte 36.6 | 623,623 | 129.1 | 593,449 129 605, 198 
V. Broadcast activities | 211.9 |1, 020, 644 204. 6 | 1, 001, 960 98. 6 993, 422 
. Executive, staff, and service | | 
activities _ AS oh eee ae 290. , 221, 675 | 277.7 |1, 256, 930 .7 | 1,290. 030 


| $781, 457 5.7 | $795. 338 


| 
| 
| 


$834, O72 145.7 
3 


30, 240 | 68.5 | 337, 180 .5| 354.548 


} 

| 

A. Personal services: ls | | 
\2 


5, 401 422.8 |1,995, 024 8 | 2,128, 464 


Total, sesanema services. __-- 325.0 |6, 125,655 | 1,248.4 (5, 966, 000 , 263.4 | 6, 167, 000 

B. “Other objects’. __- chimed waged! CREED Le --------| | 609, 000 | - ‘ 683, 000 

_ . Total obligations 16, 729, 3° (6, 5 575, 000 ; | 6,850, 000 
Unobligated balance | | 2 a . 

Total, appropriation or estimate__. _| 167 ° 575, b 6, 850, 000 


The problems and workloads facing the Commission have been increasing 
steadily. These increases are brought about both by the general growth in the 
Nation’s economy and by the rapidly increasing importance of electronics and 
communications within the economy. The phenomenal expansion in television 
and in safety and special uses of radio (fire, police, industrial, marine, aviation, etc.) 
are well-known examples. To a considerable degree, of course, this growth is 
outside the control of the Commission. It is true, however, that the Commission, 
through its rule-making, regulatory, licensing, and other functions can and does 
have considerable facilitating or retarding effect on these areas of the Nation’s 
economic and social life. With adequate staff we can be of great value to the 
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Nation; without adequate staff we cannot function properly—and the Nation’s 
economic and social life is adversely affected. 

As a result of reductions in staff over the last few years, the Commission has 
not been able to discharge its functions in an effective manner. 

Over the last few years, because of constantly increasing workloads and decreas- 
ing staff, the Commission has been reduced more and more to the level of “trouble 
shooting” and “‘putting out fires.” We have not had nor do we have now sufficient 
staff available to get at and handle the basic research, policy, and rule-making 
problems which, once solved, would greatly facilitate the handling of current work. 
As long as the Commission must “‘put out fires’ or handle only the work which is 
causing the greatest uproar, we cannot expect to be as effective or as efficient or 
to handle our work in the manner which the public interest demands. It is our 
firm belief that it would be much better economy over a span of even 2 or 3 years 
if the Commission could maintain sufficient staff to handle our difficult basic 
problems so that our more routine work could be systematized and simplified. 


B. DEFENSE 


The Commission’s budget presented in this document is a peacetime nondefense 
budget in that it does not provide the funds and staff which would be required to 
perform vital Commission defense functions in a full-scale preparedness effort. 
It does, however, make a start in that direction in that (a) work emphasis is being 
placed on defense planning and defense operations, such as monitoring, and 
(b) nondefense connected activities are reduced to a minimum. 


Cc. REORGANIZATION 


The Commission is in the middle of a reorganization program. Ever since its 
establishment, the Commission has been organized along professional lines. 
Engineers, attorneys, and accountants have been grouped in separate bureaus 
responsible directly to the Commission. 

For the past few years there has been growing recognition of the fact that this 
professional organizational arrangement is not as effective or as efficient as it 
should be. Consequently, in the fall of 1949 a program of reorganization studies 
was begun. The first study undertaken was of the common carrier activities of 
the Commission. As a result of this study, a Common Carrier Bureau was 
created in the spring of 1950. To this new Bureau were transferred the functions 
of the former professional bureaus which had to do with common carrier matters. 

Immediately upon conclusion of the common carrier study, a similar survey of 
the safety and special radio services was begun. This study was completed in 
July 1950, and a Safety and Special Radio Services Bureau established on July 31. 

On November 10, 1950, a survey of broad cast activities was started. This 
survey will require several months of staff work and will be followed late in fiscal 
1951 by a survey of the staff offices. It is the present plan to make a start on the 
final reorganization survey, that of the Field Engineering and Monitoring Division, 
early in 1952. 

It is our confident belief that our reorganization program will produce a more 
effective and efficient organization. It must be realized, however, that these 
results will not produce significant results until well into 1952. Reorganization 
is by no means complete at the conclusion of these general surveys and adoption 
of the over-all organization pattern. When the functional bureau is established, 
the real task of devising detailed procedures for handling the work gets under 
way. 

D. SUMMARY BY ACTIVITY 


I. Common carrier activities —The Communications Act, in which is set forth 
the policy that the public interest in adequate interstate and foreign communica- 
tion services at reasonable rates is to be protected and promoted by regulation, 
established the Federal Communications Commission, and charged it with respon- 
sibility for carrying out the provisions of the act. The public has a vital concern 
in effective and positive performance by the Commission of its statutory responsi- 
bilities and duties—in calendar year 1949 the public paid $3,300,000,000 for com- 
munications services, of which over $800,000,000 represented interstate and foreign 
services. 

For many years there has been a constant increase in the number, magnitude, 
and severity of common carrier regulatory problems facing the Commission. The 
industry subjeet te the Commission’s jurisdiction now represents an investment 
of over $10,000,000,000, which besides having grown by more than 75 percent since 
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1941, has steadily become more complex. Technologicai developments have been 
and are now taking place with increasing rapidity. Economic conditions are con- 
stantly changing, not only in the over-all picture, but in many places and in many 
ways. These factors, and others equally dynamic and significant are not only 
important: in themselves; they also affect the character and volume of public 
demand for communications service. 

Because of appropriation stringencies, however, the Commission has not been 
and is not now able to do the kind of regulatory job contemplated by the Com- 
munications Act and which the public interest demands. As a result of inade- 
quate staff personnel, many of the regulatory problems facing the Commission 
can be given only “‘a lick and a promise.” If the existing accumulation of un- 
solved regulatory problems continues to grow and to remain unchallenged, the 
publie will suffer through poorer service and higher rates. 

In 1950 the average employment devoted to common-carrier activities was 
161.4. In 1951, because of the drastically curtailed appropriation, it is possible 
to allocate an average staff of only 145.7 to this program. For 1952, it is the 
Commission’s considered judgment that continuation of the present staff level 
will be needed to perform on the barest minimum basis the basic functions, meet 
the most urgent problems, and handle in a minimum fashion the pressing work- 
loads which will arise and which the Communications Act and the public interest 
demand of the Commission. 

Il. Applied technical research and frequency allocation.—One of the basic re- 
sponsibilities of the Commission is regulation of the use of the radio spectrum in 
order that this most valuable resource may be used as effectively as possible in 
the total public interest. In performing this function one of the basic tasks is 
frequency allocation and assignment—allocating bands of frequencies to the 
various radio services and authorizing stations to use specific frequencies. 

As a foundation upon which to build a framework of frequency allocation and 
assignment, detailed factual knowledge of radio-wave characteristics and equip- 
ment capabilities and limitations is necessary. The soundness of the whole 
structure of radio regulation depends upon the soundness of the scientific base 
upon which this framework is built. If the base is incomplete and unsound, 
because of being built upon insufficient scientific knowledge, the frequency alloca- 
tion and assignment pattern will become progressively more confused and unsatis- 
factory and the usefulness and value of radio will suffer. 

The demand by the public for assignment of frequencies is increasing rapidly. 
New uses of radio and new equipment are being developed daily. Those develop- 
ments can be helped or hindered by the Commission; the degree of such help or 
hindrance depends largely on how well and how quickly the Commission is able 
to do its job. This in turn depends directly upon the quantity and quality of 
staff the Tctiebiaitns is able to assign to these tasks. 

These facts, considered against the inescapable fact that the radio spectrum is 
limited, demonstrate the problem facing the Commission. With the small tech- 
nieal staff we can finance from our appropriation, we have been and are now un- 
able to cope with the rising volume and increasing complexity of technical prob- 
lems which must be solved if the Commission is to do even a reasonably ade- 
quate job in this extremely technical field. 

Since radio waves are not hindered in any way by national boundaries, inter- 
national conferences are continually necessary to solve the many new and recurring 
policy and technical problems. In accordance with international agreements as 
to the use of the radio spectrum, services are established and frequencies assigned. 
As new uses of radio develop and public demand increases, international agree- 
ments have to revised. In accordance with these agreements, frequency assign- 
ments are made to applicants for frequencies within the United States. These 
frequency assignments are then registered with the Bureau of the International 
Telecommunication Union to protect American users to whom they have been 
assigned. 

In 1952 it will be necessary to increase the manpower assigned to basic technical 
research work. One of the most needed projects is a full scale study of the ultra- 
high-frequency band in connection with the proposed expansion of TV into these 
frequencies. Another specific serious need is a complete and up-to-date list of 
all frequency assignments, such as we had during World War II; this will also 
require more manpower than we can finance from present funds. Preparatory 
and implementing work in connection with general and bilateral international 
conferences will also require increased manpower. In 1950 the Commission used 
an average employment of 69.4 in performance of these activities. For 1951 we 
have allocated funds to finance an average staff of 68.5 from our extremely tight 
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appropriation. For 1952 we consider it vital that an average staff of 71.5 be made 
available if we are to be able to handle in a minimum fashion the most urgent 
problems now before us. 

III. Field engineering and monitoring.—In carrying out the regulatory functions 
of the Commission, a great deal of work in the field is required. Field staff inspect 
radio stations (including land, sea, and air stations) to evaluate compliance with 
laws and license provisions, give operator examinations, monitor the radio 
spectrum, locate sources of radio emissions through direction-finding techniques, 
and gather engineering data for use by the Commission. Among che factors 
affecting the workload of the field staff are the following: the number of radio 
stations on the air, the number of operator examinations to be given, the number 
and complexity of interference problems and complaints, and the quantity of 
electronic equipment in use by industry. 

The numbe1 of radio stations is increasing steadily and it is believed the increase 
will continue in 1952, because of expected developments with respect to television 
broadcasting and increased public interest in the safety and special services. 
The number of radio operator examinations to be given is also expected to increase 
in 1952. Interference problems and complaints are more numerous and complex 
and are expected to become greater in 1952. The amount of electronic equipment 
in use by industry continues to increase; serious interference problems result and 
are becoming progressively worse. 

In spite of increasing problems and workloads facing the Commission, our 
field staff has had to be reduced steadily for the last few years because of reduced 
appropriations. The result has been that we have been forced to curtail our 
inspection program and to reduce drastically our engineering-data-gathering 
program, 

Our inspection program has been reduced to the point of near-ineffectuality ; 
serious backlogs are piling up. Our monitoring program has been curtailed so 
seriously that its effectiveness has declined rapidly. Our engineering-data- 
gathering activities have been whittled down almost to the vanishing point; as 
a result, other units of the Commission have been seriously Pine sot Pm their 
work on basic problems demanding solution. Interference problems and com- 
plaints are not being solved and the public suffers. In short, staff reductions have 
impaired the effectiveness of our field operations to the point where we simply 
must increase our field staff if we are to be able to meet the increasing workloads 
and to obtain data badly needed in solving the basic problems demanded solution. 

In 1950 we devoted an average employment of 455.3 to these activities. In 
1951 we are able to finance an average staff of only 422.8 from our reduced funds. 
For 1952, the most conservative estimate of our needs calls for a staff of 440.8. 
This estimate is for a minimum peacetime field program; it does not include funds 
or manpower for an all-out national defense or near-wartime program. 

IV. Safety and special radio services.—In recent years there has been very rapid 
expansion in the use of radio in the safety and special services. As these new 
uses are developed and as previous uses expand, the number of applications filed 
with the Commission grows. We believe, however, that the national emergency 
will cause certain materials, ordinarily available in large quantities to the public, 
to be diverted for defense needs. This is expected to create a tendency, in 1952, 
in some radio fields, towards a levelling off in demands for services; in other fields 
there is expected to be a decline in the filing of applications. Increases are expected 
in the public safety and land transportation services. The growth of authorized 
stations, however, is expected to continue in 1952. As the volume of such safety 
and special uses increases and the portions of the spectrum assigned to these 
purposes become more crowded, the problems facing the Commission in assigning 
frequencies multiply. The following two high-light tables illustrate what has 
happened, and the Commission’s best estimate as to what will happen in the 
immediate future: 

1. Number of applications received 


1949 1950 | 1951 | 1952 
actual actual | estimate | estimate 


Aeronautics! services : 17, 824 16, 614 16, 500 
Marine services aie 17, 743 18, 666 21, 000 | 
State-local government services___........-......------ sn 5, 827 11,433 | = 11,050 | 
Industrial services giba dtaee 5, 934 9, 720 | 9, 265 
Land transportation services 4, 254 5, 324 | 4, 270 


Total public safety and special services 51,582 | 61,757 | 62, O85 | 
Amateur and citizens’ services | -34,092 | 31,630 | 40, 825 32, 300 


} 


Total safety and special services...............- a lil 85,874 | 93,387 | 102,910 99, 574 


Service 
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2. Number of authorized stations 


ACTUAL ESTIMATED 
June 30, 1949 142, 582} June 30, 1951________ ; 171, 853 
June 30, 1950 154, 209 | June 30, 1952 176, 863 


Applications for stations in the safety services must be granted promptly. 
In the new and expanding special uses, it is also important that applications be 
acted upon without delay. It has long been the Commission’s policy to handle 
applications in these services promptly and to refuse to permit the development 
of unreasonable backlogs. 

In the past, because of the constantly increasing pressure of application- 
processing work, a great deal of important basic regulatory and rule-making work 
has had to be laid aside. However, we have this year reached the point where 
this device of reducing time spent on basic work so that more time can be spent 
on application processing no longer works. We face the fact, that our regulatory 
work, in addition to having a large backlog at the present time, is increasing. 
This increase is caused in part by the simple fact that more stations mean more 
difficult assignments and more chances of interference. Furthermore, there is a 
substantial increase resulting from the shifting of a large number of stations to 
new frequencies in accordance with the Atlantic City Convention, subsequent 
international agreements, and our own recently revised rules. 

The importance of adequate basic regulatory work to our application processing 
work must also be considered. Application processing is made unnecessarily 
time-consuming by the obsolescense and inadequacies of the present rules and 
by the failure to have comprehensive frequency assignment plans. If adequate 
staff time were available to do the basic work that needs to be done, within the 
space of 2 or 3 years the work involved in handling applications could be reduced 
so much that the savings in time and money would more than pay for the increased 
time devoted to the basie work. 

In 1950 the Commission used an average staff of 136.6 in carrying out these 
activities. In 1951 it is possible to allocate only enough money from our inade- 
quate appropriation to provide for an average staff of 129.1. For 1952 no inerease 
is requested because of the need to hold these programs to the barest minimum, 

V. Broadcasi activities—In the regulation of broadcasting, both aural and 
visual, the Commission receives, reviews, and grants or denies license requests; 
holds hearings on applications when needed: and does the regulatory supervisory 
work required in keeping the broadcast services functioning in accordance with 
law and license provisions and to the maximum degree of effectiveness. 

In general, three factors directly affect the Commission’s workloads in these 
activities: (1) The number of applications on hand and to be received; (2) the 
number of authorized stations; and (3) the number and complexity of unsolved 
basic problems and of new problems continually arising. The total number of 
applications is expected to increase in 1951 over 1950 and to increase still further 
in 1952; the number of applications for new facilities probably will decline, except 
in television, but this will be offset by increases in other types of applications. 
The backlog of applications on hand at the end of 1952, with the exception of 
television, will be lower than at the end of 1951 or 1950: however, it is still too 
high. The backlog of applications at the end of 1952 will consist largely of 
hearing cases. The number of authorized stations on the air is climbing steadily 
and is expected to continue to do so in 1952. This increases our regulatory !oad, 
makes application processing more difficult, and increases the number and com- 
plexity of basic problems with which the Commission must contend. An increase 
in TV applications is expected after the lifting of the “freeze” in early 1952; a 
large number of these will go to hearing; accordingly, a very substantial increase 
in the hearing workload is anticipated. 

In this area, as in the safety and special radio services, lack of adequate staff 
over the last few years has been one of our most serious problems; this problem 
has contributed to the growth of other problems. To keep up with the flow of 
applications we have had to reduce drastically the amount of staff time devoted 
to rule making and other basic work. This has in turn contributed to the applica- 
tion processing problem. Adequate basic work, good rules, and sound and up-to- 
date engineering standards would facilitate this phase of our work and save 
manpower. Unfortunately, we have not had adequate staff to permit us to make 
this investment in basic work, even though we can demonstrate that it would 
be good business in the long run. 

In 1950 an average employment of 211.9 was devoted to broadcast work. 
Because of the reduced appropriation, an average employment of 204.6 is available 
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in 1951 to handle an increasing volume of work. In the interest of keeping non- 
defense expenditures to a minimum in 1952, an average employment of only 198.6 
is requested; we believe this will allow us to provide most essential services to 
the public and still hold backlogs of work to reasonable levels. 

VI. Executive, staff, and service activities—This section includes the adjudi- 
eatory, top eat eee and decision-making functions for the major program 
activities of the Commission. It also includes the central professional staff 
advisory groups, the highest level administrative personnel, and the personnel, 
budget, organization and methods, service, and records activities. 

Included are the Offices of the Commissioners, Office of Administration (Budget, 
Organization and Methods, Personnel), Office of Information, Bureau of the 
Secretary (Records, License, Service), and the professional staff offices (general 
counsel, chief engineer, chief accountant). 

As a result of the Commission’s staff reorganization, the functions and responsi- 
bilities of the professional staff offices have been changed. Prior to the reorgan- 
ization, these offices were responsible for the administration of a comparatively 
large staff of professional personnel, most of whom were engaged directly in the 
regulatory processes of each of the functional activities; that is, broadcasting, 
safety and special radio services, and common carrier. Under the planned staff 
reorganization, which is already two-thirds completed, the administrative and 
supervisory duties formerly handled by the general counsel, chief engineer, and 
chief accountant are being assumed by the various program bureau chiefs; this 
will leave the staff offices free to perform appropriate professional services for the 
Commission. These services are of a general nature, such as the promulgation 
of procedural rules and regulations, the initiation of proposed legislation, and 
the formulation of over-all Commission policy. Thus, while these activities are 
directly related to the Commission’s ability to exercise its statutory authority 
effectively in each of the areas administered by the bureaus, they cut across 
bureau and program lines and are, therefore, grouped and discussed in one place. 

In 1950 an average employment of 290.4 was used in these units of the Com- 
mission. For 1951 the staff assigned to these operations has been reduced to an 
estimated average of 277.7. In spite of increased program problems and work- 
loads in 1952 we are estimating no increase in the personnel for these purposes. 

B. “Other obligations.’’—For 1951 the Commission has allocated $609,000 for 
“other objects.” For 1952 an increase to $683,000 is requested. Some increase 
is needed in all object classes except ‘‘Rents and _ utilities,”’ which is reduced 
approximately $13,000; this reduction is made possible by the transfer of rental 
contracts for our district offices to the General Services Administration. In gen- 
eral, the increases are required for the expanded field operations. The one major 
increase is for technical equipment for our laboratory and monitoring stations. 


LANGUAGE CHANGES 


Practically all of the revisions proposed in the appropriation language are for 
the purpose of simplification and to remove items which will be covered in general 
provisions. The only new provision is to permit the Commission field offices to 
subscribe to newspapers ‘which show arrival and sailing times of ships; this is 
the most economical way of determining these facts which are necessary in 
carrying out our ship-inspection work. 


APPLIED TECHNICAL RESEARCH AND FREQUENCY ALLOCATION 


Calling attention particularly to the applied technical research and 
frequency allocation, that is of the utmost importance. We have a 
laboratory set up, and we do a minimum amount of laboratory work, 
but it is of exceeding importance, because of the newness of the various 
problems we have, that we expand that. 

Take the matter of television, for example. When we made our 
first allocation, we did it on the basis of the best information we could 
get from industrial engineers and the best information we could get 
from a more or less cursory study which we could make with our own 
limited staff. We had not been operating very long when we found 
we had placed the stations too close together; that, as a matter of fact, 
the pictures carried very much farther than we had been advised they 
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could. If we had had the proper research laboratories and the 
engineers and the funds to have carried on studies and had been in the 
television field long enough, we could have done a good job before the 
time the operations began. But wesimply did not have the force; we 
did not have the money; we did not have the equipment to do it, and 
we had to rely on the: best information available, which was not 
enough. Consequently, we are now in the midst of these studies and 
hearings. 

FIELD ENGINEERING AND MONITORING 


Field engineering and monitoring, of course, is a tremendously im- 
portant thing, particularly in time of national emergency. We were 
called upon repeatedly during the last war for assistance with our 
monitoring services, and we rendered as much as or more service in 
war activities than we did in merely maintaining our regular peacetime 
regulatory activities in this field. 


SAFETY AND SPECIAL RADIO SERVICES 


Safety and special radio services are an exceedingly important phase 
of our work. You remember some years ago a Senate resolution called 
upon us to investigate the necessity for special radio services in con- 
nection with train operation as a safety measure, which we did, and 
frequencies were allocated for services in railroad operation. The rail- 
roads have made some use of these services, but the industry, being 
what it is and somewhat slow, perhaps, to adopt the more modern 
improvements or conveniences, has not yet made as full use of these 
frequencies as they might. But their use in other fields has expanded 
so terrifically that we have not been able to keep up with them. 

Take the matter of taxicabs. We have more demands for frequen- 
cies than we can possibly fill or will let us give proper service in the 
various fields. That is true in long-distance traffic operation; it is 
also true in various other services I might mention but which I will 
not dwell on at this time. 


BROADCASTING ACTIVITIES 


In broadcasting activities, we are always being called by people, and 
particularly by Members of Congress who are appealed to by their 
constituents, to know why we cannot get our work out. The truth 
of the matter is that we just do not have enough engineers to apply to 
the production line or the hearings we have had to hold to give 
prompt service. We do the best we can. If we had the funds to 
hire people to be up to date, we would have been up to date a long 
time ago. 

I think that covers in a very cursory way this statement which you 
very kindly incorporated in the record. You will find, if you have 
the time to look through it and study it, as I very much hope the 
members of this committee can, that this isa very thorough document. 
As a matter of fact, after reading it through, I have found it to 
be, from the standpoint of the facts incorporated therein, a most re- 
markable document and a most helpful one. It gives a very complete 
survey, I think, of the Federal Communications Commission and its 
various activities. 
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I hope other parts of this document might be incorporated in the 
record. I assume they will be. 

Mr. Yates. There will be additional tables that will go into the 
record in justification of the various appropriations for which you 
have asked as we proceed further in the examination. 

Mr. Waker. However, I must say, that it is a very informative 
document on the work of the Federal Communications Commission. 

Mr. Yares. We agree to that. I read it last night, and I thought 
it was a tremendously detailed and very able exposition of the work 
of your Commission and your justifications. 


Activity Costs 


At this point in the record we will insert table I which appears on 
pages 11 and 12, breaking down personal services and other objects 
by activities. 

(The matter above referred to is as follows: 


TaBLeE I.—Summary of ‘requirements for personal services and 


“other objects” by 
activity 


| aS BO cherie | 
" . | ‘ | 
1951 estimate 1952 estimate Increase-decrease 


Activity 


I. Common carrier: 
A. Personal services: 


1. Domestic tele- 


phone communi- | 


cations 
2. Domestic 
graph communi- 
cations 
3. International com- 
munications 
. Statistics 
. Hearings 
Total 
services 
B. Other objects 


Total_- 


II. Applied technical research and | 


frequency allocation: 
A. Personal services: 
1. Technical research 
2. Laboratory 
3. Frequency alloca- 
tion 


personal 
services 
B. Other objects. _.__-- 


Total ; 


Total 


IIT. Field engineering a 1d monitor- 
ing: | 


g: 
A. ron services: 


Enforcement ----| 
2 os nae 


Administration _ 


Total personal | 


services 


B. Other objects..__._____- 


Total__- 


tele- 


personal 


| A verage 
employ- 


ment 


j 


| Average | | 


Amount 


5, 776 | 
| 


,514 | 


144, 329 | 
39, 460 | 
9, 378 | 


781, 457 | 
35, 814 | 


817, 71 | 


80, 903 | 
98, 300 | 

| 
157, 977 | 


337, 180 | 
39, 606 | 


376, 786 | 


91, 300 


employ- | Amount 
ment | 


27.5 | 152,144 | 


| 
26.9 | 
9.9 | 
1.9 | 


140, 846 | 
40, 141 
9, 657 


795, 338 | 
41, 107 


” $36, 445 ) 


109, 329 


163, 640 | 





354, 548 
50, 925 | 





212.6 1, 072, 323 | 
209. 2 962, 817 
19.0 | 





1, 995, 024 


8%, saad 





440.8 2, 128, 464 | 


405, 816 | } 


93, 324 |. 


Average 


| employ- 


ment 


18.0 


Amount 











163, 088 
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TaBLE I.—Summary of requirements for personal services and “other objects” by 
activity—Continued 








Activity 


| 1951 estimate 1952 estimate | Increase-decrease 
| 


Average | Average | Average | 
employ- Amount | employ- | Amount | employ- | Amount 
ment | ment ment 





IV. Safety and special radio serv- 
ices: | 
A. Personal services: 
1, Regulatory activ- | | 
S 50.8 | $274, 150 | 50.8 | $283, 136 


| | | 
cessing 73.3 | 286.531 | 73.3 289, 019° 

3. Supervision and | | 
administration _| 0) 32. 768 | 5.0 33, 043 


Total personal | | | 
services. .__.- 129.1 | 593, 449 129. 1 605, 198 i BE 11, 749 
B. Other objects_........-- Rees 26, 562 a 33, 208 ee es 6, 646 


638 Ss Se, 18, 395 


’, Broadcast: 
A. Personal services: | 
1, Continuing regula- | 
tory work__- 52.0 263, 312 | 2.8 274, 058 0.8 | 10, 746 
2. Application pree- | } 
99.1 | 462, 477 | 5. 7 455, 416 —3.4 | —7, 061 
3. Application hear- | | | | 
ings. . | 51.5 | 265, 459 | 3.1 | 252, 944 —3.4 —12, 515 
4. Field activities. __| 2.0 | 10, 712 2.0 | eh Y Seieeanees 292 
Total personal | 
services... ....| 204.6 | 1,001,960 198. 6 | 993, 422 
pS ean eee eo a 68, 616 
Total wei nations 1, 069, 471 we spat , 062, 038 
VI. Executive; staff, and service | 
activities: | 
A. Perscnal services: 
1. Offices of Com- | | | | 
missioners --- .--| 37. 263, 905 | 37.8 268, 471 aS 4, 566 
. Office of Admin- | | } | 
istration sitet 3.1 | 196, 477 | 3. y > 2 Cee 5, 646 
3. Office of Informa- | | H 
tion. “a 21, 850 | " 22, 478 |-- a 628 
. Office of General | 
Councel_. 3.8 | 138, 764 | 
. Office of C hief | 
Engineer _ __- .0 | 112, 094 | 
. Office of Chief Ac- | | 
countant..-...-} 
. Bureau of the Sec- | | 
i aiinescasel 33. 427, 058 8 33. 439, 329 


| 


96, 722 | | 15.9 | 99, 563 


Total personal | 
services 7.7 | 1,256, 930 277. 1, 290, 030 oe Oe 33, 100 
B. Other objects. -_..--.--| 64, 239 Ped nantes ne tasccc.. 19, 089 


WON c ede Seek Bere 1, 321, 169 | oo 2 eee 52, 189 


Total personal services... .__- a 248.4 | 5, 966, 000 | "1, 263.4 6, 167,000 5. 201, 000 
Total other objects anit 609, 000° Galas 683, 000 | - ; 74, 000 


Total estimate or appropria- | | 
6, 850, 000 |-.------- 275, 000 
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PERSONAL SERVICES COSTS 


Mr. Yares. Following that, we will insert table II, which is a 
summary of requirements for personal services by organization and 


other objects by object 


classification. 


(The matter above referred to is as follows:) 


Tas Le II.—Summary of requirements for personal services by organization and other 
objects by object classification 




































































1951 estimate 1952 estimate | Increase-decrease 
Organization and object Average Average | Average 
employ- | Amount | employ- | Amount | employ- | Amount 
ment ment ment 
01 Personal services: 
Offices of the Commission- 
RAR ie fe Se 37.8 $263, 905 37.8 $268,471 |_......---- $4, 566 
Office of Formal Hearing 
PII got on ccinetneens 7.0 43, 557 6.7 42, 826 —0.3 —731 
Office of Formal Hearings. 16.7 97, 342 15.2 91, 080 —1.5 —6, 261 
Office of Information__---__- 4.0 21, 850 4.0 BRM fitcctskace 628 
Office of Administration: 
Office of Executive Offi- 
Oe ase h ake asee 4.0 22, 771 4.0 28, 406 42020552. 654 
Budget and Fiscal Di- 
WR kite oicn wn ! 20.3 82, 926 .3 RF eae 2, 384 
Organization and Meth- 
ods Division. __._....- 6.9 33, 701 6.9 <P 968 
Personnel Division ba 11.9 57, 07 11.9 ' TRS eRe 1, 64 
Office of Security Offi- 
EME RE SEE oN ORY, AE at ELS ED: Reiner ST a a 
Total, Office of Ad- 
ministration... __- 43.1 196, 477 | 43.1 BORE acc wet com 5, 64¢ 
Bureau of the Secretary: CARR BEY br —s se 
Office of the Secretary: | 
Immediate Office of | 
Secretary... -...... 4.0 | 20, 916 4.0 See ts cd cima 601 
Minute Branch. _-- 8.9 | 33, 066 8.9 oo EE 950 
Pe 3.0 | 12, 495 3.0 8 | ye alee 359 
Total, Office of | 
Secretary - ..-- 15.9 66, 477 15.9 | fe PREP EE 1, 910 
License Division: } 
Office of Chief... _- 8.0) 30, 625 8.0 BE visvinethaschew 879 
Broadcast License. - 35.2 | 119,628 36. 4 127.076 1.2 7, 448 
Tabulating-.____- 9.8 | 33, 078 9.8 et RR 950 
Total License Di- | 
|. NERS 53.0} 183, 331 54.2 192, 608 1,2 | 9, 277 
Records Division: PN PR Bases ais on V5, ime ey, Rae gt 
Office of Chief | 4.0 | 14, 552 4.0 SS SRR IRE 418 
Docket Branch. ____| 10.3 | 30, 651 10.4 31, 740 | pi | 1, O89 
Mails and Files____-| 16.0 | 49, 718 16.0 ORT Gl eeepc 1, 42 
Messenger _- 19.9} 50, 640 19.9 52,095 |... .-..- 1, 455 
Total Records | cs 
Division ___-_-- 50. 2 | 145, 561 50.3 149, 952 1 4,39 
Service Division: [ree OR beri paseecas 2) TOE 
Office of Chief..___ | 3.0} 18,848 3.0 a | Reena. 398 
Procurement... _- | 10.9 33, 429 10.9 CS eee oF 
Duplicating ___- 26.8 | 78, 434 26.8 80, 688 |...-- 2, 254 
Stenographic pool___| 10.9 32, 700 10.9 eee eee 4 
Telephone -__.....---| 7.9 | 23, 557 7.9 WA, SOE To eenccans 67 
Total Service Di- | = a Zr 
vision... = 59. 5 181, 968 59.5 ot eee 5, 230 
Total, Bureau of | Nae We A TE SEE ES RT 
the Secretary onl 178. 6 | 577, 337 179.9 598, 145 | 1.3 20, 808 
Office of Chief Engineer: 
Immediate office of chief | | 
engineer. ---__-. -| 20.0 | 112, 094 20.0 be Remar ee 
. Aural Broadcast Divi- | } 
ID inn cca| ~ hA| SD 52.2] 278,203; —3.9 
Television Broadcast | } 
a | 10.6 | 56, 290 9.2 50, 186 —14 —6, 104 
Technical Research Di- | i 
a 7 13.7 | 80, 903 13.7 WO 8 ss cactomcrse 670 
. Frequency Allocation | 
and Treaty Division__| 34.9 | 157, 977 35.9 163, 640 1.0 5, 663 
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TaBLE II.—Summary of requirements for personal services by organization and other 





















































































































objects by object classtfication— Continued ‘ 
i } l 
1951 estimate 1952 estimate Increase-decrease 
} 
| 
Organization and object Average Average | Average | 
employ- | Amount | employ- | Amount | employ- | Amount 
ment ment | ment | 
01 Personal services—Continued | 
ffice of Chief Engineer— | 
Continued } 
F. E. & M., depart- | | 
0S RSE eit. 59.9 | $271,112 59.9 | $277,904 |... | $6, 882 
F.E. & M., field offices__ 200. 2 ' 200. 2 gc €.. 3 ore | 25, 233 
F. = Sat M., monitoring 
bath ait dena-hioabe ake 162.7 729, 872 180.7 831, 197 18.0 | 101, 325 
<caeees. a 19.9 98, 300 21.9 | 109, 329 2.0 | Ll, 029 
Total, Office of Chief | 
Engineer. --......... 578.0 2, 791, 647 593.7 | 2,926,716 | 15.7 135, 069 
Office of the Chief Accountant: | a a. 
Immediate office ef Chief Ac- | 
EERE a ae 3.7 26, 254 3.7 i 2 aaa 754 
Accounting Systems Division. -- 6.5 38, 480 6.5 en ee } 1, 106 
Broadcast Division. ........_._- 15.3 88, 524 15.8 93, 906 5 5, 382 
Economies Division. .--...._..- 5.7 32, 048 5.7 7 921 
Economics and Statistics Divi- 
“oc eternal wraelada 10.2 42, 738 10.3 44, 333 | 1 , 595 
Total, office of Chief Ac- | 
Eile aeeaaar alae 41.4 228, 044 42.0 7,802 | 6 | 9, 758 
Office of the General Counsel: | 
Immediate office of General 
RO Sicha i cednuewssaine 23.8 138, 764 23. 8 405 76l [.....-.- 3, 987 
Broadcast Division... .._-._...- 45.1 241, 549 44.3 243, 728 | —.8 2,179 
| } 
7. office of the General | 
pk duck Wipe daniel oonaie 68.9 380, 313 | 68.1 | 386, 479 —.8 6, 166 
Common Carrier Bureau: | 
Office of the Chief...........__- 15.3 74, 479 15.0 | 74, 276 —.3 — 203 
Telephone Division. -.._.-___- 46. 2 269, 620 46.5 | 276, 047 3 6, 427 
Telegraph Division... ........._- 19.0 105, 667 29:01) 207, 008 F-----..-.- 1, 821 
International Division... __.._- 20.0 102, 606 20.0 | Ss ae 1, 769 
Statistics Division .............. 9.0 35, 079 9.0 | 35, 684 |...---. 605 
Bates Se sce 34.3 184, 628 34.3 | 187, 811 |. 3, 183 
Total, Common Carrier ep. | | 
| nk a ak a a 143.8 | 772,079 | 143.8 785,681 |. 13, 602 
Safety and Special Radio | “| { 
Services Bureau | | | 
Office of the Chief. 9.3 | $56,222 | 11.0 | 67, 677 | Ty 11, 455 
Aviation Division. -__-_-- 10.4 | 57, 358 10.3 | 57, 812 | —.1] 454 
Marine Division._____-- 13.0 | 75, 757 12.0 | 71,167; —1.0| —4, 590 
State-local government } 
and amateur_.....-.-- 9.5 54, 996 9.4 | 55, 380 | —.1 384 
Industry and commerce. 9.5 54, 837 9.4 | 55, 220 | -.1 383 
Authorization analysis__ 77.4 294, 279 | 77.0 297, 942 | —.4 | 3, 663 
Total, Safety and Spe- | | | 
cial Radio Services 
BU co avcso can 129.1 593, 449 | 129.1 | 605, 198 | 11, 749 
Total personal serv- el 
PE LOTS 1,248.4 | 5,966,000 | 1,263.4 | 6,167,000 | 15.0 | 201,000 
Other objects: } Sr} 
7 ORR LE Rios LTS : 93,000 |... 105,000 |......... | 12,000 
03 Transportationofthings.|...___ .__- yg Cee © cay Ce 300 
04 een serv- | } 
hes ol 2 PSSA OA AR, POSER th ear eees 190,000: j....---.---] 800 
05 Rents and utilities... <..}.......:-.- Se 50,000. |.-..-...-- —13, 600 
06 Printing and reproduc- 
RSE ean eas ISR ya 38,000 |... 40,000 |..---- | 2,000 
07 Other contractual serv- 
"SS Sie MLS § ire RS a 65, 390 |__- 72, 000 6, 610 
08 Supplies and materials_. ike te <3 ee 111, 000 5, 000 
09 Equipment Ree OE aE eae 1-+-.-.->- 135, 000 60, 890 
13 Refunds, awards, and in- | 
demnities_- LE Sa) SORES ON Ey oe Oe Eee ee ene eon Smee Toe 
Total other objects_.|....._.--- 
Total appropriation | — Png itaah ately | é 
ar One... ts con | 6 6, 575, 000 | 6, 850,000 |.-..-.----] 275, 000 
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Mr. Yates. If you have a statement with regard to the material 
appearing in the various categories that support your justifications, 
I think you should give it to us at this time. 


Common Carrier ACTIVITIES 
REGULATION OF TELEPHONE INDUSTRY 


Mr. Waker. Under common-carrier activities in the general state- 
ment, attention is called to the tremendous investment. Back in 1936 
we were making some inquiry into the telephone industry and particu- 
larly as to that part of it, which is somewhere around 90 percent, 
owned and controlled by the Bell System, and the query was raised 
several times ‘What can you do toward regulating a $5 billion indus- 
try?” Well, it is not a simple problem to do the kind of regulatory 
job that ought to be done. But if it was a difficult problem to talk 
about regulating a $5 billion industry, it is certainly more difficult to 
talk about regulating now a $10 billion industry. 

Next, I call attention to the fact that since 1941 the telephone 
industry has increased 75 percent. The growth of long-line business 
brought about by lower rates and greater use of the service by the 
public generally and accentuated particularly by the war has increased 
not only the interstate business but the necessity for building more 
plant. I do not know what the armed services people would have 
done during the war without long-distance services. The various rate 
reductions that we had made up until about the end of 19438, when 
we discussed this matter with the then president of the A. T. & T. 
system, had amounted to something like $100 million a year in tele- 
phone-rate reductions. The Chief of our Common Carrier Bureau 
tells me if we put together now all of the rate reductions from the 
beginning of the functioning of the Federal Communications Commis- 
sion, they total something like $200 million a year. 

Talking about the money appropriated for this regulation, what 
the budget items carry might seem to be a considerable sum, but if 
you ever start comparing that with the cost of private litigation, 
where lawyers ordinarily try to handle the business on a percentage 
and never less than 10 percent, you can see what an inconsequential 


amount this is by way of appropriations for the kind of results that 
have been secured. 


REQUESTED INCREASE FOR COMMON-CARRIER ACTIVITIES, 1952 


Mr. Yares. With respect to common-carrier activities, I note in 
table I of the justifications you are asking for an increase of some 
$19,000. Perhaps at this time it would be well to state why you re- 
quire that increase. 

Mr. Hou. The man-years of average employment remain the same, 
and it is only a $13,881 increase. Practically all of that is what we 
call Ramspeck or within-grade promotions. 

The increase in other objects is largely for travel. 

Mr. Yares. We will cover the other objects when we go into the 
appropriation for other objects. 

Mr. Waker. I do not know whether the other commissioners 
want to add anything to what I have said. In the applied technical 
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research and frequency allocation, our chief engineer, Mr. Plummer, 
could perhaps give you a fresh viewpoint on that and, if I may, I will 
ask him to make a statement on that at this point. 1] will also ask the 
commissioners if there are any statements they want to make, particu- 
larly on this technical research and frequency allocation. The 
engineer members of the Commission are Commissioners Webster and 
Sterling. 


NECESSITY FOR LABORATORIES AND STAFF IN REGULATORY WORK 


STATEMENT OF COMMISSIONER WEBSTER 


Mr. Wesster. There is very little I want to add to what you have 
already said, but I would like to stress perhaps first of all the inability 
of a commission of this kind to get proper engineering information if 
we do not have the proper staff to do it. It seems to me as a Com- 
missioner having some background in engineering that it is not proper 
for us to rely solely and to such a large extent on the engineers from 
the industries themselves that we are regulating. It is true they are 
honest and all that, but at the same time we are in their hands, you 
might say. They come up and give us information, and we have 
found in the past in putting all that information together from them 
and from other sources that we have not had the complete information 
we should have to make a decision. 

In the television hearings, as Mr. Walker has said, and in our tele- 
vision studies we did not have complete information. I think a 
Government organization such as this should have the proper engi- 
neering staff. And I do not mean by that that they must do all of 
the original research work that is required. A great deal of their 
work in this field is to get the information from all sources and put 
it together and not rely on certain facets of the industry itself. You 
can go through this world and get a great deal of information that 
does not come from the sources of the industries that come to the 
hearings, and we do not have to have funds for a large laboratory or 
anything like that, but we do have to have a sufficient laboratory and 
a sufficient staff to do our whole job of regulating these industries, 
such as broadcasting, in particular, with our knowledge of the engi- 
neering phases, the use of frequencies, and so forth. 

What I have said is somewhat of a repetition of what Mr. Walker 
has already said, but I wanted to accentuate that point of view. 


STATEMENT OF COMMISSIONER STERLING 


Mr. Sreriine. I would like to make the comment that I am 
impressed by the very modest request here. The increase in the 
average number of positions, I think, represents only three in this 
particular field, and it is a very modest request considering the 
importance of this work, as Commissioner Walker and Commissioner 
Webster have pointed out. 

For example, we are about to come up with the allocation of ultra- 
high frequencies for television. We have 2 dearth of information. 
Every time we open a new portion of the spectrum, we have very 
little information to go on; we have very small means of obtaining it. 

| have been very much impressed by the ability of our smail staff 
of engineers to do things, to improvise. Because they do not have the 
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money, sometimes they invent ways of doing things. For example, 
we did not have the money to go out and buy television equipment 
whereby we could deal with the Columbia color system; so they went 
to a 10-cent store and bought colored pieces of cellophane and made 
a wheel with that cellophane with which they were able to receive the 
CBS color system at the laboratory. Also I have been out there time 
and time again and seen where they took surplus equipment and 
revamped it into different pieces of equipment in order to accomplish 
something in that field of endeavor. 

Another important thing in this field is the type of training with 
different types of equipment. We are going to radio waves with ultra- 
high frequencies. We must keep all of the energy confined in this 
country, suppressing all spurious stations oscillation radiations and 
harmonics from television and FM receivers. For instance, FM 
became a serious menace to navigation, and the oscillation frequency 
has also played havoc within itself; that is, one chap in an apartment 
would cause interference to another. 

I would like to make the point that our staff should know that 
ahead of time. We should have appropriations to go out on the mar- 
ket and buy various types of television receivers and commercial 
receivers and test them and find out whether or not there are serious 
defects in them which are going to limit us in the maximum utilization 
of the spectrum and thereby enable us to make suggestions to industry 
as to what the problem is. But generally we are on the other side. 
It comes to our attention after the damage has been done, and then 
we are delayed in our accomplishments. In other words, we have one 
or two strikes against us in trying to find out what should be done to 
remedy the trouble and patch up the difficulties. 

Mr. Waker. Now perhaps Commissioner Hyde may wish to 
make some comments. 


STATEMENT OF COMMISSIONER HYDE 


Mr. Hype. There is very little I can say that has not been covered 
either in Commissioner Walker’s statement or in our document, but 
it may be interesting to the committee for me to report now that in 
making up this document the Commissioners sat with the staff in 
meetings to consider the estimates of the activities in the various 
radio services, and our estimates of the activities as interpreted by 
applications to be filed, and so forth, were very carefully considered 
in that connection. 

Mr. Waker. Now maybe Commissioner Hennock would like to 
say a word. 
STATEMENT OF COMMISSIONER HENNOCK 


Miss Hennock. I agree with my fellow Commissioners and the 
Chairman about our lack of funds, especially for the engineering staff. 
I feel I not only agree with Commissioner Webster to a certain 
extent—and a very large extent, an embarrassing extent—that we are 
dependent upon industry in this field and we are frequently misled. 
Moreover, it is very embarrassing for us to be in the position of having 
to open up a new portion of the spectrum and set standards with 
regard to industry operation in that portion of the spectrum and not 
have the proper scientific basis on which to set up our standards. 
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True, to a certain extent our experience must be gotten empirically 
by getting out into the field and using these frequencies. However, 
I have found when our counsel was presenting his side of the case in 
our general allocation proceeding in regard to opening up this new 
portion of the spectrum, he was embarrassed throughout. I knew his 
competence; yet I had to ask a lot of questions to show our staff just 
did not do the necessary work; that we did not have the equipment. 

We have to have stations in the field to test the chracteristics of 
the ultrahigh frequencies for opertaion in that band, and if we do not 
have the equipment and do not have the personnel, then after we set 
these standards, industry is going to say ‘“‘Well, what did you base it 
on?” And they say, no matter what you do, it is wrong, because it 
just cannot stand up legally. And it is embarrassing to us. At the 
same time, we do not serve the public interest. 

Then, when we were up here last year and the year before. the 
chairman of this committee suggested a complete reorganization of the 
Commission, which had been badly needed; I think our chairman, Mr. 
Walker, has already covered that. 

Then it was suggested that we get an outside industrial engineer to 
make suggestions. Having been up in New York as a practicing 
lawyer, | know how costly these so-called industrial engineering 
people are to tell you what is wrong with your set-up. Under the 
leadership of Mr. Holl, with what I call just a little tiny nucleus of a 
staff—and I can say that about our entire Commission; we have a 
tremendous jurisdiction and just little tiny units to cover it, particu- 
larly in the electonics field, which moves so fast it is just like lightning 
to keep up with it—I have found, as I said, that Mr. Holl in this little 
tiny staff of his went right down the line, and they have already 
reorganized two-thirds of the Commission along functional lines, and 
now they are working on the Broadcasting Division, which is the third 
and last division, and I think the report on it is about half way 
through. 

Mr. Hot. That has been nearly completed. 

Miss Hennock. In other words, we can just do so much. And 
now we have to compete with the armed services who are taking our 
experts, taking our best engineers away, and with industry who are in a 
position to offer two or three times as much as we can possibly offer 
these engineers. I am not an engineer myself, but I know where we 
lack men and lack equipment. As Commissioner Sterling pointed out, 
the shortage of personnel is critical. I do not know how we are going 
to be able to compete with the astronomical figures that industry is 
offering engineers, and the armed services—not that their figures are 
astronomical, but they can offer much more than we can. We might 
be able to give an engineer a classification, let us say, that would carry 
a salary of $5,200. They can offer them $10,000 and $12,000 in the 
armed services. I do not know what we are going to do. That is 
our weakest point. 

Mr. Puiturres. How can the armed services offer $10,000 and 
$12,000? 

Miss Hennock. I think Mr. Plummer can explain how he has to 
contend with that every day as our chief engineer. 

Mr. Puummenr. I think it has averaged out that the Armed Services 
are offering one grade or two grades more than we can offer. 

Mr. Puixurrs. For civilian employees? 
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Mr. Piummer. Yes. For example, in our organization we have 
many men who have been in grade GS-7 and GS—9 for as long as 10 
years. There are demands in all of the professional radio and elec- 
trical mechanics trades today of the armed services laboratories that 
can offer starting salaries at GS-11 and GS-12. 

Mr. Puitures. Will you translate those into salaries for this com- 
mittee? 

Mr. Houu. A GS-11 starts at $5,400; a GS-12 starts at $6,400; a 7 
is $3,825; a 9 is $4,600. 

I would like to add one thing more. I do not think this record 
should show the accusation that the armed services are upgrading 
seriously. I do not think that is a fact. But there is a shortage of 
engineers, and they have so many jobs available that there are literally 
thousands of jobs available at these higher grades. 

Mr. AnpREews. How many engineers do you have now, and how 
many have you lost in the last 6 months? 

Mr. Cox. Since our functional reorganization, it is difficult to 
answer by professional grades, but we could go right down the line of 
engineers. For instahce, Mr. Werner has people who are not actually 
engineers working in the Common Carrier Bureau but who are people 
with engineering skill. The same thing is true in Safety and Special 
Radio Services and in some of the others. There will be a little section, 
and there will be somebody in it who has engineering training and 
ability. We could go through and count them up for you. 

Nore.—As of February 27, we had 375 engineers on the rolls, including em- 
ployees qualified as engineers but having administrative titles such as Chief of 
Section. 


Mr. Anprews. I would like to get some idea of how many men you 


have lost from your engineering staff during the past 6 months due to 
what you think is a fact, that other agencies of the Government or 
private industry are offering them higher salaries. 

Mr. Hout. The loss thus far has not been as great as we anticipate 
for the near future. We think we can see what is coming, but the 
losses thus far are not too impressive. 


(Norr.—In the last 6 months, 13 engineers have left the Commission.) 


Mr. Cox. I think I could supplement that with this: due to the 
shortage of funds, we have had to impose rather arbitrary freezes even 
on promotions from grade to grade. Take an engineer working at 
grade 7 who, in terms of the responsibility of his job and the difficulty 
of this work, is really doing grade 9 or even grade 11 work. It is not 
good civil-service theory to hold that man to a grade 7 but we have 
had arbitrarily to do it, with the result that these people who are com- 
petent engineers doing grade 9 and grade 11 work are able to get jobs 
in other agencies where they can pay them what they are entitled to 
in terms of their professional skill and standing. That is another 
thing that comes up between our Commission and the armed services. 
It is not that they are overpaid when they go there. 

Mr. Yates. Thank you very much, gentlemen of the Commission 
and Miss Hennock. 


Appiipp TECHNICAL RESEARCH AND FREQUENCY ALLOCATION 


Referring now to page 11, we have already covered the common- 
carrier activities. Your next item is applied technical research and 
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frequency allocation, where you have asked for an increase of $28,687. 
Are the statements that have been made by the various speakers in 
full justification of that increase? 

Mr. Waker. They are in justification of it. I take it the ground 
has been pretty well covered. 

Mr. Yates. There is a request for 18 additional employees there. 
Can you break that down as to the need for them? 

Mr. Waker. I think we can save time by having Mr. Walker or 
Mr. Turner take over on that. 

Mr. Turner. I would like to review very briefly the field engineer- 
ing and monitoring activities as set forth in table 1. We have our 
activities divided into three main categories: (1) Enforcement; (2) 
monitoring; and (3) administration. 


ENFORCEMENT ACTIVITIES (FIELD OFFICES) 


With regard to enforcement activities, those are the operations 
that are carried on at our field offices. 

Mr. Yates. How many of those do you have? 

Mr. Turner. We have 23 district offices, six suboffices, and three 
ship offices. 

Mr. Waker. Those figures are shown at the top of page 43. 

Mr. Turner. I have a chart I would like to leave with you that I 
think would be helpful in that regard in showing the distribution 
geographically of our field offices and also of our monitoring stations. 

Mr. Yates. Where do you propose to use the 18 additional 
employees? 

Mr. Turner. There is no increase requested for personnel at our 
field offices. We will continue our present complement of 212.6 aver- 
age employment in 1952. The increase that is shown under “Enforce- 
ment”’ is for Ramspeck or administrative raises for employees in that 
activity. 

Nature oF MonirorinG ActiviTiEs 


Mr. Corron. I wish some of you people would tell me what the 
term “monitoring” really means. 

Mr. Turner. Without further ado, I will now go to monitoring and 
discuss the monitoring activities. 

With regard to monitoring, I will first say we have 11 primary 
monitoring stations. Those are also shown on this chart I gave the 
committee. At the present time we also have a total of seven second- 
ary monitoring stations. The work that is done at these stations is 
actually to police the radio-frequency spectrum. The radio-frequency 
spectrum starts at 10 kilocycles and extends at the present time to 
about 10,000 megacycles. It actually extends beyond that, but that 
is the active spectrum today. 

Mr. Yates. Will you describe your monitoring activity? 

_ Mr. Turner. Monitoring work itself consists of enforcement of the 
Communications Act and the Commission’s regulations and the inter- 
national treaties and also with regard to maintenance of the frequency 
of each licensed radio station and the matter of interference caused 
between stations, one station with another on the same channel or 
adjacent channels. That will involve overmodulation failure of equip- 
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ment, misadjustment of the equipment on the part of the operator or 
transmission vagaries. 

Mr. Puiturps. That is, you have stations located at such positions 
around the United States that if you get a report of a clandestine sta- 
tion or interference from some other station that has gone outside its 
license or if you have a lost airplane, you can by triangulation, by 
drawing lines on a map, discover exactly where that is. You not only 
do that with the fixed stations you show on the chart, but you have 
mobile stations—boats, cars—that you drive around in an area until 
within‘a short time you are able to put your finger on the station you 
are looking for. 

Mr. Turner. That is correct. 

Mr. Puiuurps. I think we should show whether any increase in 
1952 over 1951 is represented by the 9 regional offices, the 23 district 
offices, the 6 suboffices, and 3 ship offices, the 11 primary monitoring 
stations, and the 7 secondary monitoring stations, making a total of 
59 offices and stations. 

Mr. Turner. It is not an increase; it is a decrease of one station. 

Mr. Puiuurres. Of which type? 

Mr. Turner. A secondary monitoring station at Scituate, R. L., 
which was closed effective January 31 of this year. 


PRIMARY AND SECONDARY MONITORING STATIONS 


Mr. Puruuips. Can you tell us in simple language the difference 
between a primary monitoring station and a secondary monitoring 
station; is it in its equipment, hours, or functions? 

Mr. Turner. In all three, and in personnel as well. <A primary 
monitoring station has an average employment of 14 people at the 
present time; a secondary monitoring station has at the present time 
an average employment of 4. We are requesting an increase of 
one engineer at each of our secondaries to bring them up to five. 

Mr. Putuurrs. Do they keep open 24 hours a day? 

Mr. Turner. The primaries are open 24 hours a day; the second- 
aries are not open 24 hours a day by reason of the fact that with 
four people it is physically impossible to maintain a 24-hour watch 
7 days a week. 

Mr. Puiures. Will there by any duplication between a district 
office or any type of office and a monitoring station? 

Mr. Turner. No, sir. 

Mr. Pui.irs. Will there be 59 separate district offices and stations? 

Mr. Turner. That is correct. The activities of our monitoring 
stations are entirely different from those carried on by the district 
offices. 

At a primary monitoring station we have elaborate equipment to 
do all of the policing work that is required in order to keep stations 
in their proper channels, to prevent overmodulation, to detect spurious 
and harmonic waves which, as Commissioner Sterling pointed out, is 
becoming quite a serious problem, and also to make field strength 
recordings that are required by the technical research group in con- 
nection with propagation studies. Those are carried on primarily 
at the primary stations. 

At a secondary monitoring station we have very comprehensive 
laboratory equipment but not to the extent we have in the primaries. 
The standards are not equal to those we have at the primaries. 
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Mr. Putitups. Does your staff feel that you have these stations so 
located now that you have a thorough coverage of the whole area? 


NECESSITY FOR ADDITIONAL MONITORING STATIONS 


Mr. Turner. I am sorry to say we do not. We are finding with 
the present limited number of monitoring stations that we operate 
repeated problems being presented to us, and we have made this 
statement to the Congress for the past 3 or 4 years, during which time 
we have been attempting to obtain new legislation that would permit 
us to request of the Congress funds for the purchase of land and for 
buildings for monitoring stations. 

Mr. Yates. What is the nature of the problems to which you refer? 

Mr. Turner. This particular legislation that is pending will 
provide an amendment of the Communications Act which will give 
the Commission authority to buy land and build buildings for monitor- 
ing activities. 

Monitoring stations cannot be located just anywhere. The site 
requirements are very exact. You need completely level land. 
There can be no hills or ravines or streams or any obstructions in 
the vicinity. A primary monitoring station site should be approxi- 
mately 100 acres in extent. The particular buildings we require are 
specialized to meet our requirements in regard to the nature of the 
wiring, with regard to the shielding of the rooms and the like. Those 
buildings have been constructed to our specifications at the stations 
we now own. 

Mr. Yares. In response to the Congressman Phillips’ question, you 
referred to some problems you are encountering, which indicated you 
are not giving the area sufficient coverage. 

Mr. Turner. That is right. 

Mr. Yares. What do you have in mind? 

Mr. Turner. Additional monitoring stations. He asked whether 
our present number of monitoring stations is adequate. I am trying 
to point out that they are not adequate. The reason they are not 
adequate is that even though we need additional stations, we do not 
have the legislation permitting us to buy them. 

Mr. Yares. Why do you need additional stations? 

Mr. Sreruina. If I may interrupt, I would suggest that you take 
that chart and show why you need a station down here in Arizona, why 
you need one in Puerto Rico, why you need an additional one in 
Alaska. It is in order to get comprehensive coverage and sufficient 
bearings to get fixes on clandestine stations in enforcement or on a lost 
airplane. 

Mr. Wa ker. I was going to suggest, in response to a question 
asked some time ago as to what this monitoring service is, that Com- 
missioner Sterling, who was in charge of our monitoring during the 
war, give one or two illustrations that would illustrate this thing so 
that you could see the real reason and necessity for monitoring, 
particularly during times of national emergency. 

Mr. Yarss. I would like to hear the examples he has to give. I think 
the committee is very well aware of the necessity of an adequate 
monitoring service, where there is an insufficiency or inadequacy of 
monitoring. 
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Mr. Sreruina. I think if you will take this map and explain why 
we need a monitoring station in Puerto Rico, another one in Arizona 
and, since we have only one in Alaska, why we need another one in 
Alaska at Fairbanks in order to get cross bearings and fixes and also 
show the wide separation between Dallas, Tex., and New Mexico 
and the whole area there between the Midwest and the west coast 

Mr. Yates. Do the justifications contain a request for funds for 
this purpose? 

Mr. Turner. No. 

Mr. Yares. Did you make a request of the Bureau of the Budget? 
Did they strike it out? 

Mr. Turner. That is right—because we do not have legislation to 
permit us to acquire new monitoring stations. 

Mr. Yares. In other words, all you are asking is for an additional 
amount to staff the monitoring stations. 

Mr. Turner. That is right. 

Mr. Yates. Where are the deficiencies in the monitoring system 
now? 

Mr. Turner. As Commissioner Sterling pointed out, we have no 
monitoring station in the Caribbean at the present time to take care 
of monitoring problems in the Caribbean. 

Mr. Puitirps. What would be your nearest station—St. Louis? 

Mr. Turner. The nearest station would be Fort Lauderdale, Fla., 
and that is a secondary and is not open 24 hours a day. The nearest 
primary station is at Powder Springs, Ga., and Kingsville, Tex., in 
the southern tip of Texas. Those stations are open 24 hours of the 
day. These stations are not adequate to police the spectrum and 
take care of our problems in the Caribbean, primarily because of 
static. 

Mr. Puiturps. I am not sure that completely coincides with your 
previous testimony. Do you want new stations or increased power 
at the secondary stations? 

Mr. Turner. This budget has only to do with increased personnel. 
We are asking 18 to improve the staffs at our existing monitoring 
stations. 

I am stating where our weaknesses lie with regard to the 18 monitor- 
ing stations we are now operating. I am also saying in the Caribbean 
we have need for an additional monitoring station in Puerto Rico. 

Mr. Puitures. Do you have coordination between the monitoring 
stations and similar functions of other nations? Can you get help 
from them on monitoring? When you get into the Caribbean, you 
get outside our territory, and do other nations have stations in that 
area, too, or do the Armed Forces? 

Mr. Turner. We do have very close relations with other Govern- 
ment agencies such as the military and the CIA. 

Mr. Yates. Do they have monitoring stations in the Caribbean? 

Mr. Turner. We understand quite a number of those stations are 
secret and, of course, the locations are not known, and it is information 
I am not competent to give you; although I have knowledge that they 
do have stations outside the continental United States, J cannot tell 
you where they are. 

(After discussion off the record:) 

Mr. Turner. Mr. Chairman, going now to Alaska, we have only 
one monitoring station to care for the entire Territory of Alaska. I 
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need not tell you the problem there with regard to monitoring, when 
you consider the size of the Territory of Alaska. To superimpose it 
on the United States would cover from the Mississippi westward, 
approximately, in geographical area. That gives you some idea of 
the problem we have in providing coverage in Alaska. 

Because of Alaska’s geography, communications are exceedingly 
important, as is aviation. It is hard to say which is the more impor- 
tant. At the present time, we have but one station. That station 
is located at Anchorage. That station is classified and authorized by 
our Commission as a primary; however, we have only five people 
employed at this one station. 

We are asking for an increase of personnel. Ten of this additional 
eighteen that we are asking for under monitoring will be assigned to 
the Anchorage station to completely man this monitoring station and 
provide the coverage that is required of a primary. 

Mr. Putuuips. Is your ideaa lack of personnel, ora lack of equipment, 
or a lack of triangulation? How many stations would you like to 
have? Let me put it this way: How many stations do you think are 
absolutely necessary for you to have in Alaska? 

Mr.. Yates. Off the record. 

(Discussion off the record.) 

Should not the question of air coverage in Alaska be in the province 
of the military? 

Mr. Turner. We still have under the act an obligation to police 
the spectrum that the military cannot and will not assume. We have 
to have monitoring stations in Alaska to fulfill our duties. 


SAFETY AND SPECIAL Rapio SERVICES 


Mr. Yates. Referring your attention, Mr. Commissioner, to sub- 
paragraph 4 of table 1, dealing with “Safety and special radio services 
activities,’ I notice you are asking for an increase of $18,395. Will 
you justify that increase? 

Mr. Wuire. The $6,646 is for increased expenses in ‘“‘Other ob- 
jects.” I understand you will discuss the “Other objects” later. 
The other is all Ramspeck promotions. 

Mr. Yates. The entire amount is in-grade salary increases? 

Mr. Wuire. Yes. 

Mr. Yares. $12,000 of it is in-grade salary increases under the 
Ramspeck Act, and $6,000 deals with “Other objects,” which we will 
take up later. 

BROADCAST ACTIVITIES 


Subparagraph 5, on page 12, deals with broadcast activity. I 
notice there is a cut of $7,433 asked. Perhaps I should skip over it 
without asking for a justification. 

Mr. Waker. I tried to tell you why we needed more money. 

Mr. Yates. You may make your plea at this point, Mr. Commis- 
sioner, if you wish. 

Mr. Waker. As I have said—— 

Mr. Yarers. For the regulatory work, is the amount insufficient to 
do an adequate job? 

Mr. Waker. That is correct. 
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Case Backioc, Recutatory Work 


Mr. Yates. What is your backlog of pending cases on the con- 
tinuing regulatory work? 

Mr. Sreruine. I think just before you pass to broadcast, Mr. 
White can point out what is pending in that safety and special. It 
applies to the defense effort. That includes the mobile stations en- 
gaged in industry, police, fire, aeronautical, and that sort of thing. 
He has some very significant figures. 

Mr. Yates. It was my understanding, sir, that you may put in that 
testimony. It was my impression the budget pertained only to 
in-grade salary increases, over which we have no control, and the 
remainder was for other objects, which we will deal with at a later 
time. 

Mr. STerRxiNG. Yes, sir. 

Mr. Wuire. The estimates appear on page 65 of our justification, 
which was made last fall. There are interesting changes. The total 
of these detailed estimates appears on page 8. 

We estimated last fall that in 1951 we would have a total of 171,853 
stations in safety and special services. As of the first of February, 
we have already reached 169,912. During January, we added 1,315. 
Actually, we now have more amateur stations than we estimated for 
1951 and almost as many amateur stations as are estimated for 1952. 

I want to point out that our estimates on the number of stations 
and applications have been exceedingly modest, and that we need 
every single person we have requested. We are going to have trouble 
getting the job done with the number of people we have. 

Mr. Yares. May I ask you at this point what precautions you 
take with respect to the granting of licenses to amateurs, to industrial 
users, and to aeronautical and marine users. 

Mr. Wuirte. The amateur and citizen radio services are two services 
which are different from the rest. We give a license, you might say, to 
practically everybody who wants a license. The amateurs must pass 
an examination and show their technical ability to operate an amateur 
station. That is all. The citizen radio applicant must merely show 
he is a citizen of the United States and agree to use equipment that 
has been tested and approved. 

Mr. Puiurrs. They are both amateurs? 

Mr. Waite. Ina sense, both are amateurs. Many of the advance- 
ments in radio have started in the amateur ranks. For instance, the 
opening of the frequency spectrum of above, say, the broadcast band, 
the higher frequencies, was opened by, the amateurs. 

The commercial interests did not become interested in that band 
of frequencies at all until they found the amateurs were talking across 
the Atlantic on them with very low power, 4 or 5 watts. That is 
only one example of what the amateurs have done. 

Mr. Yates. What do you do to police the amateurs, if you move 
into an emergency situation? If so many licenses are pending, and 
you grant so many licenses, is there not a possibility of lack of control 
without more restrictive supervision? 

Mr. Sreruinc. I think perhaps you would like to know what 
planning is being done for national defense. It might be well to 
state briefly what our plans are with respect to amateurs, off the record. 

Mr. Yates. I would like to hear that. Off the record. 
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(Discussion off the record.) 

Mr. Yates. On the record again. How big a backlog do you have of 
applications of the various categories under service, as shown on page 
65? 

Mr. Waker. Mr. Chairman, I will ask Mr. Holl to distribute a 
table which will show that. 

Mr. Ho... I want to say that this table is hot off the press this 
morning. 

Mr. Wuire. I have the figures before me for the month of January. 
We received 9,300 applications, which is about 2,000 more than we 
received the month before. We processed 7,172, which is some 200 
more than we processed the month before. Our backlog for the 
Bureau increased from 3,549 to 5,678. 

Mr. Yates. Is that over-all for all categories? 

Mr. Wuire. Yes. 


STATUS OF REORGANIZATION STUDIES 


Mr. Paruuips. It might be a good point to ask about the $25,000 
we gave the Federal Communications Commission last year to make 
an investigation of any procedures that might cut down on this 
backlog. 

Mr. Wauire. I think that was mentioned before. 

Mr. Hou. That was discussed a little bit. It was made, we under- 
stood, for reorganization studies, and became available in August. 

We told you when we were up here in January of 1950 that we had 
a study under-way for common carrier. 

Mr. Puiuurps. [ thought we had emphasized, in your reorganiza- 
tion, cutting down the troublesome backlog that you have here for 
applications for stations. 

Mr. Hott. We think the way to do that, other than to hire more 
people, is to organize the best we can; in other words, reorganize. 
We are well on the way to doing that. 

My. Putiurps. Did you make use of the $25,000? 

Mr. Houu. No; we have not. It is now impounded. 

Mr. Putuuirs. By the President, by the Bureau of the Budget? 

Mr. Hott. Yes. 

Mr. Patiurpes. How much more did they impound? 

Mr. Hout. $25,000. 

Mr. Anprews. Did they specifically impound the $25,000? 

Mr. Hout. We did offer that. We did not think we needed to use 
it. We had the experience behind us of two successful studies. It 
seemed to us that we might better go ahead and make the third study 
and complete our own reorganization that way, in view of our success- 
ful experience at the time the appropriation became available. 

Mr. Tuomas. What do you mean by “successful experience’? On 
reorganizing? 

Mr. Hou. Yes. 

Mr. Tuomas. When did that come about? 

Mr. Hott. You remember last year we said we had a common- 
carrier study under way. We set up a common-carrier bureau. We 
followed that by the study of the safety and special radio service ac- 
tivities. As a result, during the past summer our Safety and Special 
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Radio Services Bureau was set up under Colonel White. We are now 
studying the broadcast activities. 

Mr. Puitures. That was not your exact testimony. 

Mr. Waker. The studies have been very effective as far as the 
new organizations are concerned. I am speaking of the common- 
carrier and the safety and special radio services. The broadcasting 
study is well on the way and it ought not to be too long before we get 
the organization set up for the broadcast activities. 

Mr. Wuire. The backlog in the Safety and Special Radio Services 
Bureau is not as bad as it sounds. We are moving an awful lot of ap- 
plications. 

We have a backlog of 3,000 applications. That is only 15 days’ 
work. We are moving 7,000 onpliatines a month. 

Mr. Puiturrs. You want to call it a nest egg, rather than a backlog? 

Mr. Wuire. Yes. It is sufficient that is in process. It is reduced. 
I have not the exact figures here for the first of August, when we set 
up the Bureau, but on November 30 we had 168 cases that had been 
pending for 4 months or more. 

Mr. Yarrs. You mean, the usual application will only take 2 weeks 
to process? 

Mr. Wuirer. Thereabouts, or less. 

Miss Hennock. You are talking about broadcasting services? 

Mr. Yatres. No—his field. I know that an application for a spot 
on your band for a broadcasting station it should take more than 2 
weeks, especially with notices going out to competitors. Have any 
studies been made as to the average time an application takes, or is 
there no average application? 

Miss Hennock. That depends on whether it is designated for hear- 
ing with a half dozen other applications. It is a much more compli- 
cated procedure. They have a right of appeal to the full Commission 
and to the courts. 

I thought that Congressman Phillips was inquiring as to our backlog 
in broadcasting licenses. I thought you indicated in your question 
that you wondered whether we were not given $25,000 to catch up to 
date in that. 

Mr. Puriurps. Do you want to answer that now? 

Miss Hennock. May I refer to that $25,000 for the purposes of a 
functional reorganization of the Commission along the lines that 
Chairman Thomas had indicated the last year and the preceding year? 

That $25,000 was not used because Mr. Holl handled the situation 
so well, as I indicated earlier. We did not want to spend money for 
outside help, when those efficiency experts would take a year to be- 
come familiar with our highly technical agency. 

He has done an excellent job in setting up two bureaus already, and 
is working on the third. We did not resort to the use of that $25,000. 
We have a shortage of engineers, and we have a shifting of our person- 
nel to many of these war activities. 

Mr. Puiuurps. Strictly speaking, the money was given to you for 
a survey as to ways and means of expediting business. 

This committee was very much interested in seeing if you could 
expedite this backlog of broadcast applications. 

I did not want to continue this because it was getting confused with 
the other applications. But we do want to know if you are doing 
anything about bringing down the backlog of broadcast applications? 
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Mr. Waker. I would like, first, on the reorganization, to supply 
the committee with the orders of the reorganization of the common 
carrier and the special services. 

Mr. Puiturs. The common carrier is a new division; is it not? 

Mr. Hout. Yes. 

Mr. Puiuurps. They are Western Union, and others. 

Mr. Wacker. [I am talking about the ordinary broadcasting station. 

These two bureaus have been organized with special studies by Mr. 
Holl’s office. 

We had a man who was devoting all his time to that particular 
work. He has since left us and gone into private service. The reor- 
ganization has tremendously speeded up, I believe, the work of both 
the common carrier and special services. How much it has speeded 
up the special services may be partially indicated by the statement 
that Colonel White has just made. 

The study of the broadcast organization was slowed down because 
this man who was working with us, and who went into private indus- 
try, had partly done the work. We put a new man on the job with Mr. 
Holl. That work is fairly well under way. It ought not to be longer 
than a couple of months before we get the new bureau set up for 
broadcasting. 

Mr. Holl has told you how the $25,000 has been frozen. 

Mr. Yates. Mr. Phillips, I think the answer to your question lies 
on page 3 of the summary of applications pending in major broadcast 
services, Which was handed us this morning. 

It shows comparatively the status of applications pending as of the 
respective dates shown thereon. 

As of January 31, 1951, there were 1,603 applications pending for 
broadcast licenses; is that not correct? 

Mr. Hout. Yes. 

Mr. Patties. How many of them have whiskers? How old are 
they? 

Mr. Waker. Some of them are too old. There is no question 
about that. I had indicated earlier in my testimony that we do 
desperately need more help in that field. It is not entirely a matter 
of reorganization. We have to have more engineers to take care of it. 

Mr. Puiuurps. I am not sure this committee has been fully con- 
vinced it was just entirely a matter of more help. We could give you 
more help, but would you by that process make a complete cleaning 
out of your applications? Do you not have to have some pretty 
experienced and highly trained help to do it? 

Mr. Waker. Of course, the more highly trained the help, the 
better it is. 

Mr. Puriiies. Does that come to the Commission for final action? 

Mr. Waker. Certainly. 

Mr. Putuuips. Is there not a saturation point on the number of 
people that could be added to work on your broadcasts? I think 
that was what was in the committee’s mind in the hope you would 
investigate it during the year and come up with some good suggestions. 

Mr. Yares. May I interject there, Mr. Phillips? How many of 
the 1,603 cases are awaiting Commission decision with the hearing 
completed? 

Mr. Wacker. I can supply that. I could not give you that figure 
offhand. 
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Mr. Yares. Have you any idea on that? 

Mr. Ho tt. It is practically none. It is a very inconsequential 
number. Of those that have been heard, I think there are only 12. 

Mr. Yares. Still awaiting Commission order? 

Mr. Hot. Yes. We have, in addition to that, 35 more where an 
initial proposed decision has been issued. There is a time lapse for 
replies, and things like that. 'The Commission is not the bottleneck 
in getting these out. 

Mr. Waker. I think you will find the Commission acts reasonably 
promptly on these cases when the material is before them so they can 
act. 

Miss Hennock. The bottleneck is mostly engineering. Would 
you not say that is right? We have to shift many of our engineers 
from one division to another. Other Government agencies call upon 
this Commission to lend them our engineers, our information and 
services. We are faced with a question of first things first. 

The engineers who are processing that line you are interested in, 
Congressman Phillips, are naturally shifted over; is that not correct? 

Mr. Piummer. Could I cover what has happened from last spring 
to date? On the processing line, I believe, we had 12 engineers work- 
ing, and we were gaining. Then the North American Regional 
Broadcasting Agreement came along. We took some engineers to 
work on that. Of course, there are vacations in the summer. 

There was another session of the North American Regional Broad- 
casting Agreement. We had three engineers leave from that group. 
Two, | believe, went to the armed services, and one to private industry. 
We had a request from the Continental Air Command to do some 
work. It concerned regulating the broadcast stations so that the 
enemy cannot “home” on them during air raids. There is a bill before 
the Senate now—lI believe S. 537—which is connected with that. 

Mr. Puartuurps. I do not understand how you can do that. 

Mr. Piummer. They can be manipulated. 

Mr. Yares. Is there not a request pending by the armed services 
that they be given the power to shut down broadcasting stations? 

Mr. Piummer. That is involved in that bill. What we are trying 
to do, at their request, is to find some method to keep them on. We 
think we have found it. It has been tested. We had to drain off a 
small amount of manpower, both from the standard broadcasting line 
ares from our Television Division. The backlog has come up some- 
what. 

I think we got down to about five men on that line. In the last 
week we have been building it up. I believe we are back up to about 
eight engineers on that processing line now. 


FCC PROCESSING OF APPLICATIONS 


Mr. Yates. For my own education, will you tell me what happens 
to an application once it is filed? What is the procedure of the Com- 
mission? How complicated is it to get the certificate of convenience 
and necessity for a broadcast license? 

Mr. Piuummer. Let Mr. Plotkin do it. 

Mr. Piorxin. It is filed. It goes to what we call the Broadcast 
License Division, which is composed of clerical people. They see if 
the application is complete and all the requests ave been answered, 


and so forth. If the application is incomplete, it is returned. 
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If it is complete, it is then routed to the Engineering Bureau to 
make a study of it. After the Engineering Bureau has completed the 
technical survey, it goes to the Accounting Bureau for the purpose of 
determining whether the applicant is financially qualified. When 
they are through with it, it comes to the Law Bureau, where an 
analysis is made of it. 

A joint memorandum is prepared and presented to the Commission 
for consideration. The Commission considers these in a meeting 
which is held regularly once a week. If the application is consistent 
with Commission policy and if there are no other applicants requesting 
the same facility, the application is granted without a hearing. 

On the other hand, if the application is not consistent with Com- 
mission policy, or if it causes interference with another station, or if 
there is another applicant asking for the same facility, it is designated 
for hearing. ‘Then it is assigned to an examiner. The hearing is held. 

The examiner writes an initial decision. Exceptions to that 
decision are filed by the parties and by the general counsel’s office. 

There is oral argument before the Commission. After the oral 
argument, the Commission issues the final decision. 

Mr. Putturrs. At what point does it go into a catalytic state and 
then emerge in about 90 days? 

Mr. Piorxin. As a matter of fact, we have never been able to 
obtain a speed of service of 90 days. We would be happy if it was 
only a period of 90 days. 1 

Mr. Yates. Why does it take so long? 

Mr. Piorxin. They pile up. The amount of technical work 
involved in examining this thing, even with 12 engineers working, 
takes a certain length of time. You must go through the things and 
figure out the complicated problem. 

We were at a stage about 7 or 8 months ago where you could 
expect, when an application was filed, that within about 4 months it 
would be up before the Commission for action. 

We are behind that now. It is taking us about 7 or 8 months 
before it gets up to the Commission for first action. 


“CLEAR CHANNEL’? PROBLEM 


Mr. Putuures. It would be in line here to ask you how you are 
coming on with the ‘clear channel’ problem which has kept a lot of 
your applications on your list without action. 

Mr. Piorxtn. I think Commissioner Hyde can answer that better 
than I can. 

Mr. Hyps. Congressman Phillips, there has not been any work 
applied specifically to the ‘clear channel’’ problem in recent months, 
because we have had the problem of obtaining an international allo- 
cation within which to work out our own domestic problem. 

We did finally conclude the North American Regional Broadcasting 
Conference on November 15 of last year, when we signed a new 
agreement. That agreement is subject to Senate ratification. It was 
sent to the Senate on February 5, and referred to the Committee on 
Foreign Relations. 

I am satisfied that the Commission will not want to undertake 
any changes in our domestic allocation until the treaty is passed upon 
by the Senate. 
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It may be of interest to you to know that under the terms of the 
new agreement, now subject to ratification, the Commission will have 
more flexibility of action to determine its domestic policy. It should 
pave the way to final solution. 

Mr. Putuurps. I think I would rather ask a more simple question 
than that. What are you going to do about the Mexican stations 
jamming our lines out in California? 

Mr. Hype. We have not had a great deal of difficulty from Mexican 
jamming. 

Mr. Puruurps. It is not technical jamming; it is the constant broad- 
casting. 

Mr. Hype. The fact is that, under the previous agreement, Mexico 
secured six clear channels, as did Canada. We secured 25. 

Mr. Puiuures. Some of the people out our way are interested in 
other subjects besides headache pills and goat glands. 

Mr. Hype. May this be off the record? 

Mr. Yates. Yes. 

(Discussion off the record.) 


LENGTH OF TIME FOR PROCESSING APPLICATIONS 


Mr. Piorxry. I think you have asked a question as to why it takes 
so long. We have what we call a processing line. Every Monday 
we prepare a list of applications pending before the Commission. 
They are listed according to the file number. They get priority of 
handling according to the file number. 

You will note the first item under the processing line list. You 
will note there is approximately half of a page of applications in that 
processing line list under ‘Study by engineering.” Then ‘Awaiting 
engineering action” is the next item. ‘These are the ones that they 
have not had an opportunity to start on yet. It is the balance of the 
first page. The second page is the same, and half of the third page. 
There are approximately two full pages of applications that no one 
has started to work on yet. ‘There is a half a page where they have 
started to work. ; 

The problem is there has just not been enough people to assign to 
these two pages of applications. 

Mr. Yates. How many people do you have in your engineering 
section working on those? 

Mr. Piorkin. At the highwater mark we had as many as 12. We 
dropped to a low of 5. We are working up to 8 or 9. 

What can be done with some of these problems, I think, can be 
illustrated by our transfer applications. It is even more important 
that you get early action in that than in an application for a new 
station. The man wants to get out and the new man wants to come 
in. It used to take us 4 or 5 months to process them. 

Even though the number of transfer applications has gone up, we 
are at the point where a good many of them get processed in 30 days, 
the great bulk in 45, and those that take longer than 45 days have to 
go to hearing. 

Anyone who files a transfer application, involving no hearing, gets 
action within 45 days. We are happy to say on the transfer side that 
it has been a year or more since we have had complaints that people 
are not getting good service. We have not hit that on the new sta- 
tions. 
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Mr. Yates. Why is that? Is it something inherent in the investiga- 
tive process? 

Mr. Piorxin. The transfer application involves no technical prob- 
lems at all, just legal and accounting. Applications for new stations 
involve technical problems. That is where our difficulty comes in. 
It takes a long time to figure out the engineering problems. 

In the transfer cases there are no technical problems, and we can 
speed them up. Weare now at the point where it is quite satisfactory. 

I doubt if we will achieve such a satisfactory speed of service so far 
as new stations are concerned. We have always stated we would be 
quite happy if we could hit 90 days. Iam sure the applicants would 
be more than overjoyed if we could hit 90 days of service there. 

Mr. Hypr. Would you like to see an allocation plan for just one 
frequency which indicates the number of directional-antenna patterns? 
Each time an application for an assignment on 2 channel comes up, 
that process is gone through. It is necessary for the engineers to 
study the directional-antenna pattern of the applicant and to calculate 
the signals in the critical directions. 

It is out of those calculations that you determine whether there is 
a conflict with an existing service or a pending application. Those 
diagrams indicate the shape of the radia! »ns from stations. 

Mr. Wesster. They use the expression “‘shoehorning.”” What we 
have come to now, with the large number of radio stations in existence, 
is that every time a new one comes along he must be figuratively 
speaking, “‘shoehorned”’ in with the rest. It is a tremendous engi- 
neering problem to do that. 

We have to study that very carefully, so that we do not interfere 
with all the others that are on the same channel. That ‘“‘shoehorning”’ 
process is what is causing a lot of this engineering problem. 

Miss Hennock. We used to have some hundreds of stations up to 
1940. Now we have some 2,200. Commissioner Webster has been 
concerned about this. It is tight. Some of them should not be in 
there. 

Mr. Ptummer. What the engineer is asked to do with an applica- 
tion for a new station is to calculate the effect of that particular propo- 
sition on every other station on the channel, including Canada, Mexico, 
and Cuba. ‘Then he has to calculate the effect of all existing stations 
back on the proposition he is studying. It is not unusual for an 
engineer to spend 3 weeks just getting those two-way calculations 
between all these stations. 

I have often seen it happen at the end of that 3 weeks’ work that 
another application would come in on the same channel and cancel 
from 50 to 80 percent of the work he had already done. He has to 
start all over and make the calculation again. 


COST OF PROCESSING APPLICATIONS 


Mr. Yartss. Has any estimate ever been made by your Commission 
as to the cost to the Government for processing an application of this 
type? 

Mr. Ptummer. No; I do not believe so. 

Mr. Prorkin. If you will look at page 265 of the budget document, 
you will see a statement as to the productivity in the Bureau, how 
many man years go into an application, or how productive an engineer 
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is, and how productive an accountant or lawyer is in processing an 
application. 

f you will notice under ‘“‘AM” the number processed per engineer- 
ing employee is 26.3. The average salary of the engineering bureau 
can readily be ascertained. If you multiply that, you will find out 
how much it costs in the engineering bureau. 

On the other hand, the problem from the legal and accounting view 
shows that each employee can handle 121.2 applications. In account- 
ing, each accountant can handle 286 applications per year. This 
shows the relative complexity of the noel em and why we are running 
into difficulty. The cost would just be a problem of figuring out the 
average salary in each of the three bureaus and multiplying by the 
appropriate number. 

Mr. Yates. Is there any question of the use of facilities in testing? 
I notice you have @ request for an appropriation on supplies and on 
other activities. Does this come into the application procedure at all? 

Mr. Piorkin. Yes. I would imagine that would be a bookkeeping 
matter, as to how you would apportion your other expenses for pro- 


cessing. You would have to figure not only the direct cost, but a 
certain amount of overhead. 


POSSIBILITY OF CHARGE FOR FCC SERVICE 


Mr. Yates. Has the Commission given consideration to the possi- 
bility of imposing a charge for its services? 

Mr. Piorxin. That has been before the Congress on several occa- 
sions. It has never been popular and it has never passed the Con- 
gress. It has been before the Legislative Committee. 

Mr. Waker. We took that up as far back as 1934, when the Com- 
mission was first organized. But we have never gotten anywhere 
with it. 

Mr. Yates. When you say you took it up, what did you do? Did 
you make the proposal that a charge be made for granting a certifi- 
cate, or on filing an application? 

Mr. Waker. We put the proposition before Congress to decide 
whether there should be a charge made for that sort of thing. 

Mr. Yates. Have you advanced it again since 1934? 

Mr. Waker. We have advanced it since 1934. I would have to 
search the record as to when we did it. It is not new. 

Mr. Piorxin. There was a study in 1940. There is an interde- 
partmental committee studying it for the Bureau of the Budget now. 

Mr. Yares. Is a copy of that study available? I think with the 
costs of administration going up and up perhaps some of the costs 
should be borne by the applicants. 

Mr. Wesster. One of the difficulties, I think, as shown from the 
study, is whether you are going to impose it only on broadcasting 
stations or all. When you get into some of the other services you run 
into difficulty. 

Take the amateurs, whether you want to charge them; the police 
organizations of the country, and things like that. Those are the 
problems that enter into it. 

Mr. Yates. Going to subparagraph 6, on page 12, I notice you 


have a request for an increase of some "$52, 189. Will you justify 
that, please? 
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Mr. Hout. There, again, you will notice the average employment 
figures are the same. While there may be a few salary adjustments, 
the increase is due primarily to in-grade promotions. 





TRAVEL Costs 


Mr. Yates. Referring your attention to “Other obligations,” which 
is on page 104, this committee is going very carefully into the question 
of travel and other items under “Other objects.”’ 

Mr. Waker. Of course, there is some of that travel that is 
absolutely unavoidable. 

Mr. Yares. How much of it? 

Mr. Waker. It is all necessary. I did not mean that there is any 
money sdent that is not necessary. I mean by that, there is no way 
to avoid the travel. 

Mr. Yates. Who does the traveling? 

Mr. Wavxer. The engineers in these monitoring services do a lot 
of it. For example, I would say that a large share of it would be 
made that way. If you will turn to the next page, you will see where 
the travel is, because it is itemized there. It is shown under ‘“‘ Justi- 
fication by object class.” 

Mr. Yates. How much of your 1951 appropriation for travel was 
spent as of February 1? 

Mr. Cox. $53,000 had been spent on that date. 

Mr. Yates. That seems to be in line. Is there any way that the 
travel exvenditure could be cut below what you have in here? Is all 
the travel that you have itemized necessary? 

Mr. Watxer. We think it is necessary, as we have submitted it. 

Mr. Yates. Why is there such an increase this coming year? 

Mr. ~~ aAuKer. One reason is because of the increase in the costs. 

Mr. Yares. I had not known travel had gone up that substantially. 

Mr. Sreruina. Could I point out a couple of very significant sub- 
jects that require greater travel for 1952 than at the present time? 

For example, under sub (e) under the Office of Chief Engineer, you 
have the Engineering and monitoring Division. That is the Division 
that makes the inspection of stations, conducts examinations on 
regular schedules throughout the United States, so that operators for 
the various classes of licenses can come to these designated cities 
where the examinations are scheduled and appear for examination. 

Moreover, inspectors at our field offices have to visit various ports 
from time to time in order to inspect ships, which must submit them- 
selves for inspection at least once a year. 

When you get into a period of national defense, such as we have 
now, and there is a stepped-up amount of radio activity in the 
spectrum, there are more interference complaints to investigate and 
clear up. In that respect, you have more complaints of alleged sub- 
versive radio activity. You cannot let those go neglected. It is 
necessary to send a mobile unit in the field and investigate that 
complaint. 

It requires travel to the point and staying there, maintaining sur- 
veillance over the location until there is a positive determination made 
that there is no illegal radio activity. 

Mr. Yates. How many of the Commission’s hearings are held out- 
side the District of Columbia? 
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Mr. Waker. I cannot give you that. 

Mr. Yates. It states here that travel requirements for the Office of 
Formal Hearings depends directly on the number of hearings scheduled 
outside the District of Columbia. 


Mr. Waker. There are a number of them that have to be held in 
the field. 


Nore.—In 1950 a total of 15 hearings was held in the field. 

Mr. Yates. Do examiners conduct those hearings for the Com- 
missioners? 

Mr. Wacker. There are certain classes of hearings that the Com- 
missioners themselves are bound to hear. Take, for example, revo- 
cations and matters involving change of policy. The law requires 
that those must be heard by a Commissioner. 

There are relatively few cases, 1 would say, that are heard by 
Commissioners. The majority of the cases are heard by examiners, 
and not too large a portion of them in the field. For example, we 
have a circuit now that we had to set up in the special services, starting 
at New York, then Chicago, then Los Angeles, and back to Dallas. 

There are a great number of individuals applying for licenses to 
operate busses, trucks, and so forth, and you cannot bring those people 
up here to Washington. They just could not get the service if they 
had to pay their expenses to get up here. So, we did set up that 
circuit. That is necessary. 

If you had a case of a revocation of a license, you could not justify 
the hearing in Washington, bringing the applicant here. If you could 
justify it, bringing the operator here, he might not be able to spend the 
money, because he has to spend considerable money anyhow defending 
his case. So, I say there are certain cases which must be heard in the 
field. 

Mr. Yates. With respect to those, you have your nine regional 
offices. Is it not possible that they may undertake a portion of these 
hearings? 

Mr. Waker. No; those offices are not set up for that. They do 
not have examiners or people to conduct the hearings. 

Mr. Yates. Is your whole examiner staff in Washington? 

Mr. Waker. That is right. 

Mr. Yates. Whom do you have in your regional offices? 

Mr. Waker. We have a yery small examiner staff in Washington. 

Mr. Yates. Whom do you have in your regional offices? 

Mr. Waker. Those are field engineering offices which have an 
engineer in charge in each office. In addition we have common 
carrier field offices in New York, Atlanta, St. Louis, and San Fran- 
cisco. These offices are staffed with accountants. 

Mr. Yates. Do you have any lawyers in the field? 

Mr. Waker. No; we do not have any lawyers at all. 

Mr. Wesster. I think it is important to point out that the people 
in the field are investigative engineers who are investigating various 
things for us; they are looking into the various phases of engineering, 
and from the violation point of view. 

We have no one in those offices who corresponds to an examiner. 
If I am not mistaken, we are required to hold our hearings by a 
constituted examiner. We have no examiners out in the field. 
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Mr. Yates. Could not an engineer be designated as a hearing 
officer? - 

Mr. Corrone. Examiners, of course, have to comply with various 
requirements set up by the Commission and the Administrative 
Procedures Act, which requires that examiners be appointed with 
certain qualifications. Extensive qualifications have been set up by 
the Civil Service Commission. They require an examiner who is 
versed as to the laws of evidence and in various legal matters. For 
example, ruling on difficult problems of evidence would be an almost 
impossible task. 

Mr. Yates. I was under the impression that the rules of evidence 
did not apply before the administrative bodies. 

Mr. Corrone. I think when you are contending with an adversary 
on the other side there is a rather strict insistence upon compliance 
with the rules of evidence. 

Mr. Yares. Do you not find that many of the points go in subject 
to objection, leaving it for the Commissioners to determine at a later 
date whether or not they should have been admitted? 

Mr. Corrone. A good examiner will not fail to rule on an objection. 
That is why we have examiners, so they can make a ruling on objec- 
tions as to evidence at the moment the objection is made. 

If those questions are left, you run the danger of having an incom- 
plete record. If the Commission decided to overrule an examiner on 
his refusal to permit certain evidence, you might have to go back and 
order a further hearing. That is not the procedure followed in our 
hearings. Our examiners rule on the point of evidence as it comes up 
and make a decision then and there. 

Mr. Yates. Perhaps I am governed by the procedure which was 
followed when I was with the Illinois Commerce Commission. What 
our examiners did was to permit the evidence to go in subject to 
objection, leaving it to the Commission to determine whether the 
evidence should stay in. 

Mr. Waker. Probably you did not have the Administrative 
Procedures Act, under which we are working, to contend with. 

Mr. Corronsn. You do have to bear in mind that we have the 
Administrative Procedures Act. The delegation of responsibility is 
made to the examiner and he is to rule on points of evidence. The 
Commission, in setting up the procedure, has given them certain 
authority to act more or less as a subagency of the Commission, 
because their initial decision, if not objected to, becomes a final 
decision. 

Mr. Yates. Are the rules of common law pertaining to evidence 
strictly adhered to before your agency? 

Mr. Corrone. Yes; the rules of common law, but the general rule 
is that rules in Federal equity cases are applicable. There is a greater 
measure of leeway because in an administrative proceeding you do not 
deal with juries. 

Many of the rules of evidence, as you undoubtedly know, are de- 
signed to protect against improper inferences that a jury might ob- 
tain from matters which are not competent or material. 

Certainly, the rules as to relevance and materiality are observed, 
but there is a greater latitude because the issues are not as well delin- 
eated in a proceeding that is designed to deal in matters pertaining 
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to public interest as when you are adjudicating the rights of one 
litigant against another. 

Mr. Waker. We do have one lawyer out on the west coast at the 
moment. [He is at Los Angeles.] 

Mr. Corrone. He is at Los Angeles. 

Mr. Waker. We did have him at San Francisco. He is used 
pretty largely on investigations out there. It would be necessary to 
send somebody out there every time we had a matter to investigate 
if we did not keep him there. But that is the only lawyer we have in 
the field. 

TRANSPORTATION OF THINGS 


Mr. Yates. On page 109 there is the justification for transportation 
of things. Where are household goods sent—to Alaska? What is the 
justification for that? 

Mr. Wacker. When we move a man from one point to another in 
the field he is entitled, as 1 understand it, to have his household goods 
transported. In other words, we might find it necessary to send a field 
officer from Grand Island, Nebr., down to Powder Springs, Ga. If 
he were thus transferred he would be entitled, as I understand it, as a 
matter of law, to have his household goods sent down there. 

Mr. Yates. What about transportation of things. What is in- 
cluded in that item—equipment? 

Mr. WaLKEr. Yes. 

Mr. Yarss. Is it the equipment that has been purchased and for 
which there is no transportation cost has been included in your 
equipment account, at the time the actual purchase? 

Mr. Hou. And sending equipment from one station to another. 

Mr. Yates. With respect to communication services, it is in line 
with the increases in rates, is that correct? 

Mr. Hout. There is practically no increase. 


Rents AND Urtiuiry SERVICES 


Mr. Yates. $800. Rents and utility services. Are you increasing 
any offices or providing additional space? 

Mr. Hou. As we point out we are being supplied Government 
space in several places, so that we are able to reduce this from $63,000 
to $50,000. 

PRINTING AND REPRODUCTION 


Mr. Yates. There is a possibility of further cutting the printing and 
reproduction item, is there not? 

Mr. Hou. We have already cut it substantially. 

Mr. Cox. The increase in cost to our agency of printing done in the 
Government Printing Office, has reduced very substantially the 
amount of printing we get for the same amount of money. That 
means that for the $38,000 item we get a good bit less for our money 
in 1952 than we got in 1951 and 1950. 


Supplies AND MATERIALS 


Mr. Yates. What about the remaining category in the other ob- 
jects? Supplies and materials seem to be a large one. 
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Mr. Watxker. There is a minimum on that. Of course, Mr. Chair- 

man, you can get that down to a certain point. You have to have 
your materials to operate with, your supplies to operate with. 
» Mr. Hotz. You will notice that a great deal of that is connected 
with our monitoring work. Gasoline and oil would be almost entirely 
monitoring. Technical supplies would be in there, fuels and heating 
the same thing. Then we get our duplicating supplies, our depart- 
mental and general services. 


APPROPRIATIONS, 1951 AND 1952 


Mr. Anprews. What was your appropriation for 1951? 

Mr. WALKER. $6,575,000, after the Budget Bureau had cut. 
Mr. ANprRews. And your request for 1952 is $6,850,000? 
Mr. Cox. Yes, sir. 

Mr. Anprews. What did you ask the Budget for? 

Mr. Ho.u. $8,125,200. 


ESTIMATED EMPLOYMENT, 1951 


Mr. ANprews. How many employees do you have during fiscal 
1951? 
} Mr. Hox. It started out at about 1,285. We are down to 1.215, 
and expect to maintain that staff for the rest of the year. 

Mr. Andrews. One thousand, two-hundred and fifteen? 

Mr. Hout. That will be a 1,248-average figure for 1951. 


ESTIMATED EMPLOYMENT, 1952 


Mr. ANprews. How many in 1952? 

Mr. Hout. An average of 1,253.4. That will mean we will go 
approximately back up to the 1,285 level late in the year. 

Mr. Anprews. That is all. 

Mr. Tuomas. Mr. Yates, let me briefly summarize two or three 
bureaus and make one or two observations and ask one or two 
questions. 

If my figures are correct, you are asking for an increase of about. 15 
employees in 1952 over 1951? 

Mr. Cox. Yes, sir. 


Errect oF FCC RErorGAnizaATION 


Mr. Tuomas. One of your big bureaus is your field monitoring, with 
an increase of about 18 employees over 1951, which would give you a 
total of 444 in 1952, and your special services will remain at 129 for 
1952 as against 1951. 

Your broadcast will drop from 204 in 1951 down to 198.6 in 1952. 
Comment briefly, and I request briefly, on your future workload in 
your broadcast section and in your special service section. 

Your broadcast work is bound to decrease, where, on the other 
hand, your special services is on the increase. I understood your 
distinguished friend down at the other end of the table to say that he 
had only a backlog of about 15 days in the special services. If my 
memory serves me correctly, it is nearer 90 days. 
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You might throw in, for good measure, some information on your 
freezing of the TV channels, what the Supreme Court has done to you, 
and so forth. Can you do that for us? 

I want to add one other small proposition to this. We are rather 
disappointed you did not use that $25,000, to be perfectly frank with 
you. The explanation gives the committee this one thought: You did 
not ask for the $25,000; the committee thrust it upon you. You have 
not used it. Your actions are stronger than your words. 

In commenting, we want to know why as the monitoring stations 
are set, up, and with the personnel of around 440 people in the field, 
you cannot take some of the backlog off of the Washington staff and 
special services. You could cut down that backlog. 

You might also comment on your administrative services, where 
you have about 277 people, and why that cannot be cut down, have 
a reallocation of your personnel in your broadcasting section, your 
monitoring section and in your special services section. 

That is what we want you to expend the $25,000 on, and see if you 
cannot come up with some opinion other than your own. I have always 
found that new blood and new thinking never hurt anybody. 

I know you have a multiplicity of detail work, where it is a problem. 
Frankly, I am commending you. I do not know how in the world 
you can do it half as well as you do. It is staggering. But when you 
have some fellow come in from outside who is not accustomed to 
seeing all the many details, it is bound to help you. 

We are pretty sold on that idea. I hope that you will take ad- 
vantage of the committee’s suggestion and do something along that 
line. 

Will somebody give us a little picture on your backlog of special 
services and broadcasting, with an idea of using, if possible, in your 
special services, your monitoring division and your nine field stations? 

Can you wrap that up right quick, Mr. Commissioner, in very 
few words? 

Mr. Waker. You have about covered the whole field. 

Mr. Tuomas. You know this whole budget as well as I do. I am 
talking off the cuff and you may do the same. 

Mr. Wacker. As for the reorganization we have made, I want to 
say that we did get a man from the outside and hired him to work on 
this reorganization. Now, we got through with two bureaus. We 
first did the Common Carrier Bureau and got it functioning. It is 
functioning, I think, admirably. 

Mr. Tuomas. You know the heat is in that division, as far as the 
public is concerned. It is in broadcasting and special services. 

Mr. Waker. I do not believe that there is anybody on earth who 
could have devised a plan which would more rapidly expedite the 
work in the special services than the organization which we perfected. 

Mr. Tuomas. How far are you behind now on special services? 

Mr. Watker. I will ask Colonel White to answer that. 

Mr. Tuomas. Did I understand you to say that it was 15 days? 

Mr. Wuire. The last spot check I made on the applications of all 
the services, which were not involved in hearings or long litigation 

or something of that sort, showed that the oldest application was 40 
days old and the youngest was about 7 or 8 days old. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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Mr. THomas. How much of this work is dumped on your Bureau 
here? What part of the workload is taken off you in the field, if any? 

Mr. Wurre. I would like to state, sir, that the reason we can handle 
it with the staff we have got, as many as 7,000 applications a month, 
is because we are handling a different type of case than the broadcast 
case. 

Mr. Tuomas. We know that. The question is why cannot you have 
a part of this workload which is dumped on you right here in this 
Bureau taken off you in the field. 

Mr. Wacker. May I ask the chief engineer to review the experi- 
ence we had on trying that? 

Mr. Piummer. We tried that in broadcast about a year ago. We 
sent out to the field a fair amount of applications for technical process- 
ing in the field. We found that we had to do a lot of work in Wash- 
ington to get the material out to the field people to work on. 

I am talking only about broadcasting now. When a broadcasting 
engineer works on an application, he has to have the files of many 
other stations. 

Mr. Tuomas. That is understandable. 

Mr. Piummer. Frankly, I do not know whether we gained any on 
efficiency by doing it or not. We gave ita try. We have done noth- 
ing on it since. 

Mr. Tuomas. I can follow you right down the line on your thinking 
in broadcasting. You are going to have one common spot where may- 
be you can have all your material. I do not know if it would be 
feasible to transfer it to the field in this area. I think perhaps you 
can. After all, this station over here in California is not going to 
interfere too much with the one in Chicago. 

In your field of special services, that is purely local stuff. It does 
not cover too wide an area. The other fellow has a fleet of trucks 
out here, this man has a fleet of taxicabs, and a fleet of police cars. 
When you get close to the water you have some boats who want to 
go out 50 miles. 

Why cannot you handle that in the field rather than ship it all up 
here? What is universal about that, so to speak, that it has to come 
to a central office right here to be processed? 

There are 129 people in that office. You have less than half of them 
processing. You have about 55 doing engineering and administrative 
work, 

Mr. Waker. I would like to make a preliminary statement, and 
then ask Colonel White to follow up on that. We tried in Common 
Carrier to get a couple of more field offices. We never got anywhere 
with it. We made the request. JI do not know how many times we 
did that. But we did not get the money we wanted. We wanted to 
put a station out in Omaha to help handle that work out in that 
territory. 

Mr. Tuomas. Mr. Chairman, the Bureau of Common Carriers, and 
you know it as well as I do, for the last 10 or 15 years has constituted 
a very, very small part of the budget. The big activities have been 
in special services and particularly in the field of monitoring and really 
primarily broadcasting, and the ancillary activities that go with it. 

If you were to go into your Bureau and develop it like you should 
develop it, I expect you could expect more in your Bureau than the 
whole budget is for all the activities of the Commission. 
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Mr. Waker. Yes; and you could do it justifiably. I say our 
attempt to get field offices for that work was not successful. You 
cannot dump this work on the monitoring stations and get results on 
monitoring. You can do one or the other. 

You could establish field offices, perhaps. I will let Colonel White 
take up on that subject. 

Mr. Tuomas. Give us a little enlightenment, Colonel White. 

Mr. Wuire. This is more or less a bulk regulation. We treat all 
the amateurs the same, all the police the same. All the oil companies 
are treated the same when they put in a 1,000-mile pipeline, et cetera. 
The Authorization and Analysis Division compares applications with 
criteria. Only a small percent of the applications ever see the four 
major service divisions. The Service Division spends their time 
planning for the use of frequencies and for the development of ways 
and means to get the very last drop of word capacity out of the very 
few kilocycles we have. 

As soon as they develop something that is helpful, it is passed down 
to the Authorization and Analysis Division. 

Take one division. I think there are about 10 people in the Avia- 
tion Section. They handled in January 1,316 applications. That 
is a lot of paper to move around. 

Mr. Tuomas. A lot of detail work. It is absolutely astounding. 

Mr. Wuire. If we had just one person in each of the field offices, 
that person would have to be somebody expert in the aviation matter 
to handle those applications. They would have to be expert in ships 
and this, that, and the other thing. 

I think we would end up with more people and more paper around 
than if we take these expert knowledges and put them in a small 
group and then try to get them, as far as a GS-5 or 6 is concerned, to 
process the application completely from beginning to end. 


WORKLOAD, 1951 AND 1952 


Mr. Toomas. What is your workload for 1952? It is on the in- 
crease, is it not? 

Mr. Wuirte. In 1951 we are almost up to what we estimated to do 
in 1952. With the defense situation and the growth of industry, it 
looks like our workload will be a lot more. 

Mr. Tuomas. What is the picture for 1952 for broadcasting? 

Mr. Wuire. I would not know about broadcasting. 

Mr. Tuomas. That is on the decrease, is it not? 

Mr. Puiorkxin. In general, as far as the standard broadcasting esti- 
mates are concerned, it leveled off about 6 months ago. It is going 
between 400 to 450 a year. There is nothing in the last 2 months or 
10 months that shows any increase. Whether the war effort will 
cause a decrease, we do not know. 

Mr. Tuomas. Anyway, it has leveled off. 

Mr. Puorkin. Yes. As far as television is concerned, if we lift the 
“freeze”? and there is no war problem, there will be a tremendous 
amount filed, because even during the period of the freeze when we 
asked people not to file applications, as many as 100 were filed in 1 year. 

If the television “freeze’’ is lifted later on this year, and the war 
situation does not hurt, there will be a tremendous increase. 
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Mr. Tuomas. What is the Commission’s thinking about lifting 
the “freeze’’? 

Mr. Waker. Mr. Chairman, we are through with the hearing 
with the exception of the phase of the hearing, which will start rea- 
sonably; on the various local allocations, the station allocations. We 
have not heard the testimony of the individual applicants and the 
individual operators as to their views on the allocation. 

When we get that testimony all in, and are able to digest the record 
and write our decision, the “freeze’’ can be lifted. 

Mr. THomas. Are you able to squeeze out any more channels 
than you originally anticipated? 

Mr. Waker. We have all the channels we can get in the part of 
the spectrum where we are now operating at the very high frequencies. 
At the ultra-high frequencies we are preparing to make some alloca- 
tions. Of course, the field there is not as attractive to applicants 
as in the very high frequencies. 


INJUNCTION AGAINST COLOR TELEVISION ORDER 


Mr. Toomas. What did the Supreme Court do to you with regard 
to the injunction? 

Mr. Waker. That is color television that you are talking about? 

Mr. Tuomas. Yes. Is that a Supreme Court injunction? 

Mr. Waker. There was an application for an injunction in Chicago 
against our color television order. 

Mr. Toomas. What bearing, if any, Judge Walker, did that have 
on the timetable when you intended to lift the freeze, and so forth? 

Miss Hennock. None. 

Mr. Waker. I cannot see why that would greatly affect it. That 
matter is pending in the Supreme Court now on the appeal of the 
decision of the district court in Chicago upholding our order by a vote 
of 2 to 1. 

How long the Supreme Court will take to decide the case I do not 
know. ‘The Supreme Court in these cases usually does not take too 
long. We ought to be ready to move forward on that within a 
reasonably short time, assuming the the problem of the national 
emergency does not put on a “freeze.” 


ALLOCATION OF TV CHANNELS 


Mr. Tuomas. How much work do you anticipate with reference to 
the allocation of your TV channels when you really get going? 

Mr. Watker. That will be a tremendous amount of work. You 
are talking about the allocation itself? 

Mr. Tuomas. Yes. 

Mr. Waker. That will take us a good portion of the summer, I 
would say, before we can have it worked out. 

Mr. Tuomas. Suppose you have 5 channels at this spot and 10 
applicants? What is going to be your method of allocating? Are 
you going to give them all a chance to be heard, and so forth? 

Mr. Waker. I do not know any way to avoid that. 

Mr. Piorxin. That is mandatory by law. 

Mr. Tuomas. You can then prepare for one long siege of it. Thank 
you very much. 
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Mr. Puiorkin. I did not quite finish answering Chairman Thomas’ 
question on the backlog. I told you about AM and TV. There are 
two other principal types of applications which the Commission must 
process. 

There are renewal applications. No applications can be longer 
than 3 years. The number of renewal applications is increasing. 

_ Mr. Tuomas. That is chicken-feed work. The contest is when 
you get the application. 

Mr. Piorxin. The one which is more difficult than the renewals is 
the transfer applications—people selling stations. Those are also on 
the increase. 

Mr. Tuomas. The profit is small and, therefore, they want to sell 
them. You can handle 150 of them as compared to one of those for 
the original station. 

Mr. Prorkin. The big difficulty we have is that one engineer can 
handle only 21 standard broadcast applications, whereas when you 
come to the lawyers and the accountants, who are the people who 
handle the transfer and renewal matters, it is different. 

Mr. Tuomas. You are not trying to minimize the lawyers and put 
the engineers above us, are you? 

Mr. Yarss. He is pointing out the fact they are about three times 
as slow as we are. 

Mr. PLorkin. That is saying it better than I could. 

Mr. Corron. You told Mr. Andrews about the request of the 
Bureau of the Budget and its reduction. May I ask if you have 
pending or do you contemplate filing any supplementary request for 
the fiscal year 1952? 

Mr. Waker. Any supplemental? 

Mr. Corton. Yes. 

Mr. Houtu. May I answer that? Not to restore the figures we asked 
for, to take recognition of the changes in the defense picture. We do 
have some studies under way looking toward that. 

Mr. Corron. Briefly, what aspects of the defense picture? 

Mr. Houu. Primarily our field engineering and monitoring work, 
which we have discussed for so long. I think Commissioner Sterling 
mentioned it before. 

Mr. Sreruina. Off the record. 

(Discussion off the record.) 


‘““PREEZE’’ ON ALLOCATION OF TV CHANNELS 


Mr. Corron. I was not quite clear in my mind about it. Is it your 
opinion, insofar as you can have an opinion, that this “freeze” is likely 
to extend through the greater part of fiscal 1952? 

Mr. Waker. We had hoped to get the “freeze” lifted by Septem- 
ber. Iam still optimistic enough to believe we will be able to do it. 

Mr. Corron. You are now referring to the situation as far as the 
court is concerned? 

Mr. Waker. I am not referring to the court. 

Mr. Corron. You are referring to the national emergency? 

Mr. Hyper. Just the allocation of our channels. 





nas’ 
‘are 
nust 


ager 
rhen 


Is is 
> on 


sell 
» for 


can 
you 
who 


put 
mes 
the 


lave 
, for 


your 
kely 


tem- 
it. 
; the 


eeiiieaiat at Sanat SP UUA IR BS AER UES SE CRATERS og FMT SR AE VT TT ON 
LR ESE AUER INN MO ROREE REE re ONG e  e: FS, ° ese 


ag 
e 
we 
bY 


has 
ae 


Pips pear a 


535 


EFFECT OF EMERGENCY ON FCC ACTIVITIES 


Mr. Wacker. Just the ordinary allocation of channels, the prob- 
lems that we are working on now. That is independent of what 
might develop in the national emergency. 

I cannot tell, none of us can tell, if there should suddenly be an 
emergency so there would be an order that a ‘‘freeze” be placed on 
everything. That might happen. 

Mr. Corton. I had occasion on December 11, 1950, to take up a 
matter with your Commission over a scrap between the city of Boston 
and my own State about their allocations. 

I was informed at that time that a “freeze”? was on as far as the 
assigning of television broadcasting privileges, and that it would prob- 
ably extend until the critical national and international situation 
brightens considerably. 

That would mean some time, would it not? 

Mr. Waker. What was the date of that letter? 

Mr. Corron. December 11, 1950. Incidentally, ghat was not a 
letter. That was my letter and a telephone conference. 

Mr. Waker. I am surprised that the Commission made an an- 
nouncement like that. 

Mr. Corton. It was a telephone conversation with someone in 
the Department. I was not attaching too much significance to it. 
The ‘‘freeze’’ may be lifted any time? 

Mr. Waker. When we can formulate a decision on the record. I 
think we can do it by September 1. 

Mr. Corron. There is one other factor that is likely to influence 
the volume of your work. I noticed when I was studying. these 
justifications last night, at page 65, where you are discussing safety 
and special services, you say the estimates for the number of stations 
in 1951 and 1952 are predicated upon the probability of a sharp cur- 
tailment of production of radio and receiving and transmitting equip- 
ment in the next few years. The apparent corollary to such curtail- 
ment is that few, if any, new stations will be authorized. 

I understood from the testimony this morning that your experience 
thus far this year is contrary to that anticipation and that the appli- 
cations are coming in. 

Is it not likely that, as time goes on, scarcity of equipment not only 
in the television field but in other fields is likely to reduce activities? 

Mr. Waker. On special services I think probably the slow-up 
in materials would merely aggravate the situation, because the people 
would be urging action on their applications. 

If the situation should become bad enough or serious enough to 
stop production, of course, there would be little use in granting 
licenses for the erection of television stations. 

Mr. Wuirer. The situation is that the use of radio in special services 
has become so much a part of so many of our businesses. If you 
authorize the construction of a new plant or the operation of a new 
industry, or something of that sort, radio comes right along with it. 

Take the building of a pipeline such as the Big Inch that was built 
in the last war. That has a complete communications system with 
several hundred stations tied to it as part of that pipeline. 

The same thing is true if you authorize a new plant. You will 
have the radio station along with it. It seems, in spite of the fact 
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that there has been a curtailment of basic supplies to radios, perhaps 
television, and things of that sort, any time the NPA authorizes the 
construction of these other things they have to authorize the radio 
to go with it, and I get the applications. 

Mr. Corron. This possible scarcity of materials which was referred 
to at that point in your justifications in relation to special services— 
_is that likely to affect somewhat the common-carrier activities in the 
matter of extension of telephone and telegraph lines? 

Mr. Wa ker. I think perhaps that, on the other hand, might 
accentuate it. During the last war we had to have tremendous 
expansion in common carriers because of the new lines to military 
establishments, new services throughout the world where additional 
stations were opened up, and so on. 

As far as common carrier is concerned, I would say it would accen- 
tuate it. 

Common Carrier ACTIVITIES 


Mr. Corrong Just one other matter, Mr. Chairman. In your 
Common Carrier Division, pages 17 and 19, you commented somewhat 
on the possibility that during the fiscal year you would be engaged in 
somewhat extensive regulatory activities in the telephone field. 


SEPARATION FORMULA OF INTER- AND INTRA-STATE TELEPHONE CALLS 


Does your Commission have the task of separating and determining 
the fairness of rates as between long distance and local service? 

Mr. Waker. We have the proposition of separations of toll from 
exchange. We do not have any jurisdiction, of course, over State 
rates, whether they are exchange rates or toll rates. 

Right now we have under way negotiation with a committee of the 
State commissions as to the matter of separations. We also have a 
docket opened for testimony, if that becomes necessary. We have a 
proceeding pending with a postponement to August 20, 1951, for the 
beginning of hearings, if hearings are required 

There will be negotiations going on until some determination and 
conclusion can be reached about this matter of separation with the 
State commission committee. 

If no conclusion can be reached, perhaps further investigations or 
the taking of further testimony, or even a hearing, may be necessary 
on that subject. 

Mr. Corton. I was particularly interested in it, Mr. Commissioner, 
because only a few days ago I received a communication from the 
public service commission in my own State. 

They had no idea about this hearing. Perhaps I am taking advan- 
tage of the hearing to raise the point. 

Mr. Watxer. That is perfectly all right. 

Mr. Corron. The Chairman of the Commission states: 

This letter is to apprise you of a serious situation which is developing, due to 
the determination of the Federal Communications Commission to investigate the 
Bell System’s long-line rates. If successful, this probably will bring about a 


request for rate hearings in the various States to increase intrastate rates to com- 
pensate the companies for loss of revenue resulting from the FCC action. 
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He then mentions a letter addressed to you by Senator McFarland, 
a copy of which he encloses to me, and goes on to say: 

If it develops that interstate toll does not have the proper investment, revenue, 
and expenses allocated to it, the remedy is to make adjustments in the formula. 
It appears to the members of the New Hampshire Public Service Commission that 
if a reduction in rates is possible at this time, it should be in favor of the large 
group of telephone users who are paying high rates for their local service rather 
than in favor of the small group of users who employ the long lines. 

Senator McFarland said: “Shifting the load from the big fellow to the small 
user is neither correct nor equitable.’’ 

As you know, there is presently a wide disparity between interstate and intra- 
state toll charges, occasioned by the operation of the present separation formula, 
with the interstate charge being in all cases lower than the intrastate charge for 
the same number of miles. If the FCC persists in its action, this disparity will 
be increased, but if the NARUC proposals are adopted, we feel that the formula 
will more properly reflect true conditions, with a possibility of reductions in 
intrastate tolls. 

Would you care to comment on that, briefly? 

Mr. Waker. Mr. Congressman, that is a long, long story. I 
think, if I may say so, the reason that I happen to be on the Federal 
Communications Commission was because of my activities, as the 
Chairman of the State Corporation Commission of Oklahoma, 
particularly in this field. 

Then the long-line rates, the long-distance rates, were established. 
I mean by that when the FCC was created the toll rate from New 
York or Washington to, say, Los Angeles or San Francisco was about 
$10.50. 

In the States immediately after World War I, in all the States, as 
far as I can recall, the telephone company, or companies, usually the 
Bell System, because the Bell System controlled the situation in each 
of the States, made applications for increases in rates. 

As I say, at that time the interstate toll rates were exceedingly high. 
I know a lot of us thought that the trouble must be higher up. We 
could not get the evidence in the State cases to do anything about it. 
We made a rate. The company would go to the supreme court of the 
State, maybe to the Federal court. It would get an injunction against 
the rates we fixed as State commissions, and nothing was done as far 
as helping the situation in the States. 

I thought the trouble might be, as I say, higher up. We began 
studies. These studies convinced us that if rates were lower business 
would move, and if business moved revenues would come into the 
telephone company and the company would make money. 

Of course, we had no jurisdiction over the intrastate rates. That 
is the way the act was set up. The act was careful to recite that the 
Federal Communications Commission had no jurisdiction over ex- 
change rates. Through a series of negotiations, the rates between one 
end of the country and the other, say, New York or Washington to the 
coast, were eventually reduced from what they were, around $10.50, 
to a rate of about $2.50 now. 

The revenues have mounted. 

Mr. Yates. The revenues of whom? 

Mr. Waker. The revenues of the telephone company. They 
have increased. I am speaking of the long lines. 

In the meantime, we had a study, a separation study, made and 
certain additional revenues were allocated to State services, as 
recall. 
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In 1943 we had a hearing under way. We were importuned by 
the carriers not to interfere with the war effort and to drop that 


investigation. After 2 days of hearings the matter was compromised, 
due largely to the war situation. 


A reduction of some $35 million was made in interstate rates, and 
an additional portion was allocated to the States. I have never been 
quite sure that the States got the benefit of it. 


I know that all of the amount over $35 million did not go into 
specific rate reductions. 

Mr. Yates. What year was this? 

Mr. Waker. 1943. Has there been one since that, Jack? 

Mr. Werner. I have a list of the rate reductions which have been 
instituted since the Commission came into being. There is one in 
1944, 1945, and 1946. 

Mr. Yarrs. By whom? 

Mr. Waker. By the FCC. 

Mr. Yarers. Against whom? 


Mr. Waker. The American Telephone and Telegraph on the 
interstate rates. 

May I say we answered that letter of Senator McFarland’s? I 
would be glad to supply a copy of it for the record, and our response. 

Mr. Corron. Would it be all right if both Senator McFarland’s 
letter and the answer went into the record? 

Mr. Yares. Certainly. 

Mr. Wacker. We will supply that for you. 

(The material referred to is as follows:) 


Unitep States SENATE, 
OFFICE OF THE Masoriry LEADER, 
Washington, D. C., January 30, 1951. , 

Dear ComMIssIONER WALKER: At the request of a number of Senators, I dis- 
cussed the current situation with respect to long-distance interstate telephone toll 
rates and local exchange and intrastate telephone rates with Chairman Wayne Coy 
on the eve of his departure last week for his vacation. I regret that I could not 
take up this critical matter earlier but as I am sure Mr. Coy did not have an 
opportunity to present the problem to the members of the Commission before he 
left, I deem it advisable to write you in detail and send copies of this letter to 
each member of the Commission. 

The problem of disparity in telephone rates has disturbed me for a long time 
although I appreciate that it is commendable on the part of the Federal regulatory 
agency to be vigilant in attempting to avoid an inordinately high return to the 
American company on its plant investment. The trouble is that the general 
public does not realize that every move that is made to reduce long-distance toll 
rates results directly or indirectly in an eventual increase in local exchange tele- 
phone rates and in intrastate toll telephone rates. Put very simply and plainly, 
this merely shifts the load from the big user to the little user; from the large 
national corporations which are heavy users of long distance to the average house- 
wife and business or professional man who do not indulge in a great deal of long 
distance but are the lifeblood of the telephone business in this country. 

The members of the NARUC, meeting in Phoenix recently called to my atten- 
tion a proposal for a change in the current separation formula which would have 
the effect of partially equalizing some of the existing disparity in telephone rates. 
They have pointed out that without exception the various associated companies 
have sought, and in most eases secured, increases in local exchange and intrastate 
toll rates. Additional local increase petitions are pending in many States. Only 
last week another 8 percent increase was being sought in New York. But at the 
same time the Federal regulatory agency has demanded and secured reductions 
in long-distance toll rates. 

Some of the examples shown me of differences between an interstate toll rate 
and an intrastate rate for an identical or nearly identical mileage are almost fan- 
tastic. For instance, the 3 minute station-to-station rate between Florence and 
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Yuma, Ariz., is $1.05 while the rate for the same service between Florence and 
Winterhaven, Calif., is 80 cents although the telephone route mileage is identical, 
namely 197 miles. The 3-minute station-to-station rate between Chicago and 
East 5t. Louis, Ill., is $1.10 while the rate for the same service between Chicago 
and St. Louis, Mo., is 90 cents although the telephone route mileage is identical 
namely 264 miles. An even more absurd case is the fact that the 3-minute station- 
to-station rate between Seattle and Vancouver, Wash., is $1 while the rate for the 
same service between Seattle and Portland, Oreg., is 65 cents although the latter 
call is only 7 route-miles longer. In each case there is a rank discrimination in the 
rate for service within a State as compared with the rate for service crossing a 
State line. ; 

We all know that the Nation-wide telephone plant is a complex and closely 
integrated structure and that over the years no separation formula has been wholly 
fair or wholly satisfactory either to the American company and the associated 
companies or to the 48 State commissions. But one thing is clear to all of us— 
there would be no long-distance toll business without the loéal plant and the local 
telephone instrument in each home and business. It seems to me that this obvious 
fact has been overlooked in arriving at a fair and equitable separation formula. 

I had hoped that the proposal of NARUC for a tryout of its new separation 
formula would get a green light from the Commission. Now, I understand, the 
Commission is going ahead with a hearing scheduled to begin in April for a further 
reduction in long distance toll rates and that the Commission’s position is that the 
State utility commissions’ proposed separation formula should be formally pre- 
sented at that hearing. Frankly, I do not think that is going to be very helpful 
to the State commissions or to the great mass of small telephone users who are 
continuing to bear the burden of higher telephone costs, which promise to mount’ 
even higher as your agency decreases long distance toll rates. Moreover, it 
seems to me that the Commission may also be overlooking the fact that the existing 
toll-line plant already is becoming overburdened; ‘“‘busy circuits’ is now a common 
excuse. Of course, a further decrease in long-distance rates simply would have the 
effect of putting a heavier load on a plant that can hardly handle the existing load. 
It certainly is going to be an incongruity if we again go into a phase when ordinary 
civilian use of long distance will be curtailed, while the rate is reduced to encourage 
more business. 

I am not in a position to pass upon the question as to whether the remedy 
suggested by NARUC is the proper one but I am certain that something should 
be done—and at once. The fact remains that while the Commission has ordered 
long-distance rates lowered, local exchange and intrastate rates have steadily 
increased. Moreover, while wages and other general expenses of doing business 
have increased tremendously, those who use the long distance actually get cheaper 
service. In my judgment, this anomaly cannot be explained away by .merely 
insisting that greater volume of long-distance business has brought this about 
since it is clear without any question that the basic volume increase is due largely 
to the tremendous expansion of local facilities. 

I am sure you and your colleagues will agree with me that this shifting of the 
load from the big fellow to the small user is neither correct nor equitable. If 
legislation is necessary for the Commission to correct this injustice, please make 
your recommendations at once so that we may introduce the bill and get started 
on righting this wrong. 

Very sincerely yours, 
Ernest W. McFar.anp. 

Hon. Paut WALKER, 

Acting Chairman, Federal Communications Commission, 
New Post Office Building, Washington 25, D. C. 


e 
Fepruary 14, 1951. 
Hon. Ernest W. McFar.anp, 
United States Senate, Washington 25, D. C. 

Dear Senator McFaruanp: This is with further reference to your letter of 
January 30, 1951, regarding the investigation instituted by the Commission on 
January 19, 1951, in Docket No. 9889, into the rates and charges of the Bell 
System companies for interstate and foreign communication services. In your 
letter you refer to the existing disparity between the rates for intrastate and 
interstate toll services involving comparable distances and the possible aggravating 
effects of interstate rate reductions upon the disparity. You also refer to the 
change in the telephone separations procedures which was recently advanced by 
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the National Association of Railroad and Utilities Commissioners (NARUC) as a 
method of alleviating the disparity between intrastate and interstate toll rates. 
In conclusion, you request the Commission to recommend legislation, if legislation 
is necessary, which would make possible a correction of the disparity problem. 

We should like to emphasize at the outset that the Commission appreciates vour 
concern over the disparity which exists between the rates for intrastate and inter- 
state toll telephone service. However, in considering the questions presented by 
your letter, we deem it important to take this opportunity to indicate some of 
the facts which led to the institution of this rate investigation proceeding referred 
to in vour letter and, in addition, to point out certain considerations which we 
believe are pertinent to the disparity problem, the relationships of interstate 
rate reductions to the disparity, and the part played by the telephone separation’s 
procedures in the matter. 

Bell System interstate earnings are currently at a high level. If the Com- 
mission were able to resolve certain controversial questions regarding the treat- 
ment which should be accorded various items of investment and expenses, as 
reported by the Bell System companies, the actual rate of interstate earnings may 
be found to be higher than their reported figures indicate. It was against this 
background that the Commission instituted the proceedings in Docket No. 9889. 

You state in your letter that reductions in interstate long distance toll rates 
result directly or indirectly in eventual increases in local exchange and intrastate 
toll telephone rates, and that “‘this merely shifts the load from the big user to the 
little user; from the large national corporations which are heavy users of long 
distance to the average housewife and business or professional man who do not 
indulge in a great deal of long distance but are the lifeblood of the telephone busi- 
ness in this country.”’ In this connection, the following considerations appear 
pertinent. 

Between September 1936, and February 1946, the Commission was instrumental 
in effecting eight major reductions in interstate long distance toll rates which are 
saving the users of the service over $200 million every year. During this period, 
no significant increases were made in either local exchange or intrastate toll rates, 
although some sizable reductions were made with respect to the latter. The most 
recent reduction in interstate rates was accomplished effective February 1, 1946; 
however, it was not until the latter part of 1946 and the early part of 1947, that 
the postwar series of increases in local exchange and intrastate toll rates com- 
menced. The reasons for these intrastate rate increases were explained by the 
Bell System in the 1948 Annual Report to Stockholders of the American Tele- 
phone & Telegraph Co., as follows: ‘““‘Wage and other costs have continued to 
rise * * * and ‘Along with the increase in day-to-day operating expenses, 
additions to plant * * * must be made‘at today’s higher costs, resulting in 
a higher investment per telephone.” 

While it is true that interstate toll service has also been exposed to higher 
operating expenses and costs, these increases have been offset to a substantial 
degree by developments resulting in reductions in average costs per circuit mile 
applicable to long haul circuits. These reductions have occurred to a much greater 
degree in the interstate field than in the intrastate field. For example, A. T. & T.’s 
average cost per circuit mile in that portion of the Bell System interstate toll line 
plant owned by it, declined from about $109 in 1943 to less than $60 by 1950. On 
the other hand, the average cost per circuit mile of toll line plant of the associated 
companies was $134 in 1943 and declined to $120 by 1950. Accordingly, the 
average cost per circuit mile of plant devoted to interstate toll service is less than 
the average cost identifiable with intrastate toll service. This fact was recognized 
by the NARUC-FCC staff committee on telephone regulatory problems in its 
report, dated October 26, 1950, which report was presented at the NARUC 
convention held in Phoenix, Ariz, in November 1950. In referring to the disparity 
between interstate and intrastate toll telephone rates, it is stated in the report 
(pp 6 and 7): 

“This results largely from the fact that the application of methods and tech- 
niques developed through Pell System research has served to reduce the average 
cost per mile of the longer haul heavy traffic circuits to a much greater degree 
than that of the shorter haul lightly loaded circuits. The shorter haul and gen- 
erally the more lightly loaded circuits have not vet benefited to any material 
extent, although there is prospect that they will in the future.” 

It should also be noted that disparities in intrastate toll rates, as well as dis- 
parities in exchange rates, exist from State to State. These disparities, no doubt, 
eae from differences in costs and in regulatory policies as among the various 

tates. 
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Rate regulatory action by this Commission with respect to interstate message 
toll telephone service has been taken solely with reference to operating expenses 
and investment in plant attributable to interstate service. In all instances where 
the Commission has taken action to reduce interstate rates, such action has 
appeared necessary in the light of facts which indicated that more than a reason- 
able rate of return was being earned on the investment devoted to the rendition 
of interstate service. Thus, it would not appear that the fixing of rates in this 
manner, whereby the users of interstate service contribute their fair share of the 
revenue requirements of the Bell System companies, shifts any “load” from the 
interstate service to intrastate toll or exchange services. 

While it is true that certain reductions in interstate telephone rates may 
encourage greater use of interstate telephone facilities, we do not believe that this 
poses any immediate service problem. Speed of service on toll telephone calls 
today is estimated by the Bell System to average slightly less than 2 minutes. 
This speed is to be compared with the speed of 3.7 minutes in 1943, the worst 
wartime year. In this connection, it should be pointed out that the Bell System, 
since the end of the war, has made tremendous increases in its plant capacity. To 
the extent that traffic important to the national defense may become subject to 
delays, measures can be adopted to insure expeditious handling of such traffic. 

You indicate that the benefits derived by the public from interstate rate redue- 
tions inure mainly to the large user, such as the national corporation, and penalize 
the small user, such as the housewife and the business or professional man. One 
of the objectives of the Commission over the years has been to take interstate 
long-distance service out of the class of a luxury item available only to the affluent 
and the larger user, and to bring the service within the reach of the general public. 
You may recall that prior to September 1, 1936, the coast-to-coast day rate for a 
3-minute telephone call was $10.25, whereas today the rate is $2.50. Substantial 
reductions have also been made in the rates for interstate services of lesser dis- 
tances, That interstate telephone service is not primarily a large user service 
is borne out by Bell System studies which reveal that in 1949 business users, 
large and small, accounted for approximately one-half of the messages and 56 
percent of the revenues in the interstate toll service in which the A. T. & T. Co.’s 
long-lines department participated. The remainder of these interstate messages 
and revenues came from residential users and users of public and semipublic 
telephone facilities. Similar percentages obtain with respect to all toll calls 
over 24 miles handled by the Bell System, including both intrastate and interstate. 

Long-distance telephone service at rates which could be paid by the small users 
was a godsend to the men and women in the armed services during the war and 
likewise to the parents whose principal contact during this trying period was 
through the long-distance telephone. This was true certainly in the United 
States and often so throughout the world, wherever our Armed Forces were 
stationed. It will likewise be true in the present national emergency when the 
long distance telephone will furnish the principal dependable person-to-person 
contact between parents and sons and daughters. 

It is not unreasonable to assure that the*use of interstate facilities by the 
nonbusiness user will increase in the immediate future as a result of the telephone 
calls » laced b* our Armed Forces personnel who are stationed in camps located 
away from their } ones, 

You indicste disappointment at the failure of the Commission to adopt, for 
test purposes, the proposal by the NARUC at its 1950 annua! convention that 
c-r‘ain mcdifications be made in the telephone separations procedures. It was 
est mated that the adoption of this proposal would shift approximately $200 mil- 
lion of plant inves'‘ment and $20 million of annual expenses from intrastate to 
inter tats cp2ratio:s, and thereby reduce the revenue requirements of the asso- 
cia‘ed com: anies applicable to thier intrastate operations, and increase the reve- 
nue requirments app.icable to interstate operations. This result, it was con- 
tended by the Stat s, would assist in relieving the disparity between intrastate 
and int rstete toll rat s by reducing the amount of, or preventing, further in- 
cr°ases in intrastate toll rates, or by enabling some downward adjustments in 
those ra es. It is estimated that the current disparity amounts to about $125,- 
0000 0 ennually. At tte most, the NARUC proposal would take care of per- 
has $35,0€0,C00 of this disparity, assuming the States were in a position to re- 
duce intrasta‘e to.] rates by the full amount of the benefits they would receive 
under this proposal. 

The Con mission, at the request of the NARUC, considered the proposal in 
October 1950 end, on the merits, was forced to conclude that the proposed sepa- 
ration procedure was unreasonable and unsound as a method of cost allocation; 
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that the results produced by its application would not be fair; and that, there- 
fore, the procedures should not be adopted. The Commission’s views regarding 
the matter were stated in a letter of October 18, 1950, to the Chairman of the 
NARUC Committee on Telephone latory Problems, a copy of which is attached 
hereto for your information. As indicated by that letter, the purpose of separa- 
tions procedures is not to equalize the levels of rates and earnings applicable to 
the various segments of service rendered by a utility. As we understand it, the 
true purpose of such procedures is to permit the ascertainment, as accurately as 
possible, of the costs which are properly to be associated with each of the different 
segments of service in order that the reasonableness of the rates and earnings 
applicable thereto can be judged. Particularly in the field of telephone service, 
where telephone properties are to a great extent used jointly in the rendition of 
intrastate and interstate services, which services are subject to mutually exclusive 
regulatory jurisdictions, proper separations between intrastate and interstate 
property, expenses and revenues are essential to the establishment of reliable 
cost bases upon which the respective jurisdictions may properly discharge their 
statutory responsibilities in the field of rate making. It appeared to the Com- 
mission that, for the reasons stated in its letter, adoption of the proposed modifi- 
cation of the separations procedures would result in a distortion in the costs of 
the services which are subject to the respective jurisdictions and the substitution 
of fictitious costs for actual costs. The unreasonableness of the proposal was also 
demonstrated, in the opinion of the Commission, by the arbitrary and dispro- 
portionate manner in which the respective States would participate in the bene- 
fits which the plan is designed to create. However, the Commission, at the time 
it instituted the proceedings in docket No. 9889, advised the NARUC that it 
wold consider enlarging the issues in that proceeding if the NARUC so requested, 
in order to include therein consideration of any proposals providing for specific 
changes in the separations procedures. 

We agree with you that there would be no long-distance toll business without 
the local plant and the local telephone instrument in each home and business. 
It does not seem to us, however, that this fact has been overlooked in arriving at 
the existing separations formula. To the extent that these facilities are used in 
connection with interstate service, under the existing separations procedures, 
interstate service shares the cost of these facilities on the basis of the relative use 
made thereof. 

We should also like to point out that the existing separations procedures repre- 
sent the culmination of many years of joint and separate study and endeavor by 
the Bell System, the several State commissions and this Commission, ever since 
it was indicated by the Supreme Court in Smith v. Illinois Bell Telephone Com- 
pany (282 U.S. 133 (1930)) that— 

“The separation of the intrastate and interstate property, revenues, and 
expenses of the company is important not simply as a theoretical allocation of 
two branches of the business. It is essential to the appropriate recognition 
of the competent governmental authority in each field of regulation.” 
As a result of joint effort, standard procedures for the separation of telephone 
plant and expenses by jurisdiction and by classes of service were established in 
1942, and have been generally applied by the Bell System in its State rate cases, 
and in dividing revenues from interstate service among the various companies of 
the Bell System participating in that service. The separations procedures were 
amended in 1947, as the result of a comprehensive cooperative study by the 
NARUC, the Bell System, and this Commission. The amendments to the pro- 
cedures were then estimated to result in the transfer from intrastate operations to 
interstate operations of $6 million in plant and $17 million in annual expenses. 
Prior to this, in 1943, when the Commission adopted the station-to-station principle 
of rate making, the revenue requirements of intrastate services were reduced by 
about $20 million annually. 

To sum up the situation as we see it, the disparity between intrastate and inter- 
state toll rates is principally the natural outgrowth of the acknowledged fact that 
the average costs identified with interstate toll service subject to the jurisdiction 
of this Commission are substantially less than the average costs identified with 
intrastate service in the large majority of the several States. In light of this fact, 
we do not believe that a solution to the disparity problem should be sought in 
arbitrary modifications of the separations proeedurcs. The purpose of such pro- 
cedures is to enable the ascertainment, as accurately as possible, of costs identi- 
fiable with different services subject to mutually exclusive jurisdictions. 

Regarding your suggestion as to the possibility of legislation to correct the dis- 
parity problem, the Commission, at this time, has no legislative proposals to 
recommend. 
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We earnestly hope that the foregoing will explain the Commission’s position in 
this matter. Before proceeding further, however, the Commission believes that 
consideration of any propose for revision in the separations procedures may be 
expedited if joint FCC-NARUC review were undertaken in connection with any 
proposals the NARUC may wish to submit for consideration, To this end, we 
are proposing that a joint cooperative examination be undertaken to explore 
further the matter of separations procedures. While we do not believe an in- 
formal reconsideration of the current NARUC proposal is warranted, a modifica- 
tion thereof or a new one which meets the objections to the current proposal might 
be formed. The Commission will continue to keep an open mind on the whole 
question and earnestly hopes that a reasonable solution can be formulated. 

Pending this examination and in order to observe the trends in revenues and 
expenses, the Commission has postponed the dates for answer and hearing specified 
in the Commission’s order of January 19th to July 16, 1951, and August 20, 1951, 
respectively. 

By direction of the Commission: 

Paut A. WALKER, Acting Chairman, 


Mr. Corton. I want to say, Mr. Walker, my interest is not in any 
sense in relation to the telephone company. But I want to know if 
some of your activities this coming year will be these hearings. The 
Public Service Commission in my own State thinks this will result in 
immediate applications for rate increases within the States, a shifting 
of the burden to the States and to the small users. 

Can you protect the States from that, or are they at the mercy of 
the situation if you take action this coming year? 

Mr. Waker. They would not be at the mercy of the situation 
under the present proceedings. That is my personal opinion. The 
decreases in rates, if there were decreases, could be on the very long 
distances, which would not affect the States at all. 

The case is not exactly a case to reduce rates. That matter is in it, 
but a further study of separations is involved. It is a question of how 
you get into it. If you get into it on a rate case, you might get 
quicker results than you would by setting a separations proceeding. 

Mr. Yates. May I interject with a question right there? Is there 
no relation between the local charges and the long-line charges of the 
interstate carriers? 

Mr. WaLKER. That is up to the State commission. In Pennsyl- 
vania, for example, the State rates are identical with interstate rates. 

Mr. Yates. Perhaps I did not make myself clear. If you compel 
a rate reduction, will that not be reflected through local companies 
using the interstate? 

Mr. Waker. No. 

Mr. Corron. You have exactly the point I have in mind. If, for 
instance, your Commission conducted hearings through some rate 
ease and as a, result the long-distance toll rates of the telephone 
companies were reduced, then the telephone company comes in to 
my public-service commission in the State of New Hampshire and 
indicates a loss of revenue, and they have a right to receive a certain 
percentage of return on their investment and the cost of operation, 
a right which is fixed and vested. If the public-service commission 
of my State does not award them a sufficient increase to compensate 
them for their loss, they can go to our supreme court and overturn 
the decision. 

It seems to me that, unless this thing is approached from a ques- 
tion—at least the preliminary question—of separability, this possible 
or proposed action by the FCC, which will use up some of your 
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activities budget this year, might result in an inevitable impact on 
my State and other States. Is that wrong? 

Mr. Watker. Yes, sir; in my opinion that is absolutely wrong. 
As I told you, when I came up here, when the FCC was organized, 
we had this excessively high interstate rate. These rates I am 

stalking about are the long-line rates. Under the separations now in 
effect, certain properties are allocated to the long-line setup, the 
long-line department of the Bell System. 

When these long-line rates were excessively high, the telephone 
companies were coming before the State commissions for increases in 
rates and getting them. ‘The situation was just as it is now. We 
made a separation. Now there is some difference in the allocation of 
properties as compared with the early days, based on use. We are 
going to make a new study of that. 

Every time we have decreased rates in the long-line rates the 
revenues have gone up. Go up why? Because the business of the 
company has increased in volume so much that the profits on the long- 
line business have increased with the increase in revenue. 

Mr. Werner. In response to your question, Congressman Cotton, 
when FCC takes any action by way of interstate rates, it takes that 
action on the basis of the property, plant, and expenses devoted to 
the rendition of interstate service. en the States take action it is 
on the basis of the plant and expenses devoted to intrastate service; 
that is, exchange and intrastate toll. 

In order to determine how much of the telephone plant is used in the 
rendition of interstate service and how much of it is used in the rendi- 
tion of intrastate service, a manual was developed on the basis of work 
performed by the FCC and the NARUC. 

A joint NARUC-FCC manual was developed which sets forth 
principles by which the plant, revenues, and expenses of the telephone 
company are divided as between intrastate and interstate. 

So, you see, if the FCC were to reduce interstate rates, it should 
have no effect on a claim of the telephone company by way of intra- 
state rates, because the only thing that the New Hampshire Com- 
mission would be considering walle be plant and expenses devoted to 
the rendition of intrastate services. 

Mr. Corron. I understood the Commissioner to say a moment ago 
that he was not entirely satisfied that the States had gotten the benefit 
of one of your decreases. 

i iad WaLker. We allocated a considerable portion of that 35 million 
ollars. 

Mr. Werner. I think what Commissioner Walker was referring 
to was a revision in those procedures that I was speaking about in 
1943 or 1947. 

Mr. WALKER. 1943 was when we had the rate case. 

Mr. Werner. The result was to put more plant and more expenses 
in interstate. I think Commissioner Walker questioned whether the 
States got the full benefit of that change in the procedure. 

Mr. Corton. Thank you. 
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IMPROVEMENT OF TELEVISION PROGRAMS 


Mr. Yates. I should like to ask one or two more questions. What 
efforts does the Commission make with respect to the improvement 
of television programs? 

Mr. Waker. What emphasis? 

Mr. Yates. What efforts. What standards do you have? Do you 
have any at all? 

Mr. Watker. You are getting into a pretty delicate subject when 
you get to the matter of regulating programs, television or otherwise. 

Mr. Yates. Do you have ay standards with respect to the amount 
of time that a program may allocate to commercials and the amount 
to entertainment? : 

Mr. Waker. We have never prescribed any allocation. I do not 
know that we have the authority to doit. We have tried to encourage 
it in AM broadcasting. We have tried to encourage devoting a per- 
coaanee of time to public service, to local programs, and so on and so 
forth. 

We have raised the question sometimes where we thought that the 
station had not paid any attention at all to local interest, and matters 
of the sort that I am talking about. We did that when it came time 
for renewal. We asked questions about that. We have never pre- 
scribed any rules about it. 

I do not think we can under the law. 

Mr. Yates. In other words, the broadcasters take this upon 
themselves? 

Mr. Waker. That is right. 

Mr. Hype. Off the record. 

(Discussion off the record.) 

Mr. Yates. Thank you very much, gentlemen, and Miss Hennock, 
for appearing before us today. 
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Turspay, Fepruary 27, 1951. 


TENNESSEE VALLEY AUTHORITY 


WITNESSES 


GORDON R. CLAPP, CHAIRMAN OF THE BOARD 
G. O. WESSENAUER, MANAGER OF POWER 


C. E. BLEE, CHIEF ENGINEER 


NEIL BASS, CHIEF CONSERVATION ENGINEER 


JOHN OLIVER, BUDGET OFFICER 


MARGUERITE OWEN, WASHINGTON REPRESENTATIVE 


Funds available for obligation 





1950 actual 


1951 estimate 


1952 estimate 





APPROPRIATED FUNDS 


Aperenet ation or estimate 

— mented balance, estimated savings: Savings under sec. 
121 

Prior year balance available...................._-. ERRATA TR ey. 


Total available for obligation 
Balance available in subsequent year 


Total appropriation obligations 
CORPORATE FUNDS 
Realization of assets 
Prior year balance available 
Total available for obligation 


Re 


payment of investment 
B 


ance of corporate funds available in subsequent years 
and/or reserve for contingencies 
Total corporate obligations 


Total obliftations 


Retirement of borrowings............_..-_- Seb eae ces bt ead 


$61, 041, 650 


$197, 714, 000 











3, 041, 376 


8, 099, 143 





” - 221 
pans 

4 174, 463 
—21, 272, 499° 





62, 801, 259 








123, 553, 132 





270, 255, 431 


344, 745, 000 





Obligations by activities 





Description 


1950 actual 


1951 estimate 


1952 estimate 





APPROPRIATED FUNDS 


Acquisition of assets 
Exqenses 


Total appropriation obligations 
CORPORATE FUNDS 
Acquisition of assets 
Expenses 
Changes in working capital, inventories 
Total corporate obligations....................-...--..-- 


Total obligations 


$54, 307, 222 
6, 444, 651 


$191, 524, 431 
000 





60, 751, 873 


197, 444, 431 





22, 135, 362 
41, 591, 624 


l, 218, 000 





62, 801, 259 


96, 177, 000 








123, 553, 132 





344, 745, 000 
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L, 218, 000 


8, 177, 000 
4, 745, 000 
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Obligations by objects 





Object classification 


| 
| 1950'actual | 1951 wines | 1952 estimate 





Personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
N66 66d eacnnkdcccceevienese-- r 
Equipment 
a a Sa a 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Interest... ...- JEM NR ObEdaKaoaccchunesesoecu 
Taxes and assessments..._____.-___- ich bains eeedoee nce eee 


Total obligations 


$45, 887, 838 | 

1, 183, 886 | 
3, 692, 202 
404, 568 
919, 059 
59, 098 
6, 051, 113 
970, 312 
21, 783, 676 
33, 464, 533 
3, 368, 001 
4, 797, 019 





33, 282 


938, 545 | « 


| 
$63, 958, 047 | 
1, 987, 597 
5, 429, 672 
5s 525, 279 
3. 358, 217 
70, 775 
12, 135, 971 
1, 163, 550 
80, 815, 367 
92, 868, 259 
3, 640, 500 
5, 132, 422 
48, 275 
866, 500 
255, 000 





$78, 886, 637 
2, 767, 781 
7, 371, 737 

616, 293 

1, 385, 297 
64, 500 

22, 600, 110 
4, 216, 550 
95, 606, 644 

121, 986, 784 
2, 167, 500 
5, 693, 717 

49, 450 
782, 000 
550, 000 








123, 553, 132 | 


| 
270, 255, 431 i 


344, 745, 000 





Mr. Gore. The committee will please come to order. 
The committee is pleased to have with it Mr. Gordon Clapp, Chair- 
man of the TVA Board of Directors, and other members of his staff. 
At this point in the record we shall insert the justifications, begin- 


ning with page 1. 
(The documents are as follows :) 


JUSTIFICATION OF PROGRAMS 


AND ESTIMATES 


YEAR ENDING JUNE 30, 1952 


FOR THE 


FISCAL 


STaTEMENT A.— Statement of sources and application of funds (fiscal years ending 
' June 30, 1950, 1951, and 1952) 





| 1950 actual 


| 
| 
| 


| 1951 estimate | 1952 estimate 





FUNDS APPLIED 


From appropriated funds: 
To acquisition of assets (schedule A~-1) 
To expenses (schedule A-2) - -- 
To savings under sec. 1214 
To increase in working capital ! 


Total appropriated funds applied 


From corporate funds: 
To acquisition of assets (schedule A-1) 


To expenses (schedule A-2)__-....-..--..-..------ esos ae 


To retirement of borrowings (schedule C -1) 
To repayment of investment: 

Power (schedule C-1) 

Mponed 


FUNDS PROVIDED 
Appropriated funds: 
By appropriations: Enacted (1950, 
mended (1952)? 
By decrease in working capital ! 


Total appropriated funds provided 


See footnotes at end of table, p. 548. 


“19, 323, 716 | 


$35, 273, 283 | $150, 427,000 | 
6, 444, 651 | 


5, 920, 000 | 
3, 000, 000 | 
38, 367, 000 | 


$285, 586, 000 
6, 836, 000 





225, 135, 362 


3, 000, 000 
1, 174, 463 





61, 041, 650 | 


41, 591, 624 | 
2, 500, 000 | 


12, 247, 629 


mm, 714, wheal | 


20, 798, 000 | 
51, 168, 000 | 
5, 000, 000 | 


6. 868, 000 


292, 422, 000 


24, 869, 000 
70, 090, 000 
4, 000, 000 





__ 82, 649, 078 


Zz 3, 690, 728 


61, 041, 650 


| 
| 
| 
-| 


‘87, 834, 000 | 


285, 548, 000. 


| 
| 


197, 714, 000 | 


400, 6° 624, 000 


248, 568, 000 
43, 854, 000 








61, 041, 650 | 


_ seve m4, or 


92, 422, 000 
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STaTEMENT A.—Statement of sources and Bis > of funds (fiscal years ending 
























































June 30, 1950, 1951, and 1952)—Continued 
1950 actual | 1951 estimate | 1952 estimate 
FUNDS PROVIDED—Ccontinued 
rate funds: 
y realization of assets: 
Sales of retired plant and construction costs recovered_| $1, 767, 878 $2, 280, 000 $904, 000 
A ah tt hy Sindh Bal Anis ini ae A Nee 1, 273, 498 27, 26, 000 
Total realization of assets. ...................-.-..-- 3, 041, 376 2, 307, 000 930, 000 
By income: 
i Je SORT AE a FS EA ei ee) I 58, 431, 360 66, 422, 000 84, 999, 000 
Prepaid rent on Memphis steam plant__...........--- 4p MRR coy, atte aa 
ae oh REE ees 17, 670, 293 16, 196,000 |........----.. 
Fertilizer and munitions development. ...............]-.........---.]-.-.-----.--.. 19, 224, 000 
NN EEE 1, 703, 089 2, 359, 000 2, 501, 000 
Miscellaneous receipts from other programs. -.--.-....- 657, 862 550, 548, 000 
OG CN. «6 coe etnccintieebitiasbepciadnewsivelee 79, 607, 702 85, 527, 000 107, 272, 000 
Total corporate funds provided... -...........---...- 82, 649, 078 87, 834, 000 108, 202, 000 
Total funds provided................------------- 143, 690, 728 | 285, 548,000 | 400, 624, 000 
EFFECT ON BUDGETARY EXPENDITURES 
Checking accounts with United States Treasurer: ? 
Net increase (—) or decrease in checking account balance 
with United States Treasurer_........................-. —$13, 281, 583 | —$93, 415, 046 $41, 602, 175 
Net funds borrowed from or yp, to (—) U. 8. Treasury: 
Retirement of bonds held by U. 8. Treasury.......... —2, 500,000 | —5, 000,000 —4, 000, 000 
Repayment of investment. ....................-.-...- —4, 174,463 | —4, 000,000 —7, 773, 175 
RGAE CAT SCRE WO ea ER OSIRIA | —19, 956, 046 | —102, 415, 046 29, 829, 000 
Adjustment to checks-issued basis. ..................- FEET AS 
| SRNR alae Sh SU ea ee —19, 578, 274 |—102, 415, 046 29, 829, 000 
General and special account expenditures: Tennessee Valley 
I I a ei ainiciass isa ticn sedis haloes ance cokes cecen ciation 38, 773,851 | 231, 138, 865 248, 568, 000 
Net effect on budgetary expenditures. -................-- 19, 195,577 | 128,723,819 278, 397, 000 
FOOTNOTES 
Actual 1950 | Estimate 1951|/Estimate 1952 
1. Changes in working capital include: 
I a oem sinnia $35, 204,678 | $50,632,729 | —$41, 602,175 
EE EEE EE AT SETAE RR eee —3, 633, 333 —5, 397, —782, 000 














2. The enacted appropriations include supplemental amounts of $11,682,500 in 1950 and $95,000,000 in 1951. 


3. In accord with the provisions of sec. ‘ 


cash_into 1 account for checking purposes. 


of Public Law 266, TVA plans during 1951 to consolidate all 
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ScneDuLE A-1,—Detail of funds applied—acquisition of assets (fiscal years ending 
June 30, 1950, 1951, and 1952) 





| 1950 actual | 1951 estimate 


| 


1952 estimate 





APPROPRIATED- FUNDS 
Obligations: 
Dam and reservoir projects: 
South Holston 


Boone 
Fort Patrick ‘Henry 
Additions and improvements 


Total dam and reservoir projects 


Power facilities: 
Johnsonville steam plant 
Widows Creek steam plant 
Shawnee steam plant (west Kentucky) 
Kingston steam plant (A) 
New steam plant (B) 
Additional hydro-generating units 
Transmission system facilities 
Power service building 


Total the facilities 

Navigation facilities 

Chemical facilities 

RIE SESS ES Sbdccecead 

Investigations for future projects__........_..._._.._.._- 

Administrative and general expenses —— to aequl- 
sttion Of ageets.. ...-...-.......... ‘ 


$9, 278, 245 


914, 884 


$126, 000 
"14, 000, 000 
5, 000, 000 

415, 000 





11, 345, 760 | 


19, 541, 000 








19, 479, 690 


10,093,315 | 1 


1, 026, 772 
1, 632, 332 


30, 444, 000 
43, 064, 000 
44, 000, 000 





36, 936, 547 | 
414, 481 

3, 663, 414 
370, 038 
150, 156 


1, 426, 826 


170, 451, 000 
391, 000 


300, 000 
2, 845, 000 





Total obligations for acquisition of assets 
Change in mene pe pn obligations at June 30: 
Balance end of year 
Balance beginning of year 


Change in unliquidated obligations 


54, 307, 222 


—23, 475, 135 
4, 441, 196 


191, 524, 431 


—64, 572, 566 
23, 475, 135 


241, 732, 000 


— 20, 718, 566 
64, 572, 566 








| —19, 033, 939 


—41, 097, 431 


43, 854, 000 





Total appropriated funds applied—acquisition of assets | 
(statement A) 


35, 273, 283 | 


150, 427, 000 | 








Obligations: 
Dam and reservoir projects: 
South Holston 
Watauga 


81, 291 
30, 463 





Total dam and reservoir projects 
Power facilities: 
Johnsonville steam plant my Las 
Additional generating units ._.............-.--..-.._- 
Transmission system facilities 
Acquisition of Memphis steam plant 
Other power facilities 


111, 754 


48, 521 
5, 010, 826 
15, 114, 924 | 
1, 150, 490 

46, 833 | | 





“19, 432,000 | 24, 37 


"559, 000 | 





Administrative and anes expenses applicable to acquisi- 
tion of assets. 


21, 371, 594 | 
652, 014 4 | 


20, 109, 000 | 


337, 000 





Total corporate funds sapSetenuietion of assets 
(statement A) 


22, 135, 362 | 


20, 798, 000 





Total funds applied—acquisition of assets 








24, 869, 000 








~~ $7, 408, 645 | 1 
' 


171, 225, 000° | 
| 


310, 455, 000 
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ScHEDULE A-2.—Detail of funds applied—ezpenses (fiscal years ending 
June 30, 1950, 1951, and 1952) 





1950 actual | 1951 estimate | 1952 estimate 





Appropriated funds: 
Navigation operations $296, 376 $332, 000 $361, 000 
ADOC -COTNNG) QUNTOMOOE. ooo oon cn -- 5 ~~ oon 2-2. 71, 525 3, 48, 000 
Reservoir management. __- Comal webs oeting 2, 318, 000 
Fertilizer and munitions research and dev elopment 1, 228, 612 
Fertilizer and munitions development 
Resource development activities. __. 

Maintenance of bridges financed by others on TV A dams. 
Administrative and general expenses applicable to pro- 


416, 000 





sar cee ppropri ted hanfonguites—enpenees orinnent 

LE RE SEE SS ve ee — i ee , 444, , 920, 6, 836, 000 
Corporate funds: 
Power operations 19, 615, 611 29, 246, 000 49, 242, 000 
Multipurpose reservoir operations...................... , 580, 71 3, 979, 000 deilpie as 
Reservoir management seehiiienbicinaat 1, 237, 000 
Chemical operations -___. keen a a 15, 140, 317 kee eee 
Fertilizer and munitions development. - sim cnsichesteectigusic tate ae coun eiiaate a 16, 026, 000 
Resource development activities - CE rE ELS 255, 118 200, 000 194, 000 
Reimbursable services. __- 1, 703, 089 2, 359, 000 2, 501, 000 
Administrative and general expenses applicable to pro- 
oi hak tn dth a adn ound ea 1, 296, 776 975, 000 890, 000 











Total corporate funds applied—expenses (statement A) 41, 591, 624 51, 168, 000 70, 090, 000 














Total funds applied—expenses....-.....-._....----- a 48, 036, 275 ~~ 57, 088, | 000° 76, 926, 000 





INTRODUCTION 


This statement supplements and supports the narrative statement and standard 
exhibits appearing in the Budget of the United States, 1952. Financial state- 
ments and schedules included herein are similar to those prepared for the printed 
budget except that this document reflects the $66,500,000 item made available 


to TVA in the Second Supplemental Appropriation Act, 1951, which was approved 
after the TVA section of the Budget of the United States had been sent to the 
printer. Justification materials are keyed to the financial exhibits. In general, 
the order of the materials follows the sequence of items on statement A, “‘State- 
ment of sources and application of funds,” page 1, and supporting schedules A-1 
and A-—2, pages 3 and 5, respectively. 


APPROPRIATED FUNDS 


TVA is requesting an appropriation of $248,568,000 for 1952. Of this total, 
$241,732,000 will be obligated for plant additions, over 98 percent of which 
relate to the provision of essential power supply for national defense and civilian 
requirements. In view of the very heavy requirements for power facilities, other 
plant additions have been restricted to those necessary for continued operation. 

Appropriation-financed operating expenses are estimated at $6,836,000 in 1952. 
This figure includes $1,897,000 for activities which, in 1951 and prior years, have 
been financed from proceeds. The reasons for the proposed change in financing 
arrangements are described fully in later sections of this document. Exclusive 
of this $1,897,000, the appropriation request for operating expenses is $1,506,000 
less than 1950 expenditures (a reduction of 23 percent) and $981,000 (or 17 per- 
cent) less than the 1951 budget. A number of activities have been eliminated or 
sharply curtailed, others redirected to increase their immediate contribution to 
national defense, and the general level of expenditures substantially reduced. 

The principal item financed from corporate funds in 1951 for which appro- 
priated funds are requested in 1952 is that portion of reservoir management activi- 
ties which is chargeable to the navigation and flood-control programs. In addi- 
tion to the reductions mentioned above, reservoir management expenses which are 
currently financed wholly from corporate funds will be reduced $634,000 below the 
1951 budget of $3,979,000, 
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361, 000 
48, 000 
318, 000 
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CORPORATE FUNDS 


The corporate fund budget for 1952 totals $108,202,000. Capital additions will 
require $24,869,000; expenses of operating programs, including applicable adminis- 
trative and general expenses, $70,090,000; retirement of bonds and payments to 
the vbr States Treasury, $11,773,175; and working capital will be increased by 
$1,4 ’ d 

These funds will be derived as follows: Power operations, $84,999,000; sale of 
fertilizer and munitions products, $19,224,000; and incidental income from other 
programs and realization of assets, $3,979,000. 


CHANGES IN BUDGET CATEGORIES 


In the organization of budget materials for 1952, several changes have been 
made in titles, scope, and content of various subdivisions of the over-all program, 
particularly in the sections ‘‘Multipurpose reservoir operations,’ ‘‘Resource de- 
velopment activities,’ ‘“‘Chemical operations,” and ‘‘Fertilizer and munitions 
research and development.” 

These changes are explained in detail at the points in this document where they 
occur. Their general purpose is to bring closely related activities together in the 
budget presentation. In the past, some of them have been widely scattered. 
For example, TVA has an integrated program of fertilizer development, the 
several parts of which have appeared under fertilizer and munitions research and 
development, chemical operations, and resource development activities. 
Similarly, certain activities relating to the use of TVA reservoirs formerly carried 
under resource development activities have been combined with other reservoir 
activities under the heading “Reservoir management.’’ The combining of the 
several activities, as has been done in the present document, should make for 
greater clarity. 

In the tabulation below, certain of the 1952 appropriation estimates have been 
restated on the old basis to reveal direct comparison with prior years. 





1950 | 


1951 


$1, 187, 06 


| $1, 228, 612 


Resource development activities: | 


Agricultural resource development 2, 499, 440 | 2, 269, 000 , 350, 000 


| 


Forest resource development 

Mineral resource development 

Recreation resource development 

Stream sanitation and public health... __. 

Fish and game investigations____....__.__- 

Topographic mapping =p ; 
Special studies and activities._.............--.---..----..- 


Total resource development activities. ___.......--..__-- 


Total. 


773, 450 
118, 869 
163, 031 
139, 736 | 
101, 082 | 
463, 969 | 
272, 208 | 


4, 531, 785 | 


693, 000 
110, 000 
150, 000 
137, 000 

85, 000 
358, 000 
280, 000 


4, 082, 000 





| 
5, 760, 397 | 


5, 269, 006 





620, 000 
80, 000 
92, 000 
89, 000 
50, 000 

300, 000 

219, 000 


2, 800, 000 
~ 3, 800, 000 





The above figures indicate that the 1952 estimate for fertilizer and munitions 
research and development and resource development activities is $1,469,000 less 


than the amount available in the current fiscal year. 


This comparison is com- 


pletely valid with one qualification: in prior vears, TVA has asked for appropria- 
Under the revised classification, 
certain fertilizer testing and fertilizer distribution expenses which have been 
financed through appropriations would be financed from the sale of fertilizer. 


tions to finance all test-demonstration activities. 


The amount involved is $311,000. 
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ACQUISITION OF ASSETS 


Fund requirements in 1952 for acquisition of assets total $266,601,000 of which 
$241,732, will be derived from appropriations and $24,869,000 from corporate 
funds. The total corporate-fund estimate and 98.7 percent of the appropriation 
figure are required for power facilities. General-service items, plant-protection 
facilities, chemical-plant additions, and investigations for future projects, all of 
which are largely or wholly defense items, require an additional 1.15 percent of the 
appropriated fund estimate. The remaining 0.15 percent represents clean-up of 
work which is already underway and minor items necessary to maintain operations. 
All of the items proposed have been carefully reviewed to reduce to a minimum the 
use of manpower and critical materials. The following pages describe the proposed 
projects. 

, DAM AND RESERVOIR PROJECTS 


South Holston Dam and Reservoir ‘ 


South Holston Dam was closed on November 20, 1950, and its 35,000-kilowatt 
generator is scheduled for service in February 1951. The 1952 estimate includes 
$126,000 for completion of items which will not be finished by the end of fiscal 
year 1951. 


Boone Dam and Reservoir 


The 1952 estimate provides $14,000,000 for continued construction of this 
multipurpose project located on the South Fork of the Holston River about 18 
miles above Kingsport, Tenn. The dam is scheduled to be closed in November 
1952, and three generating units, with a rated capacity of 25,000 kilowatts each, 
are scheduled to be in service in December 1952, February 1953, and April 1953, 
respectively. The generating capacity at this project will be needed to meet part 
of the load requirements described under the section on power facilities later in 
this statement. Transmission facilities required to serve the heavy loads of the 
Atomic Energy Commission require that the generating plant substation at the 
Boone project be placed in service as a switching station considerably in advance 
of completion of the project. The scheduled service date for this switching 
station been advanced from December 1952 to October 1951, as provided for 
in the first supplemental sppcopestan for 1951. This advance in schedule 
accounts for the heavier obligations in 1951 for the Boone project than were 
indicated in the President’s budget a year ago, 


Fort Patrick Henry Dam and Reservoir 


The 1952 estimate provides $5,000,000 for continued construction of this 
poe: located on the South Fork of the Holston River about 8 miles above 

ingsport, Tenn. The dam is scheduled to be closed in March 1953, and its 
two generating units, with a rated capacity of 18,000 kilowatts each, are sched- 
uled to be in service in November 1953 and January 1954. As is the case of the 
Boone project, the generating capacity at this project will be needed to meet 
part of the load requirements described in a following section of this statement. 
A change in plans which will involve dredging the channel downstream from the 
dam will increase the head and permit an increase of 6,000 kilowatts in installed 
capacity. To provide for this work and other changes to improve operating 
conditions along with increases in cost of land, materials, and labor, the estimated 
total cost of this project is increased from $13,000,000 to $14,500,000. 


ADDITIONS AND IMPROVEMENTS TO DAM AND RESERVOIR PROJECTS 


Actual obligations for 1950 and estimated obligations for 1951 and 1952 are 
shown in the following table: 





, $103,000,000. 
-4, $7,200,000. 





1952 
estimate 


000; units 1-6 





Construction clean-up work on completed projects 
Site improvements and public-use facilities 
Construction for malaria control 


cess 
Raising height of Hales Bar Dam 
Misce plant and equipment 








Total 





1 Planning and design studies. 
3 Unit 3, $3,200,000; units 3 











2 Units 1-4, $70,000, 
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Construction clean-up work on completed projects 


The 1952 estimate of $154,000 for construction clean-up work (about 30 percent 
of which relates to the Watauga project) covers final land surveys, land records, 
allowances for court awards for land acquisition eases in process of condemnation, 
preparation of record drawings showing projects as built, and limited-term 
maintenance of fills on relocated highways and railroads. The latter item, which 
constitutes a significant part of the total estimate, covers work performed by 
TVA under contracts executed with the owners of the relocated traffic arteries 
prior to construction. The work consists of repairing damage caused by sub- 
sidence, erosion, or other action of the elements. TVA’s responsibility is limited 
to a defined period of time after which further maintenance becomes the responsi- 
bility of the owners. 


Site improvements and public-use facilities 


The total funds requested under this head amount to $162,000. While facilities 
for accommodating visitors and providing for their safety are inadequate on several 
of the dam reservations and certain facilities installed on a temporary basis 
during World War II have badly deteriorated, the estimate includes only $22,000 
for facilities of this character, and the work will be limited to measures necessary 
to prevent serious losses from erosion or uncontrolled public use of areas not 
intended for such use. The balance of the estimate, $140,000, is for facilities, such 
as fencing and floodlighting, which are necessary to protection of the properties in 
a national emergency. — 


Construction for malaria control 


Control of malaria along the shores of TVA lakes is one of the major problems 
created by the impoundage of water. Water-level fluctuation, generally the most 
economical and dependable method of mosquito control, is not effective in certain 
well-defined and measured-problem areas, principally shallow flats of limited 
storage value. Experience and research have shown that the most economical 
method of dealing with such areas is to alter the contours of the shore line so that 
fluctuation will be as dependable here as elsewhere in the reservoirs. A considera- 
ble amount of completed shore-line adjustment work of this type has resulted in 
substantial savings in operating costs as well as more effective control. 

TVA plans to complete such work in problem areas on Kentucky, Pickwick, 
Wilson, Wheeler, Guntersville, and Chickamauga Reservoirs over a period of 
several years. The program is now under way in Wheeler Reservoir, where the 
problem is most intense. If economy in operations were the controlling considera- 
tion, this program should be pushed vigorously and completed as soon as possible. 
For example, completion of the work remaining in Wheeler Reservoir alone will 
save some $60,000 each year in repetitive operating costs over the life of the 
reservoir. Completion of the entire permanent shore-line improvement program 
planned for the several reservoirs will save about $300,000 annually, amortizing 
the investment in less than 10 years. In the light of over-all national require- 
ments, however, with limitations on activities which do not contribute directly to 
national defense, the budget program for 1952 includes only funds for completion 
of areas on Wheeler Reservoir started but not completed in fiscal year 1951. 
Maximum economy in construction work would require an acceleration of the 
construction program to include completion of work on Wheeler Reservoir and a 
substantial portion of the work on Guntersville Reservoir in 1952 and would 
increase the 1952 estimate about $825,000 over the amount proposed. 


Miscellaneous plant and equipment 
The estimate of $11,000 includes a number of miscellaneous additions and 
retirements at completed projects, such as boats, motors, ditching machines, and 


other portable malaria-control equipment; and mowers, rakes, and small tools for 
maintenance of dam reservations. 
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POWER FACILITIES 


The 1952 budget includes provision for power facilities as follows: 





Appropriated 
funds 


Corporate 
funds 





Continued construction of projects under way: 
Johnsonville steam plant units 1-6 
Widows Creek steam plant units 14 
Kingston steam plant units 1-4. ____.-.......--....-.-.-. 
Shawnee steam plant units 1-4 
Pickwick hydro units 5 and 6 
Guntersville hydro unit 4 
Hales Bar hydro units 15 and 16_____._.._..._- 
Chickamauga hydro unit 4 
Fontana hydro unit 3 
Cherokee hydro unit 3 


Beginning construction of new facilities: 
Widows Creek steam plant units 5 and 6 
New steam plant units 1 and 2 
Douglas hydro unit 4 
Cherokee hydro unit 4 


$30, 444, 000 
30, 398, 000 
38, 250, 000 
44, 000, 000 

2, 293, 000 
669, 000 


$118, 000 





155, 660, 000 





12, 666, 000 
16, 568, 000 
1, 458, 000 
1, 932, 000 





32, 624, 000 
Miscellaneous additions and improvements to powerhouses and clean-up of 
construction of generating units in service 








188, 284, 000 
27, 499, 000 
785, 000 


Total generating facilities 
issi system facili 


Tr 
Power service building 
Total power facilities 

















216, 568,000 | 24, 570, 000 





Generating facilities 
During the fiscal year 1952 an estimated $155,660,000 will be required for 
continuation of work on 4 steam plants with 18 units and on 8 hydro units that 


are being installed at existing dams. These units are scheduled for completion 
as follows: 





Rated ca- 
acity in 
ilowatts 


Number of 


Scheduled service date units 





Johnsonville steam plant 
Widows Creek steam plant 


October, December 1951; February, April, 
August, and October 1952. 

Mey. July, September, and November 

Mew, J uly, September, and November 

Dec. 1, 1952; Jan. 15, Mar. 1, and Apr. 15, 

June and Sygiepeee 1952 

November 1951. 


675, 000 
450, 000 
540, 000 
540, 000 


72, 000 
24, 300 
48, 600 
27, 000 
67, 500 
30, 000 


Chickamauga Dam 
Fontana Dam-. = 
Cherokee Dam 


ti DO OD ~ ~ 














This program already approved and under way, together with the South 
Holston, Boone, and Fort Patrick Henry projects, will increase the rated generat- 
ing capacity of the combined TVA system (including plants of the Aluminum 
Co. of America and Cumberland Basin plants of the Department of the Army) 
from the present 3,100,000 kilowatts to about 6,100,000 kilowatts in early 1954. 
It will provide in the winter of 1952-53 an assured capacity about equal to the 
estimated load and for the winter of 1953-54 a small margin over the estimated 
power requirements. It does not provide sufficient capacity to carry the loads 
expected by the end of 1954. 

The experience of load developments during World War II demonstrates that 
the number of customers in all categories—residential, commercial, and indus- 
trial—and the electric energy which they require increase steadily and markedly 
throughout a period of full mobilization. This occurs despite limitations on 





556 


availability of appliances and critical materials. Much of the growth is accounte: 
for by more intensive use of electric equipment in the homes as well as in the com- 
mercial and industrial establishments. Large increases in use by existing indus- 
trial plants result from addition of power-driven equipment to maximize produc- 
tion with minimum manpower requirements and multiple-shift operation. New 
defense plants are built, and many of them, as part of special high-priority pro- 
grams, not only require very large amounts of power but require that power on 
very short notice. Present estimates indicate that the increase in power require - 
ments of the region during 1954 will be at least 600,000 kilowatts, on the basis 
of the percentage increases experienced in World War II in general power require - 
ments and only a limited provision for large additional industrial or federal defense 
plants. By the winter of 1954-55 the peak requirements of the area would total 
at least 6,000,000 kilowatts. 

Capacity must be provided to meet the 1954 increase in power requirements 
and, considering the long time now required for securing generating facilities, 
orders for the necessary facilities should be placed with manufacturers early in 
fiscal year 1952. For this purpose $32,624,000 is requested for fiscal year, 1952 
to permit the initiation of a program of capacity installation to be completed 
during the calendar year 1954, consisting of the following: . 

ated 
capacity in 
kilowatts 
Widows Creek steam plant, units 5 and 6 
New steam plant, units 1 and 2 
Douglas Dam, unit 4 
Cherokee Dam, unit 4 


This proposed program assumes that the Corps of Engineers, Department of the 
Army, will be able to place in operation during 1954 about 100, kilowatts of 
eapacity in the hydro development of the Cumberland River. 

ith the addition of these facilities in 1954, the total assured system load- 
carrying ability would be about 6,200,000 kilowatts, providing only a narrow 
margin over presently estimated requirements of about 3 percent for other possible 
load developments. Emergency measures to provide additional capacity would 
be imperative if major unanticipated new defense loads were to be located in the 
area. 


Transmission system facilities 


The necessity for completing a number of high-capacity 154-kilovolt lines and 
terminal facilities as soon as possible will result in an unusually heavy program 
of line and substation construction in 1952. The construction of these facilities 
will be substantially advanced in 1951 from the supplemental funds appro- 
priated for this purpose. They are necessary to connect new generating plants 
to the system, to supply the considerable increase in power requirements of the 
Atomic Energy Commission, and to serve the Arnold Engineering Development 
Center, together with the requirements for increased capacity in transmission 
facilities to meet load growth throughout the area accelerated by the mobilization 
for national defense. 

As shown in the following tabulation, estimated obligations for transmission 
system facilities in fiseal year 1952 are $51,870,000, of which $24,371,000 will be 

rovided from corporate funds and the remainder of $27,499,000 is included in 
he appropriation request. 





Appropriated; Corporate 
funds funds 





Gross obligations: 
Direct construction: 
Primary transmission facilities $37, 149, 000 
Subtransmission facilities : 6, 821, 000 
Other transmission facilities 6, 445, 000 





Total, direct construction 50, 415, 000 
Indireet construction and design i 720, 000 
Distribution of power, general expense 735, 000 














51, 870, 000 
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The estimate of $50,415,000 for direct construction obligations in 1952 in- 
cludes $37,149,000 for added primary transmission system facilities. These 
facilities, which operate principally at 154,000 volts, are required for transmitting 
large quantities of power from the generating plants to (1) the 66,000-bolt and 
44,000-volt subtransmission system which, in turn, supplies principally the loads 
of the municipalities and cooperatives; and (2) those directly served industrial 
customers who purchase substantial amounts of power. The primary system 
is also utilized for power transfers with neighboring utilities in connection with 
interchange and other transactions. All of the estimated direct obligations of 
$26,864,000 from appropriated funds shown in the preceding table are for con- 
struction of facilities in this category. 

Of this latter amount, $13,999,000 is for continuation or completion of work 
started prior to 1952. Completion of lines and terminal facilities involved in 
supplying increased power to the Atomic Energy Commission at Oak Ridge 
will require $2,767,000. Continuation of work on transmission facilities for con- 
necting new generating pone to the system will require $341,000 for the Boone 
and Fort Patrick Henry hydro plants; $5,618,000 for the Johnsonville steam plant; 
$717,000 for units 3 and 4 at the Widows Creek steam plant; and $1,556,000 for 
the Department of the Army’s Wolf C eek hydroelectric project. The remainder 
of $3,000,000 is for facilities for supplying power to the Atomic Energy Com- 
mission in western Kentucky. 

The remainder of $12,865,000 of appropriated funds is for projects to be started 
in 1952, including $10,000,000 for beginning construction of transmission facilities 
to connect the new Kingston steam plant to the system; $2,030,000 for facilities 
to supply power to the Arnold Engineering Development Center near Tullahoma, 
involving heavy 154-kilovolt lines and terminal facilities between Widows Creek 
and Winchester, Winchester and Tullahoma (two lines), and Mount Pleasant and 
Winchester; and $835,000 for a 154-kilovolt line from Fontana hydro plant to 
Alcoa switching station, required to transmit energy to be generated by the third 
unit at Fontana. 

Primary transmission system facilities involving corporate funds in 1952 total 
$10,285,000, of which $6,765,000 is for continuation of work on projects begun 
prior to 1952. This estimate includes $3,081,000 for new primary substations at 
Albertville and Ardmore, Ala., with line connections to the 44-kilovolt systems in 
north Alabama and middle Tennessee; $1,010,000 for a new substation at a point 
near Kentucky Dam; $148,000 for an increase in the transformer capacity at 
Clarksville, Tenn., primary substation; $1,128,000 for a new primary substation 
at Hickory Valley, Tenn., with line connections to the 44-kilovolt systems in west 
Tennessee and north Mississippi; $567,000 for increasing the transformer capacity 
at Memphis, Tenn.; $304,000 for increasing the transformer capacity of Moccasin 
substation at Chattanooga, Tenn.; $698,000 for a new primary substation about 
midway between West Point and Philadelphia, Miss., with line connections to the 
44-kilovolt system in south Mississippi; $19,000 for voltage conversion of the 
Norris Dam-Coal Creek line; and a credit of $190,000 resulting from retirement of 
the Washington Avenue substation in Knoxville, Tenn. 

The remainder of the corporate funds for primary transmission system projects, 
$3,520,000, is required for facilities to be started in fiscal year 1952. This esti- 
mate includes $179,000 for a new primary substation in the vicinity of Baileyton, 
Tenn. ; $2,396,000 for increasing the capacity of primary substations at Decatur 
and Scottsboro, Ala., and Jackson, Martin, Nashville, and Winchester, Tenn.; 
and $945,000 for added 154-kilovolt transmission facilities in Mississippi and 
east Tennessee. 

A direct construction expenditure of $6,821,000 will be required in 1952 to 
increase the capacity of subtransmission facilities. Of this amount, $1,610,000 
is for continuing work started before 1952, including $142,000 for a new line and 
substation to serve the Cullman Electric Cooperative at Nesmith, Ala.; $233,000 
for supplying loads of the Upper Cumberland Electric Membership Corp. in the 
Gainesboro, Tenn., area; $116,000 for increasing the power supply to the Athens 
Board of Public Utilities at Englewood, Tenn.; $142,000 for a new line and sub- 
station to serve the Southwest Tennessee Electric Membership Corp. at Hender- 
son, Tenn.; $124,000 for a 66-kilovolt connection between Rockwood and Spring 
City, Tenn., to supply the Volunteer Electric Cooperative; $152,000 for a new 
line and substation to supply the Caney Fork Electric Cooperative at Smithville, 
Tenn.; $119,000 for a new substation at Tompkinsville, Ky., to supply the Tri- 
County Electric Membership Corp.; $450,000 for increasing the capacity of a 
number of existing substations; $90,000 for new substations at Bristol, Tenn., 
and Balgun, Miss.; and $42,000 for changes on the Norris-Clinton and Fort 
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Loudoun Dam-Lenoir City connections. The remainder of the 1952 estimate 
for subtransmission facilities, $5,211,000, covers line and substation additions 
(to be started in 1952) throughout the power service area where loads have out- 
grown existing facilities. Of this amount, $2,700,000 is for a number of new 
66,000-volt and 44,000-volt transmission lines and substations; $2,122,000 is for 
capacity increases at existing substations; and $389,000 is for conversion of 44,000- 
volt lines and substations for 66,000-volt operation. 

The remainder of the 1952 estimate, $6,445,000, includes $2,500,000 for trans- 
mission facilities to serve such new loads as may develop in the power service 
area and for which fcailities are not otherwise specifically provided; $723,000 for 
additions to and rehabilitation of communication facilities; $1,032,000 for major 
rehabilitation of a number of 66,000-volt and 44,000-volt transmission lines; 
$78,000 for minor rehabilitation, additions, and replacements at generating plants; 
$1,201,000 for a continuing program of minor substantion and transmission line 
replacements strictly of a maintenance nature and tools and equipment required 
for transmission construction and maintenance purposes; and $911,000 for miscel- 
lanéous static capacitor and low voltage switch installations. 


Power service building 


The appropriation estimate of $785,000 represents the amount needed to com- 
plete the power service building, which was begun in 1948, 


NAVIGATION FACILITIES 


No significant navigation projects are proposed for 1952, and the budget is being 
restricted to a few small items necessary for operation of the navigation system. 
In general, the items of work contemplated by the estimate of $78,200 have been 
developed in consultation with the Corps of Engineers, which has the responsibility 
for operating the locks on the Tennessee River, and represent a joint judgment as 
to the work which should be performed by TVA. An endless cable towing unit at 
Wilson Dam and voice-amplifying facilities for the other locks—items specifically 
requested by the Corps of Engineers—will require $25,000 and $28,200, respec- 
tively. Miscellaneous freight-handling equipment at four river terminals will 
require the remaining $24,800. 


CHEMICAL FACILITIES 


The TVA chemical laboratories at Wilson Dam, Ala., and the production facili- 
ties at Wilson Dam, Ala., and Columbia, Tenn., not only form a center of research 
for the development of new or improved fertilizers and processes but also consti- 
tute an important facility for the production of certain types of munitions. While 
the chemical plants are normally planned, built, and operated for peacetime pur- 

ses, they can be converted within a very short time to serve the national defense. 
Eiomental phosphorus from TVA electric furnaces is already being shipped to the 
Army and the Atomic Energy Commission. It is likely that nitrogen products 
will also be required by the military establishmenis. 

Because of the national emergency, the construction of new demonstration 
production facilities which would represent a logical culmination of previous lab- 
oratory and pilot-plant research is not proposed at this time. The 1952 construc- 
tion program includes only those items necessary to maintain existing productive 
capacity for products urgently needed during the national emergency. 

Actual obligations for 1950 and estimated obligations for 1951 and 1952 for 
chemical facilities follow: 





1950 actual | 1951 estimate | 1952 estimate 





Phosphate lands and rights $188, 901 $215, 000 
000 


Phosphate facilities 925, 949 
Nitrogen facilities 996, 288 1, 470, 000 
Combination fertilizer facilities ‘ 7, 448. 18, 000 
Laboratory and service building 968, 515 114, 000 
Emergency plant replacements -_.-.--......-.-.-.--..----- he 210, 168 400, 000 
General chemical facilities... ..........................--..... 367, 145 160, 000 


3, 663, 414 3, 373, 000 
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Phosphate facilities 

The 1952 estimate for phosphate facilities includes $300,000 for phosphate 
washing and processing equipment. ‘The present phosphate mining area will 
be depleted in 1952 and it will be necessary to purchase and install a new pulverizer 
and washer and to transfer certain other facilities to a new area. ‘This item is 
essential to continued production of elemental phosphorus for munitions as well 
as for continued production or urgently needed phosphate fertilizers. 

Replacements of miscellaneous worn-out or obsolete phosphate plant items 
will require $50,000 in 1952. 
Nitrogen facilities 

The estimate of $900,000 for a pressure-type nitric acid unit covers installation 
of an air compressor, ammonia combustion chamber, absorption tower, and 
auxiliary equipment to permit operation of existing nitric acid facilities at a 
normal rate. In the last half of fiscal year 1951, the existing-facilities will be over- 
loaded by about 30 percent, following increase in ammonia capacity with com- 
pletion of facilities to utilize natural gas. The present load on the nitric acid 
towers, which were built in 1918, is causing them to deteriorate at an increased 
rate. All towers are cracked, and some for their full height of 65 feet. Continued 
overloading will accelerate deterioration and is likely to result in failure of the 
towers in the near future. If the new unit is not obtained and tower failure occurs, 
productive capacity for fertilizer or munitions will be impaired and product costs 
will be materially increased. 


Emergency plant replacements 


The 1952 estimate includes $300,000 for replacement of worn-out, obsolete, or 
inadequate equipment, and for installation of facilities necessary to protect the 
health or safety of employees, These eventualities cannot be anticipated item 
by item but must be provided for in an activity of the scope of TVA’s fertilizer 
and munitions program. Examples of facilities which may require replacement 
prior to June 30, 1952, include nitric acid-absorption towers, electric-furnace shells 
and crucibles, raw materials handling equipment, and water-supply facilities. 
With few exceptions it is not economical to fix a definite program of retirement. 
If plant operations are to be maintained, however, it is essential that funds be 
available for replacements as breakdowns occur. 


Other general facilities 
The 1952 estimate for general chemical facilities is detailed as follows: 


Purchase of work tools and equipment 
Retirements 
Preliminary design studies for future replacements and improvements. 


Subtotal 
Less depreciation on general chemical plant and shop facilities....... 195, 000 


GENERAL FACILITIES 


General facilities include such items as office furniture and equipment, trans- 
portation facilities, plant additions and improvements on general-use reservations, 
and construction equipment not assigned to specific projects. These facilities are 
used in all of TVA activities and a large part of the 1952 requirements are essential 
to the accelerated power-construction program. 

Actual obligations during 1950 and estimated obligations for 1951 and 1952 are 
shown below: 





| 1950 actual | 1951 estimate | 1952 estimate 





Gross obligations: | 
General construction equipment and inventories —$219, 607 $173, 000 | $104, 000 
Office facilities and equipment 202, 984 158, 000 | 270, 000 
Transportation facilities and equipment 921 | 443, 000 | 99, 000 

Public recreation facilities..................-...-. AS AR Cate 5, 985 | 22, 000 | 

Other general facilities and equipment __- , DAE 170, 431 | 

| 


370, 038 | 966, 431 | 
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General construction equipment and inventories 


This classification reflects changes in inventories maintained for general con- 
struction purposes and in the net investment in a pool of trucks, tractors, dirt- 
moving equipment, and other machinery which is shifted from project to project 
with changing construction needs. Purchases of new equipment consisting largely 
of tractors and grading equipment, necessary primarily for replacement of worn- 
out or obsolete items, are estimated to require $191,000 in 1951 and $133,000 in 
1952. These figures are partly offset by reductions in inventories and credits for 


equipment use and transfers, leaving net obligations of $173,000 in 1951 and 
$104,000 in 1952. 


Office facilities and equipment 


The 1952 estimate for office facilities and equipment provides for the following 
items: 


Purchase of Gtins empmant.> so ee kb ce $300, 000 
Purchase of equipment for office service shops (largely replacements)_. 18, 000 
Replacement of worn-out or defective building equipment - - - -- ___--- 12, 000 
RC ne fe ek ee ee A ee aes 2 OP eH 330, 000 
Less depreciation on facilities and equipment in service______-____-_- , 000 
WEL 5 5555 cone ascananesbasivens deudaheubecce uh Vepdins 270, 000 


The estimate of $300,000 for purchase of office equipment includes $141,700 for 
replacing worn-out and obsolete equipment, such as typewriters, adding machines, 
calculators, etc., and $158,300 for furniture and equipment necessary to supply 
the needs of the expanded staff required by the greatly accelerated construction 
program. 

Transportation facilities and equipment 

This category covers garage buildings and general transportation equipment 
required by the various TVA programs. 

Actual obligations during 1950 and estimated obligations for 1951 and 1952 
broken down by classes of transportation facilities follow: 








ved aca 























1950 actual | 1951 estimate | 1952 estimate 
aiid cis nda aycnnnlarnsibinlacnnaniitinorened gt ERs Pe eS oe 
eeprom peter 2 hse 1, 588 S508 400 hs kien. 
Paris, Tenn., poe. Ra ni se Cae ST Nai ee nS Sasebeblnes 2K BOO Tasicvsate diets 
Alterations to leased garage at Knoxville...............---..-- ty MRR bee jariiasalad 26 eal 
NURI at hu. al cout neansisdas mnesamanhnceasian 121, 361 184, 000 $245, 000 
Trucks and other heavy mobile equipment_-_-__._.-.-..-...--- 5 631, 000 751, 000 
I nc ee meudbmgucelabenninineminn 59, 288 85, 600 103, 000 

REA ER cit “Pir oR Bite oe AS. pate neoasa 934, 280 1, 043, 000 1, 099, 000 
Less depreciation on facilities and equipment in service -_._.-- 505, 359 600, 000 000 
UE oss Su cisinn ones ue bck Goma isda eeglietittimtncastaeiett 428, 921 443, 000 499, 000 





The estimate of $245,000 provides for replacement of 172 passenger vehicles 
and 28 additions. The estimate of $751,000 provides for replacement of 185 
light trucks, 25 additional light trucks and replacement of a number of pieces of 
heavy equipment used principally for transmission line construction. 

The estimate of $103,000 provides $50,000 for replacement of two aircraft and 
$53,000 for miscellaneous shop and service equipment. 


Other general facilities and equipment 

The 1952 estimate of $27,000 for other general facilities and equipment con- 
sists of $92,000 for minor additions to general facilities, such as engineering 
equipment and general plant and equipment items required by various develop- 


ment activities, less a credit of $65,000 for depreciation on facilities and equip- 
ment in service. 


INVESTIGATIONS FOR FUTURE PROJECTS 


The orderly planning and scheduling of additional power and multipurpose 
facilities in the Tennessee Valley require a continuing program of investigations 
looking toward ways of meeting demands which are certain to come in the future. 
The 1952 estimate of $300,000 is somewhat higher than that for 1951 because of 
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the need for more intensive investigations for future sources of power as the more 
readily apparent sources are developed. 


NAVIGATION OPERATIONS 


As shown in schedule A-2, the Segroesieine fund requirement for direct naviga- 
tion expense is $361,000 in 1952. he budget for 1951 is $332,000; actual expen- 
ditures in 1950 were $296,376. The net expense for navigation operations is 
estimated to be $2,822,000 in 1952 and $2,978,000 in 1951. Actual net expense 
in 1950 was $2,796,445. These net expense figures are shown in statement B and 
include provision for depreciation (which requires no cash outlay), administrative 
— expenses, and a portion of reservoir management expenses (schedule 
B-3). 

During 1949, traffic on the Tennessee River waterway set a new record— 
470,000,000 ton-miles, a 6-percent increase over 1948. Though traffic in coal was 
lower than in 1948, tonnages of virtually all other commodities were up significant 
amounts. Transportation savings are estimated to total more than $6,000,000 
on all 1949 traffic. Savings should ultimately reach at least $9,000,000 annually 
if business and Government work together to secure suitable rates and common- 
carrier barge line services necessary to achieve fully the inherent economies in 
water transportation on the Tennessee River. The national emergency may 
result in heavier demands on river transportation. 


Study and development of river transportation 


Certain technical and administrative services are necessary for TVA to meet 
its statutory obligations in the field of navigation. In brief, the tasks are (1) 
to keep the facilities open and adequate to the needs of modern commerce; (2) 
to encourage and assist private interests in making an orderly development of 
terminal facilities and barge-line services; and (3) to work with shippers, carriers, 
and others in coordinating water transportation with other means of transport 
so that a maximum of transportation is provided at least cost to shippers. The 
1952 estimate for this work is $227,000. 

Navigation engineering services are provided to insure continuing adequacy 
of the channel, locks, and related navigation facilities. They include: (1) 
Preliminary planning and review of proposed improvements to TV A’s navigation 
facilities; (2) maintenance work on secondary channel markers; (3) review for 
effects upon navigation of plans submitted under section 26a procedure; and 
(4) advance notice to navigators about abnormal reservoir stages or spillway 
discharges. 

The steadily increasing traffic on the river creates a continuing demand for 
new terminal facilities. Assistance is given to private individuals in site selection 
and lay-out problems so that terminals will not interfere with multipurpose 
reservoir-operating requirements. Work in 1952 will include studies to locate 
and analyze potential industrial water-front sites required by individual industry 
needs or by local progress in city planning. 

Economic studies are made to appraise the transportation economies offered by 
the Tennessee River. These studies supply the information needed by shippers 
and carriers interested in movements of specific types of commodities. During 
the developmental stage of navigation, this economic information service is neces- 
sary to acquaint new shippers with transportation costs and economies by various 
barge and barge-rail arrangements. The present trend of increased movements 
of iron and steel, grain, and various chemicals can be attributed in large part 
to the availability of this informational service. 

Investigations are made of the artificial barriers to the use of the waterway, 
such as regulatory policies and practices, and plans are developed for their cor- 
rection. A major current project is a comprehensive report of Economic Barriers 
to Full Navigation Use of the Tennessee River. 


Operation of public-use river terminals 


TVA operates four public-use general commodity terminals at Chattanooga 
and Knoxville, Tenn., and Decatur and Guntersville, Ala., and a coal terminal 
at Harriman, Tenn. All these terminals have railroad and highway connections 
and are available to shippers and carriers under terms of published tariffs. 

These terminals have enabled certain important kinds of traffic to get started 
and have permitted potential large shippers to try water transportation before 
making heavy investments in their own facilities. They are particularly suited 
for use by the many small shippers who handle various kinds of freight in tonnage 
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too small to warrant their having terminal facilities. Plans call for future transfer 
of terminal operations to private operators. 

Terminal traffic has been increasing steadily since 1946 and in 1950 reached a 
record 117,500 tons. Traffic in 1950 exceeded the estimate in the budget prepared 
a year ago, and it has also been necessary to increase the 1951 estimate. The 
— 1951 estimate of $106,000 provides for the handling of about 180,000 tons 

ut there are possibilities that traffic will be heavier and the allocation of additional 
funds necessary. Terminal traffic in 1952 is estimated at 235,000 tons, and the 
estimated expense is $127,000, an increase of $21,000 over 1951. Income is 
estimated to increase from $98,000 in 1951 to $127,000 in 1952, 


Power for lock operations 


The cost of electric power required by the Department of the Army in operating 
the navigation locks on the Tennessee River is estimated at $7,000 in 1952, 


FLOOD CONTROL OPERATIONS 


Operation of the flood-control system on the Tennessee River consists principally 
of using storage space in upstream reservoirs for seasonal retention of excessive 
runoff and of regulating the discharge from reservoirs to rates of flow which can 
safely be handled by downstream channels and reservoirs. The major items of 
cost consist of depreciation of major structures and a portion of the expense of 
operation of multipurpose reservoirs. Neither of these requires a direct appro- 
priation for flood-control purposes since depreciation is an accounting transaction 
requiring no current outlay of funds, and fund requirements for operation of 
multipurpose reservoirs are included in the reservoir management program. 
Appropriated funds required for direct fleod-control operations are estimated 
to be $48,000 for 1952, slightly below the figure for 1951. The estimate provides 
for systematic collection and analysis of flood data, including the characteristics 


of major storms, in order that the flood-control system may be operated most 
effectively to handle future high flows, 
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ScuEDuLE B-1.—Statement of power operations (fiscal years ending June 30, 1950, 
1951, and 1952) 





1950 actual 


1951 estimate 


1952 estimate 





Income: 
Operating revenues: 
Sales of electric energy: 
Municipalities and cooperatives..........._.. pai 
Commercial and industrial 
Federal agencies 


Electric utilities...........---------------- oe 


Rural (retail) 


Total outside sales________. ek ea tnadhwatiek ss 


Rents and other revenues 


Total operating revenues, exclusive of interdivi- 
sional sales and rents 


Incidental income from recovery of operating expenses: 


ntercbange power delivered 
Sales promotion 


Total income before amortization (statement A) 


Amortization of prepaid rentals on Memphis steam plan 2. 


Total income 


Expenses: 
Production: 
Generation 
Purchased power 
Interchange power received 


Total production expense 
Transmission 
Distribution 
Customers’ accounting and collecting 
Sales promotion 
Payments in lieu of taxes 
General operating expense 
Interest on funded debt 
Other expense 


Total operating and interest expense 
Less interdivisional sales and rents? 


Total direct expenses (schedule A-2) 

Distribution of administrative and general expenses 
(schedule B-2) 

Allocated from reservoir management 


Total expenses before depreciation 
Depreciation on power facilit es 


Amortization of electric plant-acquisition-adjust ments - _ ._ 


Depretiation allocated from reseryeir management 
Total expenses 


Net income from power operations. 


$31, 250, 296 
11, 789, 768 
6, 956, 322 

5, 536, 571 
76, 378 


55, 609, 335 


$37, 100, 000 








56, 084, 237 








2, 112, 311 
150, 541 





2, 346, 415 
708 





2, 347, 123 


1, 770, 000 








58, 431, 360 
11, 928 


66, 422, 000 
142, 000 





58, 443, 288 


66, 564, 000 








9, 661, 432 
396, 517 
679, 981 





10, 737, 930 


19, 747, 000 
5, 062, 000 


pp 


$f 





21, 305, 557 
1, 689, 946 


+3 
BS 





19, 615, 611 


656, 792 
1, 200, 316 


8 
te 
Pes 
a 


Ss s|22| 223252 


1, 354, 


716, 000 
1, 143, 000 





21, 472, 719 
9, 636, 306 
200, 000 

1, 066, 052 


31, 191, 000 
10, 559, 000 
200,000 

1, 118, 000 





51, 101, 000 
12, 658, 000 

200, 000 
1, 182, 000 





32, 375, 077 


43, 068, 000 





65, 141, 000 








26, 068, 211 





| 23, 496, 000 


20, 000, 000 





Nortes.—In accordance with the uniform system of accounts prescribed by the Federal Power Commis« 
sion, TV A’s published financial statements reflect these items as follows: 
(1) Incidental income is deducted from the appropriate operating expense. 


(2) Amortization of prepaid rentals is includ 


in operating revenues. 


(3) Interdivisional sales and rents are included in operating revenues 
These departures are made herein for clarity of presentation for budgetary purposes, 
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PowrER OPERATIONS 
(Schedule B-1) 


During the fiscal year 1950 installed generating capacity on the TVA system 
increased by 247,000 kilowatts—all iydro—to 2,994,000 kilowatts. The total 
energy produced by TVA generating facilities and received from others under 
tapos and interchange agreements amounted to 18.6 billion kilowatt-hours. 

he total energy delivered by the TVA system (exclusive of generating station 
use and transmission losses), including sales, deliveries to the Aluminum Co. of 
America under the Fontana agreement, and deliveries to neighboring utility com- 
— under interchange agreements, amounted to 17.5 billion kilowatt-hours. 

nergy deliveries are estimated to be almost 18.5 billion kilowatt-hours in 1951 
and to be over 22 billion kilowatt-hours in 1952. 

The net income after depreciation but before interest charges is estimated at 
$20,779,000 in 1952 as compared to an estimate of $24,360,000 in 1951 and actual 
of $27,006,662 in 1950. The net income for 1951 and 1952 represents a return on 
the average net investment in the power program of between 3% percent and 
4% percent as compared with an average of about 4 percent over the 17 years of 
TVA’s power operations. The return of 5.8 percent achieved in fiscal year 1950 is 
the largest of any year of TVA’s power operations and resulted from very favorable 
streamflows and markets for the available power in that year. The decrease from 
the 1950 return anticipated in 1951 and 1952 reflects the assumption of average 
streamflow conditions in those years and the increasing shortage of adequate eco- 
nomical capacity to meet anticipated loads. Net income after all charges, includ- 
ing interest, is estimated to be $20,000,000 in 1952 and $23,496,000 in 1951, com- 
pared to the actual net income of $26,068,211 in 1950. As indicated above, the 
estimates for 1951 and 1952 assume average streamflow conditions. Better than 
average streamflows could produce some increase in net income over the estimates. 
Under extreme dry conditions the net income in either of these years could be 
wiped out by increases in production expenses. 


POWER REVENUES 


On the basis of load forecasts prepared in the fall of 1950, sales of electric 
energy, exclusive of interdivisional sales, are expected to increase in 1952 to about 
19.5 billion kilowatt-hours as compared to the estimate of about 15.5 billion 
kilowatt-hours in 1951 and the 1950 actual of 13.6 billion kilowatt-hours. The 
large increase in energy requirements forecast for 1952 results principally from 
sharply increased demands of preference customers—the municipalities and 
cooperatives and Federal agencies. Such customers are estimated to require 77 
percent of all the power to be available for disposal by TVA in 1952 as compared 
with an estimate of 70 percent in 1951 and the actual of 62 percent in 1950. The 
requirements of municipalities and cooperatives purchasing power from TVA at 
wholesale rates are estimated to increase about 35 percent in 1952 over the actual 
demands of 1950. The defense mobilization is expected to retard the rate of 
growth of power use of domestic and other small consumers due to shortages of 
appliances. Offsetting this, however, will be the increased industrial use in the 
defense effort. The 1952 loads of other Federal agencies are estimated to be more 
than double the actual loads of 1950, mainly due to greatly enlarged requirements 
of the Atomic Energy Commission at Oak Ridge. 

Operating revenues from the sale of electric energy, exclusive of interdivisional 
sales, are expected to increase from the 1950 actual of $55,609,335 to estimates of 
$64,366,000 in 1951 and $83,306,000 in 1952. The increase in revenues is rela- 
tively greater than the increase in energy requirements due chiefly to the inclusion 
of large amounts of energy expected to be purchased from neighboring utilities at 
comparatively high rates for delivery to the Atomic Energy Commission. Pro- 
duction expense is similarly affected by such purchased energy. 

Incidental income from recovery of operating expenses is estimated to be 
$1,398,000 in 1952 as compared with an estimate of $1,770,000 in 1951 and an 
actual of $2,347,123 in 1950. Since the greater portion of this income arises from 
power deliveries under interchange agreements, the decreases from the 1950 
figure in 1951 and 1952 reflect the fact that with heavy area demands upon the 
available generating capacity of the TVA system, less energy will be available in 
those years for delivery under such arrangements. 
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POWER EXPENSES 


Based on average streamflow conditions, total direct power operating expenses 
are estimated at $49,242,000 in 1952, compared to the estimate of $29,246,000 
for 1951 and the actual expense of $19,615,611 in 1950. The substantial increase 
in 1952 over the estimate for 1951 is due principally to increased production 
expense which will result from sharply increased loads and the heavy use of high- 
cost power which TVA must expect to obtain in 1952 from neighboring utilities 
to supply the Atomic Energy Commission in advance of the completion of addi- 
tional TVA generators now under construction. The increases in 1952 and 1951 
over 1950 also reflect the relatively low production expense in 1950 due to the 
favorable streamflows in that vear. 

The production expense estimates in schedule B—1 are based on the forecasts 
of power requirements used in projecting revenues from the sale of power. Varia- 
tions in total production expense from year to year are detailed in the following 
breakdown of production expense totals: 





| 1950 actual | 1951 estimate | 1952 estimate 





I tN, Seva uaa | $9, 661, 432 | $14, 887, 000 $21, 824, 000 





I ee sd Fe Te Se aceeua 396, 517 | 1, 488, 000 11, 260, 000 
Interchange power received__...........-...--.-....--.....--- 679, 981 | 3, 372, 000 | 5, 579, 000 
Total production expebes_.......-.. 25. sec e 10, 737, 930 | 19, 747, 000 | 38, 663, 000 





As indicated above, the increase in total production expense in 1952 results in 
large part from the fact that the generating capacity on the TVA system has not 
kept pace with load growth, making it necessary to obtain substantial amounts 
of high-cost power from others. 

Of the total system input the hydro plants are expected to provide about 67 
percent in 1952 as compared with an estimate of 80 percent in 1951. In 1950, 
with unusually favorable reservoir conditions during the year, about 90 percent 
of the total generation was provided from hydro plants. 

The above estimates of production expense are based on energy actually in 
storage in the fall of 1950, and the assumption of average streamflow conditions 
thereafter, with due consideration to the amounts of storage reserves which must 
be maintained to carry loads in subsequent periods. Great variations from the 
estimates for steamelectric generation expense and interchange transactions can 
result from changes in streamflow conditions, load requirements, or the price of 
coal, 

The increases in transmission expense and other items of expense from year to 
year reflect the requirements for operating and maintaining the growing power 
system required to supply the expanding loads in the TVA power service area. 

The estimates of payments in lieu of taxes are based on revenues from sale of 
energy, exclusive of sales to Federal agencies, during the preceding fiscal year, 
in accordance with the provisions of section 13 of the TVA Act, as amended. 
The estimated payments for 1951 and 1952 are each approximately 5 percent of 
such revenues for the preceding year. The percentage is in accord with the 
requirements of law. 

The estimates for interest expense on funded debt are in accora with requirements 
of the United States Treasury, holder of the bonds. These estimates reflect the 
retirment of $2,500,000 and $5,000,000 of bonds in 1950 and 1951, respeetively, 
and the contemplated retirement of $4,000,000 of bonds during 1952. 
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ScHEDULE B-3.—Statement of reservoir management for fiscal year 1°52 and of 
multipurpose reservoir operations for fiscal years 1950 and 1951 





Expenditures for comparable 
activities 
1952 estimate 





| 
1950 actual | 1951 estimate 





Income: 
Income from reservoir land operations 
Income from recreational development 
Incidental income from common operations 


Total income 


Expenses: 
Operations common to navigation, flood control, and 
power: 
Water dispatching operations 
Malaria control 
Plant protection and services to visitors 
Upkeep of roads and grounds 
Operation of reservoir lands 
Operation of backwater protection facilities 
Engineering investigations and tests 
System improvement studies 
Other operations. 
Maintenance of structures and equipment 
Maintenance of relocated highways and railroads 


Total operations common to navigation, flood con- 
trol, and power 

















Reservoir development: 
Fish and game investigations. ...............-.-.----- 
Stream sanitation investigations 
Recreation development 


Total reservoir development 








Total direct expenses (schedule A-2): 
Appropriated funds ‘ 2, 318, 000 
Corporate funds , 580, 3, 979, 1, 237, 000 


3, 580, 713 97 3, 555, 000 





Tota 
Distribution of administrative and general expenses 
(schedule B-2) 255, 565 245, 000 


Total expenses before depreciation 3, 836, 278 , 213, 3, 800, 000 











Depreciation: 
Daureapee-<1es Molties.. 8 eee 2, 637, 371 
i hw lain 
Other general facilities 


Total depreciation 2, 637, 371 








Total expenses 6, 473, 649 
Net expense of reservoir management 6, 209, 634 











Allocation to programs: 
Navigation operations: 
Net direct expenses - : 1, 099, 817 
Administrative and general expenses. ER A SERS ETT. 85, 188 
Depreciation. 


1, 954, 010 








Flood-control operations: 
Net direct expenses 1,101,754 
‘Administrative and general expenses 85, 188 
Depreciation 802, 314 


1, 989, 256 











Power operations: 
PN en era dace u aanudbuecnmans 1, 115, 127 
Administrative and general expenses-_------- sdigebidilelied , 000 
Depreciation : 1, 182) 000 


2, 325, 000 











Reservoir development: 
Net direct expenses - 169, 000 
Administrative and general expenses 20, 000 
Depreciation i 116, 000 
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RESERVOIR MANAGEMENT 
(Schedule B-—3) 


TVA’s chain of reservoits is managed primarily for purposes of navigation, 
flood control, and power. Consistent with these purposes, the reservoirs also 
serve other TVA programs as well as programs of other public agencies. 


Change in budget program categories 


Beginning with 1952, the category “Multipurpose reservoir operations” has 
been redefined to present in an integrated ‘“‘Reservoir management” program all 
activities related to management of the system of reservoirs. Activities which 
are conducted for the purpose of obtaining fullest public use of the reservoi-s — 
fish and game investigations, stream-sanitation studies, and recreation develop- 
ment—are included along with expenses common to navitation, flood control, 
and power. The first group of activities was formerly carried under ‘‘Resource 
development activities;” the latter group of common expénses formerly comprised 
the category ‘‘Multipurpose -eservoir operations.’”?’ The expensés common to 
navigation, flood control, and power will be distributed to those programs. 


Change in financing 


Beginning in 1952, TVA is requesting appropriations to cover the navigation 
and flood-control portions of common expenses (approximately two-thirds of total) 
which have been financed from corporate funds in the past. Section 26 of the 
TVA Act provides that all proceeds shall be paid into the Treasury “‘save and 
except such part of such proceeds as in the opinion of the board shall be necessary 
for the Corporation in the operation of dams and reservoirs, in conducting its 
business in generating, transmitting, and distributing electric energy and in 
manufacturing, selling, and distributing fertilizer and fertilizer ingredients.” 
This provision of law does not contemplate or require that a segregation be made 
between proceeds arising from power operations and those from nonpower sources. 
Such a segregation is necessary, however, under the Government Corporations 
Appropriation Act, 1948, which requires specified repayments from power proceeds. 

TVA’s reservoir operating costs are carried in a single program category, 
although, for accounting purposes, they are distributed to the three primary 
programs—navigation, flood control, and power. In line with the 1948 appropria- 
tion act, the power portion of these expenses has been financed from power pro- 
ceeds, and the navigation and flood-control portions from nonpower funds. 

In the case of the power portion of these expenses, there is a definite relation- 
ship between power income and funds required. In the case of the navigation and 
flood-control portions, however, there is no logical relationship between the fund 
requirements and the sources of income. since there are virtually no proceeds 
arising from the navigation and flood-control programs. As a result, the principal 
sources of income available for the nonpower portions of reservoir operations are 
sales of fertilizer, sales of fixed assets, and incidental income from programs. 
These arrangements, which result more from accident than from design, are not a 
very rational basis for program financing. Since fiscal year 1945, when TVA first 
began to segregate corporate funds from appropriated funds in its budget state- 
ments, net proceeds from nonpower activities have exceeded by a comfortable 
margin fund requirements of these activities which would now be financed from 
appropriations. It does not seem logical or wise, however, to determine the scope 
or cost of reservoir management on the basis of money available from fertilizer 
operations or, conversely, to allow the fund requirements for reservoir manage- 
ment to influence TVA policies in the fertilizer field. 

In the interest of clarity, TVA is therefore requesting appropriated funds in 
1952 to cover the navigation and flood-control portions of these common expenses 
(approximately two-thirds of total). The proposed change in financing will add to 
TVA’s appropriation requests, but proceeds which would otherwise be used for 
reservoir operations will be available for payment into the Treasury. 


Scope of reservoir management 


The activities included relate generally to the management, operation, and 
maintenance of 18 multipurpose reservoirs. These reservoirs have approximately 
10,000 miles of shore line. TVA has custody of approximately 450,000 acres of 
land surrounding the reservoirs. 

About 50,000 acres of this land are suitable for farming and are currently used 
by farmers under licenses or permits remunerative to the TVA and the farmers. 
Some 275,000 acres are forested and the timber is managed on a sustained-yield 
basis. About 140,000 acres of land and water are devoted to national game 
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refuges operated by the United States Fish and Wildlife Service and state con- 
servation departments. During the past year an estimated 6,000,000 people 
visited TVA dams. Expenditures of more than $21,000,000 for recreation facil- 
ities and services have been made by private and public agencies exclusive of 
TVA. TVA’s management objectives and methods shift the financial require- 
ments for development to state and local governments and private business as 
much as possible and as fast as possible. 

Schedule B-3 shows the estimates for the several activities which are described 
below. These activities have been carefully screened in order to present a 
minimum budget for this category of expense. 

Although a substantial increase in funds is required for plant protection 
measures, the total direct expense of reservoir management activities has never- 
theless been reduced some 18 percent in 1952. This over-all reduction has been 
achieved by reducing expenses of an operational nature wherever possible, 
deferring a number of engineering studies, and sharply curtailing expenditures for 
developmental purposes. 


OPERATIONS COMMON TO NAVIGATION, FLOOD CONTROL, AND POWER 
Water-dispatching operations 


The Tennessee is the world’s largest controlled river system. It provides more 
than 14 million-feet of useful controlled storage, a 650-mile channel for 9-foot 
draft navigation, and has installed hydroelectric generating capacity of more than 
2% million kilowatts. Proper dispatching of water in the operation of such an 
extensive development is fundamental to successful integration of navigation, 
flood-control, and power activities. The system as a whole consists of 29 m&jor 
projects, including 5 dams on the Little Tennessee River which are owned and 
operated by the Aluminum Co. of America in accord with water-control instruc- 
tions from TVA. All projects are operated as a unit through TVA’s water dis- 

tching office at Knoxville, Tenn. Suboffices are located at appropriate points 
in the valley. 

The nature of river-control operations requires continuous knowledge of the 
probability of rainfall, of how much rain has fallen, how much water is flowing 
in all of the streams, how fast it is moving, and when it will reach the reservoirs; 
and finally, once in storage, how and when it will be dispatched through the sys- 
tem. TVA and the United States Geological Survey cooperate in maintaining 
a network of streamflow gaging stations throughout the valley. TVA also has 
a cooperative agreement with the United States Weather Bureau for special fore- 
easts for the Tennessee Valley. Gate settings at dams to secure proper releases 
of water are performed as part-time tasks of personnel regularly employed at the 


ms. 
The 1952 estimate for water dispatching operations is $499,000. 
Malaria control 


TVA’s malaria control ty serns provides for control of the health hazard of 
malaria associated with TVA reservoirs. Operating activities include fluctuation 
of the water level to control marginal vegetation and to strand and kill mosquito 
larvae, elimination of shore-line vegetation, larvicidal applications, and emergency 
use of DDT spraying of premises. Studies are conducted to improve these 
techniques and to check their effectiveness. 

The 1952 estimate for malaria control activities is $720,000, a decrease of 
$57,000 from the 1951 budget and $106,500 less than 1950 expenditures. The 
reduction results principally from a sharply curtailed schedule of shore-line 
maintenance and reduction of maintenance on dewatering projects to the bare 
minimum consistent with needs for protection and operation of the facilities. 
Repetitive control measures will be limited to those reservoirs where circum- 
stances are most conducive to the breeding of malaria mosquitoes. Control 
measures on other reservoirs are not scheduled but will be done on an emergency 
basis when necessary. 

Investigations will be continued to appraise the effectiveness of malaria control 
techniques and to develop more efficient and economical control methods. Atten- 
tion will continue to be given to improving aircraft techniques for distribution 
of DDT and related substances to destroy adult mosquitoes and larvae. Research 
conducted by the United States Public Health Service indicates that, under certain 
conditions, some mosquitoes acquire resistance to DDT and related chemicals 
after extended exposure. Investigations will be conducted to detect acquired 
resistance by the Anopheles quadrimaculatus to DDT since such resistance would 
have significant implications for TVA’s malaria control methods. Routine 
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malaria mosquito inspections are being carried out by personnel of State and local 

health agencies on a reimbursable basis. Routine seasonal blood film surveys 

will be discontinued and appraisals of malaria incidence will be accomplished by 

epidemiological investigation by and in cooperation with United States Public 
ealth Service and State and local health departments. 


Plant protection and services to visitors 


Under normal operating conditions this category of expense includes the costs 
of visitor reception services at TVA multipurpose dams and powerhouses and of 
limited guard service to protect TVA plant and property from damage from fire, 
theft, and other incidents. When the national emergency was declared TVA 
closed its dams, plants, and other installations to visitors. Present estimates 
provide for greatly intensified plant protection measures. 

The estimate for 1952 is $901,000 compared to $793,000 in 1951. In both years 
provision is made for additional public safety officers. Fund requirements are 
greater in 1952 because service must be provided for one new dam and reservoir, 
and additional protection measures instituted for only a part of 1951 are expected 
to be in force for the full year in 1952. The estimates are based on a minimum 
plan for defense protection of the 18 multipurpose dams and related plant and are 
substantially less than amounts which would be required for the level of protection 
provided during World War II. TVA’s planning of security measures is being 
coordinated with defense agencies. 


Upkeep of roads and grounds 


The 18 multipurpose dam reservations include 13,625 acres of land and 95 miles 
of gravel and hard-surface roads. A variety of operations are necessary for the 
upkeep of these roads and grounds. Roads, parking areas, and walkways are 
maintained; the public-use areas around the dams are graded, planted, and 
mowed; and signs and guardrails are painted and replaced as necessary. Of the 
total acreage, about one-half is in natural or forest status, about one-fourth is 
maintained as meadow or pasture, and about one-fourth is maintained at the 
higher standards required by intensive public use. 

he 1952 estimate for these activities is $200,000, compared with the 1951 
budget of $453,000. Despite the addition of a completed dam and reservoir, the 
1952 estimate is less than half of the 1951 figure and reflects drastic reductions in 


standards of maintenance and repair to the minimum required to protect earlier 
investment. 


Operation of reservoir lands 


TVA’s reservoir lands, amounting to about 450,000 acres of land around the 
margins of the multipurpose reservoirs, are operated to secure their best utiliza- 
tion consistent with the purposes for which they were acquired and with the basic 
objectives of soil, water, and forest conservation. 

The 1952 estimate of expenditures for operation of reservoir lands is $437,000, 
or $186,000 less than the 1951 estimate. The estimate provides for costs incurred 
in the licensing of reservoir lands for agricultural and grazing purposes—review 
of applications, approval of rental rates and crop plans, and supervision of licensed 
areas for conformance to stated plans. Approximately 2,000 licenses will be issued 
in 1952 for use of about 46,000 acres for such purposes. Costs of forest-land 
operation include provision of forest fire and trespass control, reforestation, and 
harvesting and marketing of timber and other forest products. Approximately 
3,000,000 board feet of timber are projected for sale in 1952. 

The 1952 estimate of income expected to be realized from operation of reservoir 
lands is $161,000, compared with the 1951 estimate of $179,000. This decrease 
results from reduced timber sales and land rentals, reflecting the progress made in 
the disposal of surplus land. 


Operation of backwater protection facilities 

At seven locations dikes and pumping stations are required to prevent backwater 
from TVA lakes from overflowing commercial and residential areas. The 1952 
estimate for the maintenance and operation of these installations is $28,000. 
Approximately half of this amount covers the cost of electricity to operate the 


pumping stations, and the remainder provides for other operating expenses and 
items of repair and maintenance. 


Engineering investigations and tests 

This activity includes a variety of engineering work necessary to the operation 
of the multipurpose system. Investigations are made of ‘alleged damages from 
changes in water levels. Siltation and general hydraulic studies are made, and 
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the performance of hydraulic features of dams is appraised. Topographic maps 
of dam reservations are prepared, and land records are revised to show land sold or 
transferred to others. 

The 1952 estimate of $300,000 is $134,000 below that for 1951. The sharp 
reduction proposed reflects a deferment of many of these activities in order to use 
the engineering personnel on more immediately pressing assignments. 


System improvement studies 


Continuing studies are necessary to improve the water-control system in the 
Tennessee Valley and to identify factors affecting further development of the 
water resources of the region. These studies include the preparation of an inven- 
tory of the water resources of the Tennessee River Basin; preliminary study of 
possible future project sites and costs; geologic investigations on tributary streams; 
compilation and application of data for determination of the fundamental hy- 
draulic features on which the planning, design, construction, and operation of the 
dams are predicated; and analysis of and preparation of reports on special design 
features which will serve as reference and aids for seonomical future design works. 
The 1952 estimate for this work is $75,000. 


Other operations 


This category covers miscellaneous minor operating activities not otherwise 
classified, consisting principally of cleaning reflectors and replacing light bulbs on 
dams and along roadways at the 18 multi-purpose projects. The 1952 estimate 
is $23,000. 


Maintenance of structures and equipment 


Maintenance activities in this category consist mainly of painting spillway 
gates, maintaining spillway-gate operating devices, and other activities required 
to keep the general facilities at the 18 multi-purpose dams in good operating con- 
dition. The costs vary from project to project and from year to year. The esti- 
mate for 1952 of $94, 000 reflects a slightly smaller program of painting spillway 
gates than is required in 1951. 


Maintenance of relocated highways and railroads 


At the time of construction, TVA entered into contracts with owners of high- 
ways and railroads providing for relocation of such traffic arteries as were required 
by raising the water levels. In certain of these contracts TVA 1s required to main- 
tain fills which may be affected by adjacent water. Perpetual maintenance is 
required at some locations and relatively long limited-term maintenance at others. 
The estimated cost to TVA of complying with the provisions of these contracts is 
$68,000 in 1952. 

RESERVOIR DEVELOPMENT 


Fish and game investigations 


The Tennessee Valley now has a half-million acres of fishing water that did not 
exist a dozen years ago. The total catch of game fish from TVA reservoirs ex- 
ceeds 7 million pounds a year and commercial fishermen take another 2.5 million 
pounds of nongame fish and about 10,000 tons of mussel shells (for buttons). 
More than 100,000 acres of land and water have been made available by TVA to 
the States and the United States Fish and Wildlife Service for use a wildlife refuges. 
Another 36,000 acres is available for wildlife food production and public shooting 
areas. 

TVA conducts investigations to keep currently informed about the fish and 
game resources of the region in order to develop and utilize these important re- 
sources and to reconcile fish and game interests with the primary water-control 
functions and other TVA programs. 

The 1952 estimate of $50,000 is less than 60 percent of the 1951 budget for 
fish and game investigations. This estimate provides for population studies to 
obtain information on the size and character of the fishery, the magnitude of the 
harvest, and the degree to which the available crops is harvested; investigation 
and encouragement of commercial and mussel fishery; and cooperation with State 
and local agencies in the development of feeding areas and wildlife refuges. 
Much of the work is conducted in cooperation with State agencies which have 
regulatory responsibility for fish and wildlife conservation. 
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Stream-sanitation investigations 


Conversion of the river into a series of reservoirs caused profound changes in 
the water. Operation of the system for navigation, flood control, and power 
causes wide variations in water quantities and quality. These factors affect the 
water supplies of cities and industries and must be taken into account by them in 
planning sewage- and waste-treatment facilities. TVA collaborates with State 
stream-pollution-control agencies and municipalities in planning for sewage- 
treatment facilities and in seeking solutions to governmental and financing prob- 
lems associated therewith. 

A small technical staff appraises the effects of TVA operations on water quality 
and the effects of stream conditions on TVA operations. TVA is also cooperating 
with the United States Public Health Service and the valley States pollution- 
abatement agencies in the development of a comprehensive stream-sanitation 
plan for the Tennessee River system as required under Publie Law 845, Eightieth 
Congress. The 1952 estimate of $68,000 for stream-sanitation investigations is 
$41,000 below the 1951 budget. 


Recreation development 


Use of the reservoirs for recreation is a striking byproduct of the TVA program. 
In a region already possessing a favorable climate and a variety of scenery, and 
lying within 500 miles of two-thirds of the American people, the TVA lakes are 
an important addition to the region’s recreation resources. In calendar year 
1949 the number of person-day visits to the reservoirs for recreation purposes 
was estimated to be about 13,450,000, almost twice the number in 1947. 

TVA has supplied active technical leadership in guiding the recreational develop- 
ment of the region. Advice and assistance have been given to State and local 
pane and conservation agencies in the use of the reservoirs as a recreational 
asset. In the early developmental period a few recreation facilities were con- 


structed and operated by TVA as demonstrations to stimulate States, counties, 

and cities, as well as private groups, to undertake tte development of appropriate 

facilities. These demonstration parks have since been 1 ased or transferred to 

relieve TVA of continued expense. State and local agencies have assumed more 

and more iy’ copra ans for the coordivated recreational development of the region. 
=] 


In 1952, the estimate for recreation development is reduced to $92,000 from 
$150,000 in 1951 and $163,031 in 1950, The estimate provides for the minimum 
amount required to administer leases, licenses, and other agreements covering 
the use of reservoir lands for recreation operations. It also provides for handling 
inquiries about recreational developments and for limited assistance to private 
interests and State and local agencies on technical matters involved in planning 
recreation facilities as a means of assuri'g the compatibility of recreational 
developments with the primary v ater cortrol functions of the reservoirs. 

The income expected from tle lease of recreation lands and facilities is $41,000 
for 1952, compared to $48,000 in 1951. The decrease results from the sale or 
transfer of lands formerly operated under leases or licenses. 
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en ending June 30, 1952) 


come: 
Sales of fertilizer: 
OE ITER GES SPORE ME SET. CELE We MGEEL + PE SEN PAE 
Cooperatives and other distributors 


Total sales of fertilizer 
Income from graduated payment plan 
Sales of byproducts and other income 


a I ise es cen otis i cscs dicuncdicnesensonleneucandnce $19, 224, 000 
Expenses: 

Research on products and processes opensqrsnted ID iis coniddeidniticesin $1, 000, 000 

Research in fertilizer use (appropriated funds): 
Basic agronomic research _ - _-...........-.-----------.-..--.. $150, 
Engineering research in fertilizer application 
Farm testing 
Economic analysis 





Total research in fertilizer use 
Production and distribution (corporate funds): 
Cost of products including depreciation and distributed 
administrative and general expenses: 

Products sold______- “SARS Ee SEEN A RG ELE RR Re Re $16, 701, 000 
| aE ARE ACPO IE PP AE 23 
Products transferred to other TVA programs 
Byproducts 





Total cost of products 
Other expenses 


Gross cost of production and distribution. -.-.......-.--.-- ; 
Less products transferred to other TVA programs__.............. 609, 000 
~ Fon ig and administrative and general expenses in- 
clu above 








Total direct cost of production and distribution 
Total direct expenses (schedule A-2): 

ER aiid wenn asta ononnthasenraravqunbuiendiaueneseh 1, 404, 000 
EM AS IR Re CORE SESE Tae 16, 026, 000 





Total expense before depreciation 
Depreciation on production facilities 


Total expenses 


Net income from fertilizer and munitions development 


FERTILIZER AND MUNITIONS DEVELOPMENT 
(Schedule B—4) 


All fertilizer and munitions activities carried on under section 5 of the TVA Act 
are incorporated in a single budget category for fiscal year 1952. Estimates are 
summarized in schedule B-4. In prior years, process research was budgeted as a 
separate category, production was another category, and fertilizer testing and 
demonstrating were budgeted as parts of still another category. 

The TVA Act specifies that in time of national emergency the primary and con- 
trolling use of the research and production facilities at TV A’s chemical plants shall 
be for national defense. During World War II, the TVA plants turned out sub- 
stantial quantities of munitions and other war-essential chemicals, producing fer- 
tilizers as and when military requirements permitted. Now munitions are again 
being produced, and although production to date has been on a limited scale, the 
facilities are ready for complete conversion to munitions production on short 
notice. 

Principal peacetime objectives of the TVA fertilizer program are to develop 
new and improved fertilizers and processes for their manufacture and to test and 
demonstrate the value and best methods of fertilizer use. As provided by the 
TVA Act, these objectives pertain to the Nation at large rather than to any one 
region, although the activities are intensified in the Tennessee Valley and inte- 
grated with other regional development activities. The activities include tech- 
nological process research, experimental large-scale production, and testing of 
the products under controlled conditions and on practical farms. While TVA is 
predominantly interested in fertilizers from the standpoint of their value in soil- 
conserving systems of agriculture, the entire output of the TVA plants, subject to 


ScuEpuLe B-4.—Statement of fertilizer and munitions development (fiscal year 
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munitions requirements, will be available in 1952 for all-out food and fiber pro- 
duction if national agricultural oy so dictates. : 

Appropriated fund expense of the fertilizer and munitions program in 1952 is 
estimated at $1,404,000 and covers the costs of research in product and process 
development and research in fertilizer use. Corporate fund expense (the cost of 
manufacturing and distributing fertilizer) is estimated at $16,026,000. Income, 
almost entirely from the sale of fertilizer, is estimated at $19,224,000. After pro- 
vision for depreciation ($1,447,000) and prorated administrative and general 
—— ($168,000), total program expense is $19,045,000 and net income is 
$179,000. 

In 1952, income and expense may vary from present estimates as TVA shifts 
from fertilizer to munitions production. Some orders for munitions are already 
being filled during the current fiscal year. Effects of these orders on fertilizer 
production are just now beginning to be felt. Munitions requirements for 1952 
cannot be accurately projected at this time, and in the absefice of such informa- 
tion, the 1952 production and distribution estimates are presented entirely on 
the basis of fertilizer production. 


RESEARCH ON PRODUCTS AND PROCESSES 
(Appropriated funds) 


Extensive laboratory research and pilot-plant experimentation are prerequisites 
to the development of a new fertilizer, the development of a technically and 
economically feasible process for its manufacture, or the improvement of an 
existing manufacturing process. Periodic conferences are held between TVA 
and USDA fertilizer technicians to exchange information and assure coordination 
of research. 

Much of TVA’s research is valuable from a munitions standpoint because the 
basic chemistry of certain fertilizers and munitions is the same. During World 
War II, TVA engaged in several munitions research projects at the request of the 
Armed Forces and devised methods of producing war-scarce chemicals from 
substitute raw materials at the request of other war agencies. 

The estimate of $1,000,000 provides for both fertilizer research and related 
munitions research. 


Small-scale research 


Small-scale research consists of (1) background research consisting of observa- 
tion, collection, and organization of facts to provide a foundation for subsequent 
research; (2) exploratory tests of proposed processes and techniques to determine 
whether the proposals warrant further research; and (3) applied research to devise 
new or improved products, processes, or techniques. ‘Two examples of small-scale 
research planned for 1952 are given below. 

Studies of the phenomena through which most of the phosphate applied to soil 
becomes fixed in the soil itself, rather than being utilized by crops, will be con- 
tinued. Results of these studies, in conjunction with results of simultaneous 
studies of solubility, rates of solution, and rates of diffusion of phosphatic materials 
under conditions simulating those in the soil, are expected to clarify some of the 
obscure phosphate-soil-plant relations and provide a basis for development of 
more effective fertilizers. 

Research will be continued on methods for the preparation of fertilizers con- 
taining both phosphorus and nitrogen in chemical combination and offering econo- 
mies compared with physical mixtures of such materials. Various compounds 
rich in the two elements can be prepared by reacting phosphorus pentoxide and 
ammonia, and the potentials of these compounds as fertilizers will be investigated 
thoroughiy. 


Process development 


Process development consists of (1) technical and economic evaluation of small- 
scale research results with the aim of putting them to practical use; (2) develop- 
ment of the unit operations necessary to define a process and obtain data for a 
pilot plant; (3) design, construction, and operation of pilot plants; (4) improve- 
ment of design features and operating procedures of large-scale plants; and (5) 
preparation of engineering and economic studies directed toward adoption of satis- 
factory processes by private industry. 

Work planned for 1952 includes development of a group of related processes 
for production of combined phosphate-nitrogen fertilizers from rock phosphate, 
nitric acid, and ammonia. One line of this research has progressed through the 
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pilot-plant stage and has aroused considerable interest among fertilizer manufac- 
turers. This process offers. unusual.opportunities for reducing the cost of fertilizer 
to the farmer. TVA had planned to construct in 1951 and 1952 a large-scale 
demonstration plant—the logical next step in development of the process—but has 
deferred construction because of the national emergency. 

Two other related processes, in which neither phosphoric nor sulfuric acid is 
used, are scheduled for pilot-plant study in 1952. These include a process in 
which the rock phosphate is extracted with nitric acid and then ammoniated and a 
process in which dicaleium phosphate and ammonium nitrate are obtained as 
separate products of a single process. 

Work will be continued on recovery and utilization of byproducts from ferti- 
lizer processes to eliminate atmospheric pollution and to improve the economies 
of the processes. Based on research on the recovery of fluorine, a unit is now in 
operation for the recovery of this byproduct, in the form of synthetic calcium 
fluoride, from the fused tricalcium phosphate fertilizer process. Work will be 
continued on the development of methods for the recovery of fluorine from other 
phosphate processes. 

RESEARCH IN FERTILIZER USE 


(Appropriated funds) 


Of equal importance to the development of new fertilizers and manufacturing 

rocesses is research to determine the value and best methods of fertilizer use. 

his group of activities includes testing fert‘lizers under controlled conditions 
and under practical farm conditions, research in fertilizer application, experi- 
mentation with fertilizers in different farming systems, and economic analyses. 
The estimate for fiscal year 1952 is $404,000. 


Basic agronomic research 


Laboratory, greenhouse, and field-plot tests are conducted to determine the 
effectiveness of fertilizers under controlled conditions on various soils and crops, 
to study crop — to various rates and methods of application, and the like. 
In keeping with TVA policy of not duplicating existing facilities, these tests are 
carried out through cooperative research with State experiment stations. Tests 
will be undertaken in 1952 in each of the seven Tennessee Valley States and in 
two other States on soils generally typical of important soil regions. The 1952 
estimate is $150,000. 

Highlights of research planned for 1952 include the following work on various 
TVA fertilizers: 

Nitraphosphates.—The nitraphosphates are nitrogen-phosphate fertilizers 
which can be made in varying proportions of either element. Potash may be 
added during the process to produce a ‘‘complete”’ fertilizer. Products from pilot- 
plant operations will be used in experiment station tests. Representative grades 
to be tested include 17—22—0, 11-11-11, 11-22-11, and 14-14-14. These materials 
were available from pilot plants for the first time in 1949 and tests have been 
rather limited. Plans for 1952 provide for tests on a variety of crops, and in 
particular to determine suitability of these fertilizers for forage crops, for grass seed 
production, and for speciality crops. 

Calcium metaphosphate-—The materia] is currently being made by TVA in @ 
large-scale unit. Research emphasis in 1952 will be on determining the suitability 
of calcium metaphosphate on the calcareous soils of the West. 

Fused tricalcium phosphate-—The product has been made by TVA on a large 
scale for several years; tests to measure more accurately its residual effects will be 
continued in 1952. 

Other fertilizers.—Limited field experiments with phosphogypsum slag, diam- 
monium phosphate, dicalcium phosphate, calcium silicate slag, and other products 
are planned for 1952. 


Engineering research in fertilizer application 


An expenditure of $25,000 is proposed in 1952 for research on equipment for 
placing fertilizer under sod and small grain crops in experiment station plots in 
the valley States, for the design and construction of equipment for spreading 
fertilizer and lime on slopes too steep for conventional machines, and for studying 
the physical characteristics of TVA fertilizers as they affect handling and 
application, 





Farm testing 


Research information on fertilizer use under practical farm conditions is neces- 
sary to guide the development and use of improved fertilizer processes and 
products. To meet this need, test-demonstrations are planned on 1,100 farms 
in 27 States in 1952. These farms will be selected for their ability to provide 
needed research information on the use of the various TVA fertilizers in important 
agricultural situations. The type of records kept and the supervision given these 
farms will be geared to specific research needs. Estimated cost of planning, 
supervision, and administration is $200,000. Cost of the fertilizer provided by 
TVA is $237,000, which is budgeted as part of the production and distribution 
expense. Income from participating farmers under a graduated payment plan 
is estimated at $66,000. 

Both short-term and long-term tests are conducted. Information to be sought 
in the short-term tests includes (1) initial effect of a new fertilizer or an improved 
fertilization practice on crop response; (2) handling and storage characteristics 
of new fertilizers; (3) farmer acceptance of new fertilizers; and (4) value of con- 
centration of plant food in applving fertilizer. Information to be sought in the 
long-term tests, most of which will be in the valley, includes (1) effects of fertilizer 
on cropping systems; (2) effect of fertilizer on the range of crops that may be 
grown; (3) effect on ability to shift from one type of farming to another; and 
(4) economic and social effects on farm families and farm communities. The 
results of these tests will be of value in indicating the extent to which adequate 
fertilization can increase production and conserve farm labor. 

In the Tennessee Valley, where there is a great variety of soil-crop combinations 
and where TVA has a special interest in improved soil management, 820 farms are 
proposed. In the nonvalley portions of the seven valley States and in 20 other 
States, 280 farms will be selected. The additional test-demonstration farms needed 
for developmental purposes are included in the budget for ‘“‘Resource development 
activities.” 


Economic analyses 

Two types of economic analyses of fertilizer use are proposed in 1952 at a cost 
of $29,000. Ore is a continving appraisal of the results of fertilizer use on the 
economy of various types of farm management systems. The other is a study of 


the phosphate fertilizer industry conducted cooperatively with Vanderbilt Uni- 
versity. The purpose of the study is to identify points in the structure and opera- 
tion of the industry at which there are opportunities for reducing the cost of 
fertilizer to the farmer. 


PRODUCTION AND DISTRIBUTION 
(Corporate funds) 


TVA builds and operates large-scale fertilizer manufacturing units to serve one 
or more of the following purposes: To demonstrate the technical and commercial 
feasibility of a new process on a scale suitable for adoption by industry; to supply 
fertilizers in sufficient quantity for practical farm tests and demonstrations; and 
to produce new fertilizers in quantities sufficient for widespread introduction to 
farmers. 

Fertilizers produced by TVA in excess of amounts used in tests and demonstra- 
tions are sold to farmers. Use of the fertilizers in the public interest is assured 
insofar as it is possible to do so without resorting to regulation. Distributors are 
selected primarily on the basis of their willingness and ability to influence their 
customers to use the fertilizers in sound systems of agriculture as recommended by 
their State agricultural colleges. As the Nation’s agricultural goals for 1952 are 
developed in the light of the international situation, TVA fertilizer distribution 
plans will be adjusted to assure that the fertilizers are used to best advantage to 
attain these goals. Prior to 1951 TVA distributed its fertilizers almost exclusively 
through farmer-owned cooperatives which had agreed to conduct educational 
activities designed to assure use of the fertilizers in accord with TVA objectives. 
In 1951 a few privately owned fertilizer companies have executed the same type of 
distribution contracts, and TVA expects to obtain useful comparative data from 
the two types of distributors. 

Data on estimated production, distribution, costs, and prices of each of the four 
fertilizers proposed for production in 1952 are summarized below. Production 
and distribution figures show tons of material. Costs are per ton of material and 
include depreciation and administrative and general expenses prorations. Prices, 
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also per ton of material, are for material in 100-pound bags, f. 0. b. plant. Costs 


and prices may vary from present estimates in line with general cost and price 
trends. 





























Concen- : 

trated a t pomet Ammonium 

super- ar ricaiclum |’ “nitrate 

phosphate phosphate | phosphate 
DR ain ideicd Ac ccdithas nechnnitheonstocntin 140, 450 36, 000 40, 000 202, 700- 
Distribution: 
Sales to Federal agencies. _._.............-.-.-- mers OY BRASS: Be tai Ed) Noga aa 
ROI aly CN a iiceccdbenreivancenasned 136, 950 29, 639 26, 100 202, 400 
Wend im Soreiiiner Seats... . .. oon 6. cee cles sipaiaes 2, 748 1, 087 968 200 
Used in other TVA programs. ---_.-......-.-..----- 652 5, 274 12, 932 100 
oe TOE SUE PSE TET <Re CCTE SRE Ap ott } $49.00 $65. 10 $24. 70 $37.15 
ok. cad de hti schinckde ccombeemthenwerlcncdaeatie | 49.00 59, 52 20.00 55, 30 
| 





Concentrated superphosphate 


When TVA began making concentrated superphosphate in 1935, the product 
and its use were virtually unknown to the average American farmer. Today, use 
of concentrated phosphate fertilizer in systems of soil- and water-conserving 
agriculture has become widely accepted. Industry production has increased about 
sixfold and further expansions are planned. Great strides have been made in the 
technology of phosphate production, particularly in electric-furnace processes. 

Before the international crisis became acute, TVA had decided to withdraw 
from superphosphate production, since the program objectives of process develop- 
ment and widespread introduction have been largely attained. Recent develop- 
ments, however, make it inadvisable to carry out this decision. In the first place, 
as in World War II, the Nation’s farmers are again faced with shortages of phos- 
phate fertilizers, particularly concentrated fertilizers, despite the greatly increased 
productive capacity of the fertilizer industry. Secondly, the core of the TVA 
process for making superphosphate is the battery of electric furnaces which pro- 
duce elemental phosphorus for munitions use. Continuation of superphosphate 
production to the extent phosphorus is not ordered for munitions stabilizes the 
operations and enables phosphorus to be produced in quantity on short notice. 

Although the 1952 budget is based on continuation of production of superphos- 
phate at about the current rate, a considerable portion of the phosphate plant 
capacity is expected to be required for munitions-grade phosphorus. During 
World War II, 60 percent of the phosphorus supplied the United States Armed 
Forces was produced by TVA; at one time, 3 out of every 4 tons of phosphorus 
produced by TVA were going into munitions. 

Except for about 3,400 tons to be used in TVA programs, the entire 1952 
production is budgeted for sale at market prices which approximate estimated 
costs. If some, or all, of the product is sold in the form of munitions, there will 
be no substantial change in total production costs and income. 


Calcium metaphosphate 


Containing 62 percent POs, three times the amount in ordinary superphosphate, 
calcium metaphosphate is the most concentrated phosphate fertilizer in produc- 
tion. An advantage of calcium metaphosphate is that 1 ton of plant nutrient in 
the form of calcium metaphosphate can be shipped in one-third the space required 
for the equivalent plant food in ordinary superphosphate. TVA has carried the 
process from the laboratory through the pilot plant, and into production in a 
commercial-scale unit. Operation of the unit in 1952 at capacity, 36,000 tons, 
will permit further process improvement and use of the product on a greater 
variety of soils and crops. Of the scheduled production, 1,087 tons will be used 
in farm tests, 5,274 tons will be used in resource development activities, and 
29,439 tons will be offered for sale. 

After being distributed for use only in test-demonstrations for a number of 
years, calcium metaphosphate was first offered for general sale in 1950, when 
6,620 tons were sold. Sales in 1951 are expected to amount to 28,700 tons with 
the material going mainly into the North Central States. About two-thirds of 
the 1952 tonnage to be sold will be allocated to that same general area, which 
constitutes the greatest potential market for calcium metaphosphate which might 
be made by industry from the extensive western phosphate deposits. One-third 
will be allocated to the Southeast. The sales price proposed for calcium meta- 
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phosphate in 1952 is comparable to the market price for concentrated super- 
phosphate per unit of P,Os. 


Fused tricalcium phosphate 


Although the process for manufacturing fused tricalcium phosphate is basically 
one of the most simple yet devised, serious problems have arisen in actual produe- 
tion and use. The principal process problem still outstanding is corrosion of the 
furnace hearth. Experience with improved linings and different cooling equip- 
ment during the past year suggests, however, that this problem has been solved, 
although further operation is necessary for final proof. The principal agronomic 
problem has been failure of certain crops on certain soils to respond as readily to 
fused tricalcium phosphate as to superphosphate. Recent controlled tests with 
finely ground material have suggested a solution to this problem; practical farm 
tests with the finer material are being conducted in 1951 to check the results of the 
controlled tests. A third major problem relates to analysis. Fused tricalcium 
phosphate contains 27 to 28 percent P2,Os but shows only 20 percent or less:avail- 
able when analyzed by methods used by State fertilizer control officials. Addi- 
tional research data are needed to demonstrate that the material is more effective 
than shown by these analyses. 

It is proposed to produce 40,000 tons of fused tricalcium phosphate in 1952, 
using 13,900 tons in fertilizer research and other TVA programs and offering 
26,100 tons for sale. The proposed sales price corresponds to the market price 
of 20 percent ordinary superphosphate. It is expected that as farmers become 
more acquainted with the product the price can be increased to reflect more nearly 
its actual P,Os content. 

Unlike other TVA phosphate fertilizers, fused tricalcium phosphate production 
will not be affected by munitions requirements, since the process does not involve 
production of phosphorus as an intermediate step. 


Ammonium nitrate fertilizer 


The major TVA program need for ammonium nitrate in 1952, apart from such 
needs as may arise from a‘general acceleration of agricultural production occa- 
sioned by the international situation, will be the valley winter cover program, ini- 
tiated during the summer of 1950. In this demonstration program, ammonium 
nitrate is offered to farmers in the Tennessee River watershed during late summer 
and early fall for use on cover crops, particularly winter growing crops, or in the 
production of grass seeds for pastures. The program is being sponsored by State 
agricultural colleges, distributors of TVA fertilizer, the Produetion and Marketing 
Administration of the USDA and TVA. Improvement of existing pastures and 
the shifting of lands now in other uses to pastures help to conserve soil and water 
resources, contribute to the development of a more stable agricultural economy 
and stimulate increased production of livestock and livestock products. 

Forty thousand tons of ammonium nitrate are tentatively allocated to the valley 
winter cover program in 1952. The material will be priced at levels which will 
assure its use for intended purposes, such use being made a condition of sale. The 
remaining tonnages will be distributed so as to aid as muchas possible the achieve- 
ment of national agricultural production and conservation goals. About 300 tons 
will be used in fertilizer tests and transferred to other TVA programs. 

The potential demand for solid nitrogen fertilizer for use on pastures and other 
soil- and water-conserving crops in the Southeast is so great that, if the current 
demonstration is as successful as is anticipated, virtually the entire output of the 
TVA plant could be devoted to such uses. As this potential is realized in ensuing 
vears, reductions will be made in the tonnages of TVA ammonium nitrate available 
for other uses. 

It is not presently known how much of TVA’s ammonium nitrate production 
may be required in the form of munitions by the Armed Forces or in the form of 
fertilizer for export to allied and occupied countries. The proposed allocations 
of this material are therefore based on the assumptions that the total output of 
TVA’s ammonia and ammonium nitrate plants in 1952 will be in the form of 
fertilizer and that the fertilizer will all be available for domestic use. During 
World War II, TVA supplied the Armed Forces with approximately 29,000 tons 
of ammonia, 10,000 tons of ammonium nitrate liquor, and 64,000 tons of muni- 
tions-grade ammonium nitrate; and exported many thousand tons of ammonium 
nitrate under WPB and other war agency orders. TVA is prepared to devote 
as much of its plant to these purposes in 1952 as may be required. Sale of sub- 
stantial quantities of ammonia or ammonium nitrate to the Armed Forces at cost 
will, unlike the situation with respect to phosphorus, reduce income greatly below 
the level here budgeted. 
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ScnEepure B-5.—Statement of resource development activities (fiscal year ending 
June 30, 1950, 1951, and 1952) 





















































1950 1951 1952 
actual estimate estimate 
Income: 
Income from graduated pay ment plan for fertilizer... .... $255, 118 $200, 000 $194, 000 
RE a a ne ap 52, 804 50, 000 2, 000 
I ara ences ata tawcelk pceese Sous weekied i 307, 922 250, 000 196, 000 
Expenses: 
Agricultural resource development: 
es ent ca dhs Lakcus vagrecdse : 2, 499, 440 2, 269, 000 759, 000 
PEIN ane tel a. nd. dean cba awedeuteiee doce d , 118 200, 000 163, 000 
WE aici patel ts totviics site dona teestecane scat 2, 754, 558 2, 469, 000 922, 000 
Forest resource development __ SEE Re Sa Fart 1k 773, 450 693, 000 374, 000 
Tributary watershed dev nent: 
Appropriated funds. _.- iiss! odbc cls Si ni seecilas tigd pani ahaa Spies: 600, 000 
Corporate funds. _.........-- apse AE Bad Cae aS ere a Enea : 31, 000 
I i Shas on Wisk acc tpeiinky Ckdyskesls mbm cana el aap ake deaetie Fe Ie ee | a 631, 000 
Mineral resource development... -__.__- pin nsietny Spikeited 118, 869 110, 000 80, 000 
Recreational resource development. a aiiuce seed 163, 031 PS ee zi 
Stream sanitation and public ee fo sca 139. 736 A OE Rees ere 
Fish and game investigations. _____.__.- 101, O82 85, 000 |........ i 
Topographic mapping on 463, 969 358, 000 300. 000 
Surveys and studies of the Tennessee V alley...... ; 272, 208 | 280, 000 173, 000 
Total direct expenses (schedule A-2): peas Sen % 4 
SS ESP Oa SES a, AS 4, 531, 785 4, 082, 000 2, 286, 000 
ON ee ee ee fi segs : 255, 118 200, 000 194, 000 
2 ERR! Shes Ree Pays Dene teen Le eee Op innnn Pe 4, 786, 903 4, 282, 000 2, 480, 000 
Distribution of administrative and_ general expenses 
(schedule B-2) -. BSS ial ais ee 231, 97 | | 196, 000 151, 000 
Total expenses before depreciation - wtawobiale 5. 018, 900 | 4, 478, 006 2, 631, COO 
Depreciation on general facilities. _- | 126, 615 | 129, 000 14, 000 
Contra of change in test- demonstration fertilizer inven- | | 
tories (included above as direct expense) aoe | —7, 174 PY Rar Sas eee 7. DERRY Seals Sy 5 
RPE TES An, eae ASS Fem 
Total expenses._._-.-.--- Lida : hae | 5, 138, 341 | 4 607. 000 2 645, 0 000 
== ——————— nr kp 
Net expense of resource development activities_____- | 4, 830, 419 | 4, 357, 000 2, 449, 000 





Resource DEVELOPMENT ACTIVITIES 
(Schedule B-5) 


The 1952 estimate for resource development activities is $2,480,000 ($2,286,000 
from appropriated funds and $194,000 from corporate funds). The program as 
now projected reflects a major reorientation of research and development efforts. 

The activities in this category have been reviewed critically in the light of the 
national emergency. Some have been eliminated, others have been redirected 
to inerease their contributions to national defense, and the general level has been 
reduced substantially. 

Circumstances other than the national emergency have also contributed to a 
modification of TVA’s resource development activities. The marked progress 
which has been made in this field during the last 17 years makes desirable certain 
changes in TVA’s approach and techniques. Progress to date permits a greater 
selectivity in the activities which should be carried on in the future. The momen- 
.tum which has been de veloped in the valley as a whole enables TVA to give 
more concentrated attention to particular areas which, for a variety of reasons, 
have not come along as fast as the general region, and ‘to a few carefully selected 
major problems and opportunities for regional development. 

These factors are reflected in arrangements for*greater integration of TVA’s 
responsibilities for water control and utilization with other development activities 
in selected tributary watersheds; in the contraction of test-demonstration activities 
and increased reliance on other agencies for the educational phases of regional 
dev elopment; in the withdrawal from research and the rendering of technical 

assistance in fields where state and local agencies are ready to take increased 
initiative; and in the concentration of efforts on specifically defined projects. 
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Along with these changes, certain activities, formerly a part of recource develop- 
ment activities but related to other major TVA programs, are being oriented more 
closely to those programs, with a resulting reclassification of costs. The most 
significant shifts are the transfer of fertilizer testing functions to the fertilizer and 
munitions development program and the transfer of recreation, stream sanitation, 
and fish and game activities to the reservoir management program. 

It is difficult, of course, to estimate precisely the speed with which the program 
adjustments discussed above can be put into effect. Because these adjustments 
affect other Federal, State, and local agencies, the changes can be made only as 
fast as TVA and the numerous cooperating agencies can work out jointly the 
necessary administrative arrangements. The current and next fiscal years will 
be a period of transition. It may be necessary to make various changes within 
the total budget for resource development activities if this transition proceeds 
faster or slower than presently anticipated. The requirements of national defense, 
as they become more specific, may make other changes necessary or desirable. 

Estimates for the various activities described below are summarized on 
schedule B-—5. 

AGRICULTURAL RESOURCE DEVELOPMENT 


The 1952 estimate for agricultural resource development is $922,000, compared 
to the 1951 budget of $2,469,000 and 1950 expenditures of $2,754,558. Of the 
1952 total, $163,000 will be derived from farmer payments for fertilizer, leaving 
appropriation fund requirements of $759,000. The estimate reflects a significant 
change in program and the transfer to other programs of certain activities formerly 
classified as agricultural resource development. The 1952 total for all activities 
previously classified as agricultural resource development is about 25 percent 
below the 1951 budget. 

Test-demonstration farms in transition, $608,000 

The distinguishing feature of TVA’s agricultural efforts in the past has been 
the extensive use of practical farm test-demonstrations. The program has been 
carried out in the field by the State land-grant colleges with TVA supplying the 
fertilizer and contributing to the cost of field supervision. This has been an 
effective way to test the practical effects of new fertilizers and to encourage the 
widespread use of sound fertilization and farm-management practices. It is 
a method which should be continued. Other sections of this document describe 
TVA’s plans for intensive use of the test-demonstration technique to test new 
fertilizers and to aid in the integrated development of tributary watersheds and 
other special areas. A scheduled contraction of TVA participation in the more 
extensive test-demonstration activity has begun. Progress to date in the agri- 
cultural development of the valley and the concurrent strengthening of State and 
local agencies give reason to expect that many phases of this job can, after a 
brief transitional period, be carried on effectively by the colleges and local groups. 

In fiscal year 1950, TVA fertilizer was supplied to approximately 7,600 farms. 
Under the reduced 1951 budget it is estimated that fertilizer will be supplied to 
about 6,600 farms. The 1952 program calls for participation of 1,100 farms in 
the fertilizer program, 800 in the development of tributary watersheds, and 600 
in the agricultural adjustment of reservoir areas. Some of these 2,500 farms will 
be selected from the present active farms. However, all of the cooperating farm- 
ers have been making farming adjustments and investments based on the assump- 
tion that TVA would continue to distribute test-demonstration fertilizer. Under 
the planned transition schedule, TVA will supply fertilizer to an estimated 2,900 
unit test-demonstration farms in 1952, in addition to the 2,500 farms mentioned 
above. The number of farms in this transition category will decrease in subse- 
quent years, with few, if any, farms remaining in this category by the end of 
1954. The cost of fertilizer for the 2,900 farms in 1952 is estimated at $449,000, 
of which $148,000 will be derived from farmer payments under the graduated 
payment plan. Costs of supervision and administration are estimated at $159,000, 
of which $115,000 is for contractual payments to cooperating colleges. 
Readjustment in reservoir areas, $126,000 

An estimate of $126,000 is proposed for agricultural readjustment work in four 
small areas where the construction of TVA reservoirs has required a change in the 
local agricultural pattern. 

In three of these locations, area test-demonstrations will be used to stimulate 
land-use adjustments toward improved management of soil and water in farming 
systems that will permit sustained production. Special attention will be given to 
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the testing and help in establishment of farm management systems suitable for 
areas of small farms, steep topography, and erosive soil. An estimated 600 farms 
will participate. Fertilizer to be used is estimated to cost $60,000, of which 
$15,000 will be derived from the graduated payment plan. Other costs are esti- 
— at $51,000, of which $34,000 will be contractual payments to cooperating 
colleges. 

Agronomic and agricultural engineering investigations are under way in the 
Douglas reservoir area where bottomland flooding disrupted production of truck 
crops for the canning industry. Research is being directed to the production of 
vegetables on upland soils. The investigations will include fertility studies on a 
wide variety of soils in the area to determine suitability for vegetable production, 
studies of the use of irrigation under a variety of soil conditions, and exploration 
of opportunities for increased emphasis on forage crops and livestock production, 
The 1952 estimate for this work is $15,000. 


Agricultural analyses and appraisals, $30,000 


An estimate of $30,000 is proposed for studies of present and potential levels 
of agricultural productivity in the Tennessee Valley. These studies will identify 
obstacles to continued development of the region’s agricultural resources and op- 
portunities for such development. This activity will be useful in planning for the 
intensified and improved use of agricultural resources to meet emergency and long- 
term needs. Particular attention will be given to farming systems designed to 
diversify and expand farm production while conserving soil and water resources 
and to opportunities for reducing farm-labor requirements through increased use 
of fertilizer and improved management. 


Farm classification and soil surveys, $83,000 

The 1952 estimate of $83,000 provides for the continuation of cooperative soil 
surveys and farm-classification studies. 

The surveying and mapping of the region’s soils is a cooperative project of the 
valley State land-grand colleges, the United States Department of Agriculture, 
and TVA. By June 30, 1951, approximately 80 percent of the valley will have 
been mapped. The remaining work will require about $300,000, of which $56,000 
is proposed for expenditure in 1952. 

Farm classification will be carried on in two States in cooperation with the State 
agricultural colleges and other agencies. Use of farm classification as a tool in 
delineating problem areas where major land-use adjustments are needed will be 
studied and particular emphasis will be given to its use as a means of integrating 
the land-use programs of the various State and Federal agencies. Expense is 
estimated at $27,000 in 1952. 

The basic information obtained through these surveys is essential for intelligent 
planning of land-use adjustments and will be used widely by TVA, cooperating 
agencies, and others. The data are particularly helpful to TVA in planning 
fertilizer tests, in the development of tributary watersheds, and in agricultural 
readjustment near dam and reservoir projects. 


Research in grassland-livestock agriculture, $75,000 


TVA’s activities in agricultural resource development have emphasized im- 
proving the sustained productivity of the soil, particularly through adoption of 
farm-management systems based on close-growing crops and their use by live- 
stock. Prospects for further development of grassland-livestock agriculture and 
the increase in meat and dairy products which would result warrant more thorough 
investigation of the problems and opportunities involved in its further expansion. 
An important aspect of this project is the possibility of utilizing presently unpro- 
ductive land for livestock. 

Much research has been, and is being, conducted on both the physical and 
economic aspects of grassland-livestock agriculture. TVA plans to survey this 
work and appraise its applicability to conditions in the valley. Major gaps per- 
taining to valley conditions will be identified and other interested Federal and State 
agencies will be encouraged to undertake or to modify going research so as to fill 
these gaps. TVA will undertake research on phases which other agencies are not 
in a position to conduct and will coordinate the over-all project. An evaluation 
will be made of grassland-livestock agriculture in the valley in terms of the 
suitability of available natural resources, the physical, economic, and social con- 
ditions required for further expansion, the major barriers standing in the way of 
this expansion, and steps which could be taken to overcome the barriers. 

The study will supplement TVA work in fertilizer development through pro- 
viding additional knowledge on fertilization and related management practices 
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and will contribute to tributary watershed development through providing infor- 
mation on possible expansion of forage crops which are an important means for 
securing improved control and use of water and soil resources. 

The 1952 estimate for this project is $75,000. Pertinent agronomic and agri- 
cultural engineering research already under way will be continued. The survey 
and appraisal of the work of other agencies will be inaugurated and plans for 
collaboration will be developed. A start will be made on the analysis of such 
factors as farm labor requirements, availability of credit for grassland farming, 
and needs and prospects for expansion of livestock marketing and processing 
industries. 

FOREST RESOURCE DEVELOPMENT 


A major shift in emphasis is planned in TVA forestry activities. The 1952 
level of all forestry work is considerably below current levels; some of the work 
is being done as a part of the integrated development of tributary watersheds; 
and other activities are being redirected to emphasize inereased production of 
the kinds of lumber and timber products most urgently needed for defense. 
During World War II, TVA made important contributions to the effective 
mobilization of the region’s forest resources for the war effort and TVA is pre- 
pared to make any further changes in the activities described below which may 
be necessary to help gear the region’s productive effort into national defense 
programs. 

As shown in schedule B-5, the estimate for forest resource development is 
reduced from 1950 expenditures of $773,450 and the 1951 budget of $693,000 to 
$374,000 in 1952, 


Analysis of productive capacity of valley forests, $36,000 


During 1951 a survey and analysis was undertaken to determine the capacity 
of the 14,000,000 acres of forest land in the Tennessee Valley to meet national- 
defense and long-range needs for forest products. This analysis is scheduled 
for completion early in 1952. During 1952, spot checks will be made to deter- 
mine the drain of forest products from the area. Information on possible sources 
of supply of forest-products raw materials needed in the defense effort will be made 
available to valley industries and the public agencies concerned, and close liaison 
will be maintained with all public and private agencies, especially the NPA. 
Information from this activity will be useful also in the development of tributary 
watersheds. 


Aids to sustained production of forest products, $79,000 

From the above survey and analysis, it will be possible to determine the present 
productive capacity of the valley forests. In addition to the capacity of the 
forests themselves, the major factor in supplying defense needs from the valley 
will be the forest-products industries which draw their raw material from this 
area. Included in this are some 5,000 primary processors who take the raw 
material from the woods on its first step toward utilization. Past work in this 
area has given indication of a number of production bottlenecks which exist and 
which were particularly significant during World War II. Experience by TVA 
during World War II and subsequent thereto has indicated the need for assist- 
ance in the form of technical information at various stages of processing to 
improve and sustain the productive capacity in this area. It is essential to con- 
tinued national strength that production methods safeguard the sustained pro- 
ductivity of the forest lands and that waste be minimized. Studies which have 
been made of the handling and seasoning of lumber and forest products have 
disclosed many practices which, if more widely adopted, could greatly decrease 
the loss from improper seasoning and handling of lumber. Such matters as 
selection of logs, method of sawing for grade, arrangement: of sawmill equipment, 
and lost time at mills can all greatly affect the productivity of the region. 


Forest-fire-control demonstrations, $23,000 

The $23,000 estimate provides for the fifth and final year of TVA financial 
participation in cooperative forest-fire-control demonstration projects in North 
Carolina and Alabama. Projects such as these have proved most effective in 
organizing fire-control systems which have resulted in greatly improved protection 
and which can be operated by State and local agencies after a brief demonstration 
period. 


Valley-wide reforestation project, $79,000 
For a number of years TVA has cooperated with State foresters and State agri- 
cultural extension services in a valley-wide reforestation project in which over 
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200,000,000 trees have been planted. TVA furnishes the trees from its forest 
nurseries, the State foresters coordinate reforestation work and promote planting 
on nonfarm lands; the extension services promote the planting of trees on farm 
lands, and the landowners do the planting and agree to protect the growing trees. 
During 1952, about 10,000,000 trees, obout one-half the 1951 level, will be avail- 
able for use in the valley-wide reforestation project. The estimate of $79,000 
covers the cost of producing and. distributing the seedlings and of coordinating 
work of the several agencies engaged in the program. 


Forestry development in special areas, $85,000 


The estimate of $85,000 provides for continuation of developmental work in 
six special areas where cooperative efforts are resulting in effective development 
of the forest resources. The exact techniques used vary according to local situa- 
tions. In general. plans call for demonstrations in erosion control, reforestation, 
forest management, fire control, and timber harvesting and utilization, with 
particular emphasis on increased production of products needed for defense. 
Local action will be mobilized and integrated with TVA skills and facilities and 
with the efforts of other Federal and State agencies. Typical of the special areas 
where work will be done is Wayne County, Tenn., where a 75,000-acre forest- 
menagement demonstration on private land is under way and significant progress 
is being made in county forest-fire control and other phases of forest-resource 
development. The western Kentucky area, which is one of the few localities in 
which there is an excess of growth over drain in certain timber species, should be 
able to make a significant contribution to national needs for timber products. 
A similar opportunity exists in the Lookout-Sand Mountain area. The need is 
to get the essential basic forest data, analyze it, present it in a form which defines 
the needs and opportunities of the forests of the area, and assist local groups and 
agencies in developing a program, 

Wood-hydrolysis research, $72,000 


To help create a market for the overabundant low-grade hardwoods in the 
valley, TVA and the United States Forest Products Laboratory initiated a wood- 
hydrolysis research project in 1949. A pilot plant for making molasses from wood 
is being operated to determine the minimum size suitable for commercial operation 
and to develop plans for prospective operators of commercial plants. Molasses 
produced is being used in livestock-feeding tests by the local agricultural experi- 
ment stations. The molasses can also be further processed into feeding yeast, 
sugar, and industrial alcohol. National-defense needs have already created a 
shortage of alcohol. Itis possible that the information from this research will be 
useful in developing new sources of alcohol from molasses produced from wood 
hydrolysis. Byproducts include pulp for wallboard, furfural, lignin, and other 
chemicals, some of which may be in short supply because of national-defense 
requirements. This project is expected to be completed by the end of 1953. 


TRIBUTARY WATERSHED DEVELOPMENT 


An estimate of $631,000 is proposed for the development of tributary water- 
sheds in 1952. Of the total, $600,000 would come from appropriated funds and 
$31,000 from farmer payments for fertilizer. 

TVA’s responsibilities for water control and utilization in the Tennessee Valley 
include watershed protection and management involving adjustments in land use 
and rehabilitation of basic natural resources. The functioning of TVA’s dams, 
reservoirs, and hydroelectrie-power plants is profoundly affected by what happens 
to water falling on the tributary watersheds as well as on the main stream. hese 
units handle the water which drains from the watershed into the streams; both the 
proportion of total rainfall reaching the streams and its rate of delivery to the 
streams are of great importance in determining the effectiveness with which they 
ean funetion. Within many of the tributary watersheds, important water-control 
problems are inseparably related to opportunities for beneficial adjustments in 
land use and full development of land and water resourees. While many of the 
problems and opportunities in these tributary watersheds are primarily local in 
scope, in the aggregate they add up to the needs of the Tennessee Valley for 
productivity and watershed protection. 

For the past 17 years TVA has directed most of its effort to water control and 
utilization within the channels of the Tennessee River and its major tributaries. 
Related projects of watershed protection and development have necessarily been 
more exploratory and educational, and considerably less intensive 
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During this initial period, considerable experience has been gained in the appli- 
cation of effective conservation, research, planning, and development techniques 
to specific problems through such devices as unit test-demonstrations and tech- 
nieal assistance on specific problems in various fields. Experience has also been 
gained on a broader basis through such activities as area test-demonstrations and 
forestry demonstrations involving the cooperative action of many local agencies 
and individuals. These activities have led to increased publie appreciation of 
the need for integrated action and active participation by landowners, local citi- 
zens, and their organizations. Effective methods of cooperation between TVA 
and the many people and agencies involved have been developed. 

This highly significant progress indicates the desirability of more intensive de- 
velopment of critical problem areas, where important “pilot plant’’ projects can 
more completely demonstrate and measure the full benefits of well-organized 
cooperative action. Through demonstrations in tributary watersheds, many 
phases of the TVA program will be focused in a small nimber of areas rather 
than conducted more generally on a valley-wide basis. Among these are flood 
control, soil-erosion control, improved land use, forest development and reforesta- 
tion, stream sanitation, hydrologic research, community development, and public 
health. These demonstration areas will provide opportunities for a great number 
of the community agencies in a particular locality to work together for the devel- 
opment of a small watershed. The tributary watersheds constitute areas small 
enough to permit accurate evaluation of the results of program integration, vet 
large enough to enlist widespread cooperative action and to have application to 
other parts of the valley. 

TVA has reviewed the land and water control and related problems in some 40 
tributary watersheds and has selected 18 of high priority. From this group, four 
areas have been tentatively selected for eartiest attention. These watersheds 
present important local problems of water control and watershed development 
closelv related to maladjustments in the use of agricultural and forest lands and 
to deterioration of soil and water resources. Excessive runoff, erosion, and channel 
siltation have resulted in bottomland flooding injurious to agricultural crops and 
in some cases to towns. These conditions are caused by such factors as depleted 
forest cover, inadequate erosion control on dirt roads. poor drainage, land abandon- 
ment, and improper agricultural practices. Two of the selected watersheds also 
present important problems of malaria control associated with water control. 


Reconnaissance, $80,000 


The first step in each watershed will be a reconnaissance to obtain information 
regarding phvsical conditions, important problems, opportunities, local interest, 
and agency and community readiness sufficient to substantiate a report recom- 
mending for or against an action program. 

In conducting the reconnaissance work, recognition will be given to the social, 
economic, health, industrial, and public-administration aspects of. watershed 
development as well as to physical problems in the fields of agriculture, forestry, 
and engineering. The reconnaissance may suggest some substitutions in the list 
of watersheds to receive earliest concentrated attention and may even indicate 
that it is infeasible to plan a development program at this time in some of the 
selected watersheds. 

Research, $145,000 

Reconnaissance will identify more clearly than is now possible the specific 
research required. A significant part of the research will accumulate basic data 
on soil-plant-water relationships as these are affected by various land-use systems 
and conservation practices. The techniques of hydrological engineers, foresters, 
agronomists, and agricultural engineers will be brought together in this problem. 
The tributary watersheds in which work is proposed have sufficient diversity of 
soils, slopes, vegetative cover, etc., to offer excellent opportunities for the collec- 
tion of significant hydrological data and study of possible shifts of land use. 

Other research needed to advance full watershed development may include 
studies of such problems as the protection, production, processing, and utilization 
of local products and resources; control of erosion, stream siltation, and pollution; 
social, economic, and industrial development; and sanitation and public health. 
Development, $406,000 

It is expected that field work will be undertaken in three or four watersheds in 
1952. In each watershed the success of the work will require active participation 
of the local people and local, State, and other Federal agencies. Their activities 
will be coordinated with various TVA skills and facilities. The combination of 
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techniques will vary in different watersheds. In most instances land-use adjust- 
ments for water control on the land through improved agricultural and forestry 
practices and engineering work to improve channel and streamflow characteristics 
will be essential. Developmental work may also be necessary on most of the 
other problems mentioned under “Research” above. An active educational pro- 
ram will be built around an intensive network of farm and forest demonstrations. 
t is estimated that about 800 farmers will participate in test-demonstrations in 
these watersheds in 1952. Technical advisory services will be available to farmers, 
businessmen, and communities. Encouragement will be given to such land- 
management practices as crop rotations, use of cover crops, contour cultivation, 
terracing, use of diversion ditches with properly designed outlets, strip cropping, 
forest-fire control, reforestation, and sustained-yield forest management. Special 
allocations of fertilizer, forest seedlings, and conservation credits from other agen- 
cies and institutions will be helpful in securing widespread participation of land- 
owners and others. Hydrological, physical, and economic measurements will be 
an integral part of the program in each watershed. 
Some of the activities described above are already under way in areas which 
fall within the selected watersheds. 


MINERAL-RESOURCE DEVELOPMENT 


Expenditures for mineral-resource development are being reduced from $118,869 
in 1950 to $110,000 in 1951 to $80,000 in 1952. In the past, a major phase of 
TVA’s mineral research work has been participation in cooperative surveys and 
investigations of the valley’s mineral resources. Activity in this field on the part 
of State and local agencies has been greatly increased and TVA does not plan 
to do further work of this sort after 1951. Major activities to be carried on in 
1952 are described below. The technical facilities and ‘staff, which performed 
special minerals research projects during World War II, can again be made 
available for special defense assignments if needed. 

TVA plans to cooperate with the University of North Carolina to demonstrate 
the use of the minerals testing laboratory at Asheville, N. C., as a regional research 
facility available and useful to neighboring States. TVA expenditures will grad- 
ually decline from $21,000 in 1952 to $4,000 in 1955. After that time, it is ex- 
pected that the laboratory will be supported entirely by the States having signifi- 
cant mineral deposits in the valley. The total cost to TVA over the 4-year 
demonstration period is estimated at $45,000. 

Another important minerals activity presently planned for 1952 is research on 
an electric-furnace process for the production of mullite from Tennessee Valley 
clays. Mullite is a refractory having excellent acid and high-temperature resist- 
ant properties. American production is presently dependent upon imports of 
kyanite from India. The estimated duration of this project is 2 years and the 
total cost will be about $50,000. This project is typical of several undertaken 
during World War II to find suitable domestic substitutes for imported products. 


TOPOGRAPHIC MAPPING 


An estimate of $300,000 is proposed for topographic mapping work in the 
Tennessee Valley in 1952. Expenditures were $463,969 in 1950 and are estimated 
at $358,000 in 1951. During World War II, TVA performed extensive war 
mapping services for the War Department, and first priority is still given to 
military requests. On September 1, 1950, one major emergency assignment was 
completed for the Department of Defense, and a second assignment is under way. 

Complete and accurate topographic maps of the Tennessee Valley are indis- 
pensable to TVA in carrying out its activities; are useful to other Government 
agencies in planning transportation, highway, and other facilities and services; 
and are helpful to private interests in locating industrial plants, agricultural and 
logging projects, and mining developments. They will be invaluable in planning 
new defense facilities and civilian defense programs. 


SURVEYS AND STUDIES OF THE TENNESSEE VALLEY 


An estimate of $173,000 is proposed for surveys and studies of the Tennessee 
Valley in 1952. In 1952 and succeeding years, increased emphasis will be placed 
on the development of joint research and appraisal projects and less attention 
will be given to the general provision of technical assistance to other agencies. 

Of the total estimate, approximately $124,000 will be required for the continu- 
ing staff work necessary to maintain current information on economic and social 
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trends in the Tennessee Valley; to identify major problems and opportunities in 
regional development; to encourage the coordinated participation of private 
groups and local governments in all phases of regional development; and to meas- 
ure and evaluate regional progress. Reliable analyzed data of this nature are 
essential for effective conduct of the various operating programs and for encour- 
aging the regional development efforts of other agencies. Information is obtained 
and analyzed on such factors as changes in population movement, the expanding 
use of interstate compacts, the public works programs of State and local agencies, 
effects of TVA payments in lieu of taxes on local governments, the growth of 
manufacturing, and current and long-range economic trends. This staff also 
devotes considerable time to the handling of numerous requests from other agencies 
and individuals for specialized information about Tennessee Valley resources. 
In addition, the following special projects are planned for 1952: 
County income study, $18,000 

During fiscal vear 1950 TVA began a cooperative study with the seven Tennes- 
see Valley States, the ,United States Department of Commerce, and others to 
develop a method for making estimates of the several components of income 
received by individuals in each county. The techniques developed will be used 
for formulating data showing the changes in level of income over a period of 
years. ‘The level of individual income is one of the most important indices of 
economic progress. Measurement techniques now in use are quite accurate on 
a State-wide basis but are of limited usefulness for smaller areas. Accurate county 
income figures will be helpful in evaluating the effect of developmental activities 
in the valley and in identifying particular areas for concentration of future 
efforts. The 1952 estimate of $18,000 provides for completion in that year. 
Special problems in economic and community planning, $31,000 

State and local planning agencies in the ‘Tennessee Valley have been greatly 
strengthened in recent years and are now able to handle effectively most problems 
of economic and community planning. The estimate of $31,000 covers TVA 
assistance to communities on special problems which State and local ayencies 
cannot solve alone or where there are special opportunities for development of 
techniques which will be useful elsewhere in the valley. Requests for assistance 
will be sereened carefully and assistance given only in the case of problems directly 
related to TVA construction or operations or those of unusual severity. 


ScHEDULE B-2 


Statement of Administrative and General Expenses (fiscal years ending J une 30, 1950, 
1951, and 1952) 





| | P | ; 
; 1950 actual | 1951 estimate | 1952 estimate 











Expenses: | 
SER SPN oe RII Seep AN Ne et Ree $78, 719 $91, 000 | $96, 000 
Office of the general manager. --_........--.--..---.------ 72, 358 | 82, 000 | 85, 000 
REPRE a RIPARIAN ST enti OLN Se } 81, 822 | 89, 000 | 93, 000 
I i al a ie eile won 50, 280 56, 000 | 60, 000 
Information staff (including technical library service) - ----| 171, 213 | 187,000 | 188, 000 
Dees Or ONT. ee oe saul 730, 420 | 819, 000 875, 000 
EIR CE CES Se ara gee Sal 852, 556 | 954, 000 | 1, 023, 000 
I ka. adv asuwdens 218, 837 | 245, 000 | 258, 000 
Division of property and supply-.--.-.-...-----.------ : 996, 668 | 1, 154, 000 | 1, 238, 000 
Operation of medical and safety service units.__.....___-. } 314, 378 359, 000 370, 000 
Other administrative and general expenses__-__........-.- 124, 718 164, 000 | 164, 000 

Ns oat cwigunisnacene Ss caseinsuiew oat aanstodaid | 3, 691, 969 4, 200, 000 | 4, 450, 000 
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ADMINISTRATIVE AND GENERAL EXPENSES 
(Schedule B—2) 


General administration and management services performed for the benefit of 
all TVA programs and projects are centralized in the interest of economy and 
efficiency in over-all operations, and the costs are recorded and reported as admin- 
istrative and general expenses. These costs include the expenses incurred by the 
Board of Directors, the General Manager and his staff, and the expense of pro- 
viding those personnel, fiscal, legal, and general management services common to 
all TVA organizations and functions. Sinee TVA’s financial records are based on 
commercial accounting practices, administrative and general expenses are dis- 
tributed to the various programs and projects in order to determine the total 
costs of each program and project. Schedule B-2 identifies administrative and 
general expenses and shows their distribution. ' 

While the size of TVA’s construction, operating, and research programs deter- 
mines to some extent the nature and level of the management services required, 
administrative and general expenses do not vary in direct proportion to program 
expenditures. At the present time, TVA is engaged in a greatly expanded con- 
struction program and for that reason some increases in administrative and 
general expenses are necessary. Since certain of these expenses are of a fixed 
nature, an expanded program can be accommodated without proportionate 
increases in management services. As shown by the table below, expenditures 
classified as “administrative and general” are steadily declining in relation to total 
expenditures, and the number of employees in administrative units of the organ- 
ization is declining in relation to total TVA employment. 


| 
1948 O46 1950 1951 | 
| 








Total employment (man-years) - 
Emptoyment chargeable to ad- 
ministrative and general | | 
accounts (man-years) _......_--} | 649 | 629 | 698 
Ratio: administrative and gen- | 
eral employment to total | | | 
employment (percent) | 5.1 | 4.9 | 5.0 | 4.05 | 
Total program obligations. _...._| $104, 530,000 | $103,813, 000 | $122. 952,000 | $269, 391, 000 
Administrative and general | 
obligations. __.-.._.. | $3, 795, 000 | | $3, 692.000 | $4, 200, 000 $4, 450, 000 
Ratio: administrati 
eral obligations to total obli- | | 
gations (percent) sirens 3.6 3.6 | 3.0 | 1.6 1.3 


13, 195 | 12, 502 | 17, 190 


| | : 7,190] 
| 


3.3 
$343, 966, 000 
3, 734, 000 








From fiscal year 1948 through fiscal year 1950, TVA operated under severely 
restrictive ceilings on administrative and general expenses. The Congress author- 
ized an increase in allowable expenditures in connection with the regular appropria- 
tion for 1951, and, in the first supplemental appropriation, fixed the current year’s 
ceiling at $4,250,000. This action is enabling TVA to provide, on a minimum 
basis, special management services required by current conditions. These special 
services include work on priorities, the expediting of procurement in order to meet 
emergency construction schedules, and the maintenance of employee military 
service records. 

The 1952 estimates for administrative and general expenses total $4,450,000, 
including provision for emergency services at about the level presently required. 
The increase above 1951 is due in the main to further expansion and acceleration 
of the power construction program which requires a substantial increase in services 
such as procurement, and to the fact that the 1951 increases were not made effec- 
tive until well after the start of the year but are expected to be required for the 
full year 1952. The 1952 request provides for 727.1 man-years of employment in 
administrative and general services. For comparison, in fiscal year 1943—a peak 
year during World War II—employment in this category totaled 1,164.5 man- 
years. Thestaff to be provided by the 1952 estimate, compared with former years, 
is shown below: 
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EE ERTS LORE RTS Rhee DME PS 
Office of the General Manager. .. 


Budget staff.................. E 





Information staff: 
Office of Director 


Technical Library 
Graphics Section 








Total, information staff 
Washington staff 








Division of Personnel: 
ES SET ERE ER be ree yet 
Standards and Analysis Branch __...............-.-..___. 
Training and Educational Relations Branch 
Peruse: meseuens Bremen. 
Personne] Office Branch (includes examining and records). 





Total, Division of Personnel 


8.3 6.7 8.1 
12.5 12.2 11.3 
9.8 9.9 10.8 
3.0 4.0 5.0 
7.1 5.5 5.0 
13.6 10.3 10.0 
6.0 2.4 2.0 
29.7 22, 2 22.0 
6.9 6.5 6.5 
5.4 5.0 4.1 
20.0 12.6 13.0 
14.3 10.0 8.4 
7.0 6.6 6.0 
104. 4 87.8 90. 7 
151.1} 122.0; 122.2 





Division of Law: 
Attorneys. ........... mene n ne nn ene ween nn enn seen wenn ss eneee 
Stenographic and clerical personnel 


Total, Division of Law 


Division of Finance: 





















































Cr Gene IINOUIND « ois s o ck caiw Coe clicks actos 14.7 8.7 11.0 
I  iiine neaininnhe ccsmanednnins wannpieninmancdaabicieoe 13.0 11.5 10. 2 
ANN ek no dil iwne nance nicincibecaistsgue oi 73.1 68. 2 62.2 
EN 6 ok... aces vs as nceuhbabinwoaegaken 44.5 42.3 40.0 
Plant Records Branch_..-_----- ssgicies baad Sa Gaduserbediea duets 40.7 43.7 46.6 
Dates Tae OF PN. a cL 186. 0 174.4 170.0 
Division of Property and Supply: 
NES nn sn ood nits brat oeabeceniitas cum nih sn! Rlin ls pie was ao athe ook 12.1 11.9 10.4 uF 
Materials Branch .- _-_--_..--- niebciai ipsa oka hess & tile togbicdeitial ap . 92.6 92.6 96. 2 ¥ 
I NN esis ns nick sina pi no's oer abn 71.5 68.1 65.3 73.1 
Se inerncded ibis cas degmeitedincakiviceken cial 20. 4 19.4 18.1 18.7 
Total, Division of Property and Supply -..............-- 196.6 | 192.0 | 190.0] 222.2 236.9 
Division of Health and Safety: 
Medical Service—field offices.................-..-.-..-..-- 25.3 21.9 12.4 13.5 13.5 
Safety Branch (administration and general) - -_--_ -- a TS 4.0 3.7 3.3 4.0 4.0 
Field Safety Engineering Office..................-......-.. 7.5 5.9 5.7 7.0 7.0 
Occupational Health Branch. -.-_-......-...-.--.-.-..-.--- 6.6 7.2 12.0 14.6 15.0 
Proration from other general expense ------.-_-_--- pabihread 12.0 18.4 8.4 8.2 8.8 
Total, Division cf Health and Safety.................-.- 55.4) 57.1| 418] 473] 483 
Division of Reservoir Properties (operation of courier service Pa EES 
for offices at Norris, Tenn., and Wilson Dam, Ala--._---._..- 9.8 2.0 1.7 1.7 1.7 
Division of Regional Studies (design of miscellaneous roads 
ERED Rel A AERIS ee ae ie na 1.5 1.0 DSR ee 
Division of Water Control Planning (operation of map files at 
Spateqnceen; Peni) si. ira oh Sone encctwnevntenevensaews 9.0 3.5 4.0 3.3 3.3 
Division of Design (operation of central engineering map and 
drawing files in Knoxville, Tenn.) -_..........-..-...--.-.... 12.2 9.5 10.3 11.0 12.0 
WebBs? stad coat a ie So ae ita see 721.3 | 648.8 | 620.4 | 697.9) 727.1 





As mentioned above, the estimate for 1952 includes very limitcd funds to 
accommodate emergency functions. If the national emergency requires extensive 
riorities, rationing, and other controls,.a larger staff will of course be required. 
VA can absorb the cost of any additional increase by adjustments within the 
over-all budget, provided the Congress does not impose another rigid ceiling on 


such expenses in the language of the appropriation act. 


TVA, with the concur- 


rence of the Bureau of the Budget, recommends that no limitation be placed 
on these expenses in 1952. It will be prepared at its hearings before the appro- 
priations committees to explain this reeommend 


ation in detail. 
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REIMBURSABLE SERVICES 


The 1952 estimate for reimbursable services is $2,501,000. These services are 
furnished at the request and expense of other agencies, and, in the case of Federal 
agencies, are based on findings that the use of TVA’s facilities and technical 
staffs results in over-all savings to the Government. Services for other Federal 
agencies are performed under authority of section 601 of the Economy Act of 1932. 

Of the total, almost $2,000,000 is for the construction of a bridge across Chick- 
amauga Dam for which reimbursement is receiv ed from the Public Roads Admin- 
istration and the State of Tennessee in accord with Public Law 562; $140,000 is 
for mapping services for the Department of the Army, the United States Geo- 
logical Survey, and the Department of Agriculture; and the remainder consists 
of relatively minor items such as the loan of personnel. 


ScnepuLE C-].—Repayment of investment in power program under provisions of 
the Government Corporations Appropriation Act, 1948 


Repayable investment as of July 1, 1947, fixed by Government Corporations Appropriation 





























Act, 1948, approved July 30, 1947 (61 Stat. MPs naakedes cb chtandtwae saan edande canehbawa sins $348, 239, 240 
Additions to repayable investment: eee ee 
a, ccc ee hh cas ne ese idanwasehewane bt keabvenondenasa<sashemsebenccn 17, 745, 841 
Neen ee en edie eavdeminnhwaduaccesahtonoudas 28, 470, 994 
i ce sO ia ar ah rn pon dtninb anna sehewnee ; _102, 469, 655 
i Ok eens a ei acs cin beaonso wine wale weuhnomubieneain abe ~ 148, 686, 490 
Total repayable investment to June 30, 1952..................--- nnccccncnncecccees--- ~ 496, § 925, 730 730 
Repayments: 
Bond 
redemptions Other Total 
Actual to June 30, 1950 1... _.-__- of ot eee $7, 500, 000 $14, 000, 000 $21, 500, 000 
Estimated fiscal year 1951-._....-.......-..-- 5, 000, 000 | 4, 000, 000 9, 000, 000 
Estimated fiscal year 1952_.................-- 4, 000, 000 5, 000, 000 9, 000, 000 
Total repayments to June 30, 1952_________- 16, 500, 000 23, 000, 000 | 39, 500, 000 
39, 500, 000 
Estimated repayable investment at June 30, 1952__..........._..----.------2---- 22... 457, 425, 730 





Repayments required under Government Corporations Appropriation Act, 1948: 
On investment at July 1, 1947: 











6-year period ending ‘June 30, 1958 __._. SS ae TA NRA gd Ree RR ESE EDS ae LD me a 47, 559, 810 
De en nen cn ceacneacesenbnrcawauacscsccewsenwe 87, 059, 810 
10-year period ending June 30, 1978____._.._....---. AN ES SA ne ee OBA eR eee Se 87, 059, 810 
Dene PROUGs GU ROIEIIE FEIN Bl, Bn Soc oon inn onc ee cece en nce cwc ceccece .. 87,059, 810 
308, 739, 240 

On additions to repayable investment since July 1, 1947: s, gaa 
i ec Cnn cencencacceduswtouscusenccsiee 17, 745, 841 
Ne ee on cn cncnccwmcccecneesiocacewsbensoune 28, 470, 994 
40-year period ending June 30; DRAKA tes nub ebabaswceccieccaseuciactorbeentaantnnue 102, 469, 655 
148, 686, 490 

Total repayments required June 30, 1952, to June 30, 1992____._-.....---..-.-----.- 457, 425, 730 


' In addition to repayments under the provisions of the Government Corporations Appropriation Act, 
1948, bond redemptions of $8,572,500 and other repayments of $15,059,019 were made prior to fiscal year 1948, 


PAYMENTS TO UNITED STATES TREASURY 


As indicated in statement A and schedule C-1, TVA is budgeting $5,000,000 
in 1951 for redemption of bonds plus $4,000,000 for repayment of that portion 
of the Federal investment in the TVA program which has been financed from 
appereecs funds. 

n 1952 an additional $4,000,000 payment is estimated for redemption of bonds 
and $7,773,175 for repayment of a further portion of the investment in the TVA 
program not evidenced by bonds. Of the $7,773,175 repayment, $5,000,000 rep- 
resents repayment of a portion of the investment in the power program and 
$2,773,175 represents estimated repayments from miscellaneous receipts originat- 
ing in programs other than power. The estimates are in accord with the require- 
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ments of title II of the Government Corporations Appropriation Act, 1948 (61 


Stat. 572), and section 26 of the TVA Act, as amended (16 U. 


8.C. 831y). 


The status of power proceeds for 1950 and the estimates for 1951 and 1952 are 


as follows 











1950 actual | 1951 eotimate | 1952 estimate 

Income for year: 
ET IIR. 0, Lactate ocdinknnes towns emiaid nents th $58, 431,360 | $66, 422, 000 $84, 999, 000 
a orale date inne nigee paint ened etd 1, 763, 530 849, 000 166, 000 








Total income for year 


Program requirement: B: 
Acquisition so ue tga ee iit Sails diab aaa sd 
Power portion of expense of multipurpose reservoir 
operations. - ..-- ~--~----- eehnsershenednheretnnseceons 
Changes in power inventories_..................--.----..- 


Total program requirements----.-._.-.---.-- . 


Balance, current year_-_--.-..--.---------- 
Balance, previous year..............-...- 


—. available for contingencies and payments to 
. Treasury Mise HM Sa pI 


Payments to U. S. Treasury: 
Redemption of bonds 
Repayment of investment - - - 


Total payments to U. 8. Treasury. -_-........--.-.....--- 


Balance reserved for contingencies _ _ - 


60, 194, 890 | 67, 271, 000 | 


85, 165, 000 








20, 272, 403 | 




















"23, 522, 324 


29, 837,000 | 49, 958, 000 
21,975,087 | 20,328,000} 24. 751, 000 

| 
1, 200, 316 1, 354, 000 | 1, 143, 000 
—90, 560 —258,000 | 1, 218, 000 
PPT Ss ks SRT A RT 2, Shrek 
43, 357,246 | 51, 261, 000 if 7, 070, 000 
__| 16, 887,644 | 16,010,000 8, 095, 000 
5,174,680 | 16,512,324 | 28, 522, 324 
SEE a 
22, 012, 324 | 32, 522, 924 | 31, 617, 324 
2, 500, 000 5, 000, 000 4, 000, 000 
3. 000, 000 4, 000, 000 | 5, 000, 000 
| 5,500,000 9 000, 000 | 9, 000, 000 
| 16,512, 324 | 22, 617, 324 





The status of nonpower proceeds for 1950 and the estimates for 1951 and 1952 


are as follows: 
































. 1951 esti- 1952 esti- 
1950 actual | “"mate mate 
Income for year: 
Sales of fertilizer and byproducts__---_- _.-...------.---|$17, 670, 293 |$16, 196, 000 | $19, 224, 000 
Sale of retired plant Sp SE aS ie SE SS eee DED SEP 1, 085, 718 967,000 | 625, 000 
Be RET ait ee a pcre oP, AMR ae Fe 1, 306, 292 174, 000 # 196, 000 
en IE et caus aedcnd Died 20, 062, 303 | 17, 337, 000 ¥ 20, 045, 000 
Program requirements: | PRE ae a ; 
Cost of experimental fertilizer production ______._._......__.--- 15, 514,415 | 14,549,000 | 16, 115, 000 
Nonpower portion of multipurpose reservoir oper: Mise 2,371,947 | 2,672,000 |______ 
Change in chemical inventories - micas SR le ES .| —834, 234 1, 103, 000 |___- 
RE SNES RNIN So as Sc occ cco ecicccecccagmmous Vv, 052, 128 | | 18, 324, 000 | 16, 118, 000 
Mates, curterit FON ooo kta ween nne nee _...--| 3,010, 175 | —987, 000 | ~ 3, 930, 000 
Balance, previous year-._- sichace --|- 1,924,463 | 3, 760, 175 277 3,175 
Total available for en and payments to U. 8. Treas- 
OS obs Rhee se a Saat ndoblda de nmpaau coms ened 4, 934,638 | 2,773,175 | 6, 703, 175 
Oe ON Oe, So aE ene ee a EPR Re RTD s Lawds namindinn 2, 773, 175 ) 
Balance reserved for contingencies- --.-...--..---------------- | 3,760,175 | 2,773,175 3, 930, 000 
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STaTEMENT B.—<Statement of income and expenses, fiscal years ending June 30, 
1950, 1951, and 1952 


1950 actual | 1951 estimate | 1952 estim: 








NAVIGATION OPERATIONS 
Income: Incidental income Satin $57, 36 $98, 000 $127, 000 


Expenses: 
Study and development of river transportation. --__- | 216, 000 227, 000 
Operation of pattie. use river terminals..____--.-- 1, 0: 106, 000 27, 000 
Power for lock operations ye Pts cee , 845 7, 000 7, 000 
Maintenance of navigation facilities. _- oat 3, 000 


SEERA AHI ARRON te RS 


Total direct expenses (schedule A-2) 296, 376 332, 000 361, 000 
Distribution of administrative and general expenses 

(schedule B-2) a bale bie 5, 467 |" 12, 000 12, 000 
Allocated from reservoir management.______- ; , 185, 005 1, 336, 000 1, 129, 000 


Total expenses before depreciation - - _____-_- | , 496, 848 1, 680, 000 | 1, 502, 000 
Depreciation on navigation facilities __- 587, 986 594, 000 600, 00f 
Depreciation allocated from reservoir management 769, 005 802, 000 847, 000 

Total expenses___- ; 2,853,839 | 3, 076, 000 2, 949. 000 

Net expense of navigation operations___- Mag? A | 2, 796, 445 2, 978, 000 2 822 000 

FLOOD-CONTROL OPERATIONS 
Expenses: 
Direct expenses (schedule A-2) 71, 525 | 53, 000 000 
Distribution of administrative and general expenses | 
(schedule B-2) eed onl 4,051 | 3, 000 +, 000 
Allocated from reservoir management : E , 186, 942 1, 336, 000 29, 000 


Total expenses before depreciation -_ __- eet , 262, 518 | 1, 392, 000 | 1, 181, 000 
Depreciation on flood control facilities 266, 689 | 300, 000 300, 000 
Depreciation allocated from reservoir management 892, 314 | 844. 000 890, 900 


Total expense of flood-control operations. ._._....-_-. 2, 331, 521 2, 536, 009 | 2, 371. 000 


POWER OPERATIONS (SCHEDULE R-1) 
Income: 


} 

| 
Total operating revenues. .----| 56,084,237 | 64, 652,000 83, 601, 000 
Total incidental income-_--.- 2, 347, 123 1, 770, 000 | 1, 398, 000 


| | 
Total income before amortization (statement A) -- -| 58,431,360 | 66, 422, 000 | 84, 999, 000 
Amortization of prepaid rentals on Memphis steam pk: int. 11, 928 | 142, 000 | | 142, 000 


Total income-.-- WES ae 443, 288 | 66,564,000 | 85, 141.000 


Expenses: | 
Direct expenses (schedule A-2) _-- 19,615,611 | 29, 246, 000 | 49, 242, 000 
Distribution of administrative — 
schedule B-2).. | 656, 792 | 591, 000 | 716, 000 
1, 200, 316 | 1, 354, 000 | 1, 143, 000 


Total expenses before depreciation : | 21, 472,719 | | 51, 101, 000 
Depreciation on power facilities } 9, 636,306 | — 10, 559, 000 12, 658, 000 
Amortization of electric plant acquisition adjustments. - -_| 200, 000 | 200, 000 200, 000 
Depreciation allocated from reservoir management_.-__-_-- See! 066, 052 1, 118, 000 1, 182, 000 


31, 191, 000 


Total expenses Mane He 375, 077 | 483, 068, 000 65, 141, 000 
Net income from power operations..._..........-...--- 26, 068, 211 % 49%, 000° 
MULTIPURPOSE RESERVOIR OPERATIONS (SCHEDULE B-3) 


Income 





Expenses _ - Piwokoeksas | 
Direct expenses ‘(schedule A-2) 3, 580, 713 | 
Distribution of administrative and general expenses 

(schedule B-2) } 255, 565 | 


Total expenses ati depreciation - - : gs re 3, 836, 278 4, 213, 000 | - 
Depreciation on multiple-use facilities _ |__2, 687, 371 2, 764, 000 | 


BS ane a Ome Fr Sida sod __ 6 473, 649 | 








Net expense of multipurpose reservoir operations before 

allocation 6, 209, 634 | 

Allocation to navigation, flood control, and. power opera- 
REESE RSS CAE ERNE ES CASS iartrenpice cas | —6, 209, 634 


Net expense of multipurpose reservoir operations after 
ESN eS aa eee sducsgenndhubies oaks biksunmes 











' See ‘‘Reservoir management”’ below. 
80208—51—pt. 1 38 
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‘StareEMENT B.—Statement of income and expenses, fiscal years ending June 30. 
1950, 1951, and 1952—Continued 
















































































1950 actual | 1951 estimate | 1952 estimate 
RESERVOIR MANAGEMENT (SCHEDULE B-3) 
Path cian kn Gssidsvcienypss4cbaihsndencauctimleseaalaased (2) (@) $210, 000 
I ca a a ene (?) OD. .. Sh coaiamee ue 
"Teck expenses (schedule A-2): 
NE PI inne. nici eles cnoddscscedsuedegaleepectabemsdotasatomelataass 2, 318, 000 
REET CRE ee eee ET Te TS MURS MRL EE (NET LE pS an 1, 237, 000 
TERA SS SE LE ALERTS, ETAL NE EET eS SRR CRO ey 3, 555, 000 
Distribution of administrative and general expenses 
IE Ba kre ncdncpavecudcckt a—dinnantae nomubsset cakens tact berate da came at 245, 000 
Total expenses before depreciation... ..................--]---..-.2-.----]-------...---- 3, 800, 000 
SI crcteiaetien chin Geske ddckcnadontitndanrnseetbecaieaasiaaabcaencnioas saat 3, 035, 000 
IT I 5a cea rc icdme dco cactawdite nee speck Gales pie eee ee ee. ake bane 6, 835, 000 
Net expense of reservoir management before allocation -_|_...........-.}....-------.-- 6, 625, 000 
Allocation to navigation, flood control, power, and reser- 
a atin ac sani bn dee idmmineaincbeteons tate —6, 625, 000 
Net expense of reservoir management after allocation ....|.............-|-----.--------]----------.-- 
RESERVOIR DEVELOPMENT 

Expetises: 

Atioeabed trom saeurvelr management... - 60-2. ee cea Se 189, 000 

Depreciation allocated from reservoir management........|..........-.-.|-.-.---------- 116, 000 

Total expense of reservoir development... ..............]....-.-----.--|_.-.-.-.------ 305, 000 
CHEMICAL OPERATIONS 

I Sires eles eS oo hema e aes davde Suen nunc kbadaloas teas cous eel a econ tee eee eae (3) 

Sales of fertilizer - - $17, 179,781 | $15,843,000 |_.-..-. 2... 
Incidental income from sales of by produce ts and other 
IE I So ron on tea we ccacekicacuendat 490, 512 Oe Fikes... 
; Teter faces Geatement A)... .......-.-12............. 17, 670, 293 16, 106, 000 i252 ; 
ON ee eck sn Baan gdb omhe Bbcahbaoes chute sccenee seek eee (3) 
Cost, before depreciation, of items disposed of... ...--- 16, 430, 043 15, 485, 000 |......._. 
PRM OUI aos on Sco leidktotidokuksacdcnicediceeneate 190, - 8 2 ee 
hota tie awes abhi in sinud = ndcnnenvcenwaebnc 16, 620, 972 16, 704,000 } nonce... 
Less products used in tests and demonstrations and other 
EE, o sakedensccndviiarh\nwunidbacdvnéenad& ob 1, 480, 655 LTR 1s ccccsheenns- 
Total direct expenses (schedule A-2)__................-. 15, 140, 317 14, 409, 000 |............-- 
Distribution of administrative and general expenses 
I NDS sa Gacedh Mintaiwacnascedhs soncessemcsad 374, 098 140, 000 |........-. 
Total expenses before ea ata A RR 15, 514, 415 14, 549, 000 |..........-.-- 
SS EE ES SR, OS EAA a De 1, 032, 537 So . (oe 
RE ss is i cctiiibaaicndanncendonsskanbaseldoanen __ 16 546, 952 15, 828, 000 |......-..-- 
Net income from chemical operations... -.....-.......-- 1, 123, 341 yy Ra a ge 
FERTILIZER AND MUNITIONS RESEARCH AND DEVELOPMENT 

EE a. caksinwnnnccdoeinciss sstisiisinopatiba toguhecaulvet lacacbabhenbi abla. aUeeudue tie (3) 
Direct expenses (schedule A-2)............---------------- 1, 228, 612 SpE Lideckds seocn- 
Distribution of administrative and general expenses 

NPD rec cabeate tks iaikis ondcwissicncdcwaninsade 64, 838 ES ae eae 
Total expenses before depreciation. ..................- 1, 293, 450 eg pares ae 
Depreciation and depreciation adjustments... _._.......-- —6, ' A 2 Bh oe 
Net expense of fertilizer and munitions research and 
iid ne tans dceeennths’ scbrindiccaeandeoabinek 1, 286, 761 Ase Taitieccuste<--- 

FERTILIZER AND MUNITIONS DEVELOPMENT (SCHEDULE B-4) 

I os a hse Ua Gacawndd eben <idsuecoedmacsceal (4) Taam SL ace 
Giles of Sertiitnet.. | 5.5. co ccanncorve cil Sate eA ah Ha aI 18, 805, 000 
OEE CRB ah 35 0 5c dae She as povenedcccuswswenkealinguithdeewelsioaetineeucesilell 419, 

TR CR EB in iS cin enct ence cesccwcncidaxcenpst ma | eT | 19, 224, 000 


: See ‘Multipurpose reservoir operations’’ above. 
3 See “Fertilizer and munitions development”’ below. 





4 See “Chemical operations” and ‘‘Fertilizer dnd munitions research and development”’ above. 
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‘STaTEMENT B.—<Statement of income and expenses, fiscal years ending June 30, 
1950, 1951, and 1952—Continued 


























ANALYSIS OF EARNED SURPLUS (NET INCOME FROM POWER 
OPERATIONS, LESS NET EXPENSE OF OTHER PROGRAMS) 


Balance at beginning of fiscal year: 


Net income or expense (—) for the year (above): 


Navigation o' 
Flood-control operations 


Chemical operations. -..............-.-----.-- 
Be Fertilizer and munitions development 


Resource development activities................-.-------- 
EET Et a Ge APP OO er 


Balance at end of fiscal year: 








S| Net income from power operations. ---._......---- 
“4 Net expense of other programs. ..-.........---------------- 






























































Net income from power operations..............-.----.--- 
Net expense of other programs. .-......-.........----.----- 


4 oiled dla RO 


ETE EEA ES PERE 


Fertilizer and munitions research and deve lopment. Te ie 











12, 709, 000 


* 1950 actual / 1951 estimate | 1952 estimate 
| | 
FERTILIZER AND MUNITIONS DEVOLOPMENT (SCHEDULEB-4)— 
continued | 
I iis ciipinsacctuds patos ecencwns cctabhin aac tasincminwaaate } (4) } (4) ° Sete bet eee 
Research on products and processes...................-.-.|--------------|-------------- $1, 000, 000 
Research in fertilizer use _- . 404, 000 
Production and distribution before depreciation _. | 16, 026, 000 
a Total direct expenses (schedule A-2): | | 
- Sid Sealiatead Ci aaa ec a eR eae SORES Er ol | 1, 404, 000 
a (NON 2S CTE ings eee ann ae inane jesssenz--=- | 16, 026, 000 
3 <A pt RET ARS tae eR OP ee Gc alka SERRE | 17,430, 000 
3 Distribution of administrative and eerane expenses | | 
3 (schedule B-2)....-...-...222.------ ERIE Rae tlre | 168, 000 
4a Total expenses before denriiialtain. SPA PREG. Rhye oe. ee ie | 17, 598, 000 
4 SE ich tanh sprcensgeareessal<ns)s4<2+2-~<<= a 1, 447, 000 
q EES ORME SEO IE TORO no 8 PNA SPE RR ROR Paes ie | 19, 045, 000 
af | ———-| j= 
4 Net income from fertilizer and munitions development. eLearn e i a 179, 000 
E RESOURCE DEVELOPMENT ACTIVITIES (SCHEDULE R-5) £z | 
* Income: 
= Income from graduated payment es for fertilizer. . $255, 118 $200, 000 194, 000 
¢ Incidental income--.....-...-...----- ; fide < 52,8 50, 000 2, 000 
Nee Ne ie me ndinanemmaneal 307, 922 250, 000 196, 000 
Expenses: | 
Direct expenses (schedule A-2): | 
IE OUND on foo Cc nko connec nccatasessewens | 4, 531, 785 | 4, 082, 000 2, 286, 000 
ee ue Si ARES SIE EER PR a eerie 255, 118 | 200, 194, 000 
Total direct expenses _-....._._....-.------- | 4, 786, 903 4, 282, 000 | 2, 480, 000 
Distribution of administrative and general expenses 
I BID ois nace Cae wemsininnincnwaweviaien® ‘ 231, 997 196, 000 151, 000 
Total expenses before depreciation. .-...............-- | 5, 018, 900 4, 478, 000 2, 631, 000 
Depreciation on general facilities.__._...._-...--.--.-.. } 126, 615 129, 000 14, 000 
Contra of change in test-demonstration fertilizer inven- | 
tories included above as direct expenses. -_-_-....-...-..--- ee Sh eee ee ee LOSE ee 
EERE Tiana Mie Pic aaa Se ies ee ee maa | 5,138,341 | 4, 607, 000 2, 645, 000 
Net expense of resource development activities... ._.. a "4,830, 419 I 4, 357, 000 | 2, 449, 000 
OTHER PROGRAMS | | 
Interest income from term sale of village properties: Income - - | 18, 210 5, 000 5, 000 
Operation of Norris and Wilson villages: Adjustment of | 
EES EES A 9 sis Sacccuntincihsendaiseuennon 
Maintenance of bridges “financed by others on TVA dams: | 
Stat diaicpindhddatdda pata snines ans} démhcane <> >. | ase 2, 000 3, 000 
Net income from other programs.-._._............--.--- me 29, 760 3, 000 2, 000 
Net income from power operations, less net expense of | oes 
Me MN S.-i ob sacs bane es IR Pa 166 _ 2, 234, 000 





130, 128, 902 


156, 197, 113 





179, 693, 113 





























115, 299,795 | 125, 391,840 136, 178, 840 
14,829, 107 | 30, 805, 273 43, 514, 273 
26, 068, 211 23, 496, 000 20, 000, 000 
—2, 796,445 | —2,978,000 | —2,822,000 
—2, 331,521 | —2, 536,000 —2, 371, 000 

SBR eee ee ae —305, 000 
1, 123, 341 SY eee ee 
—1, 286,761 | —1, 287,000 |......_....... 
Peep Arie Lae Aap a 179, 000 
~4, 830,419 | —4, 357,000 | —2, 449, 000 
29, 760 3, 2, 000 
15, 976, 166 12,709,000 | 12, 234, 000 

} | 

156,197,113 | 179,693,113 | 199, 693, 113 
125, 391, 840 | 136, 178,840 | 143, 944, 840 


30, 805, 273 | 








43, 514, 3 273 | 






55, 748, 273 





4 See “Chemical operations” and Fertilizer and munitions research and development” above. 
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STaTEMENT C.—Statement of financial condition as of June 30, 1949, 1950, 1951, 








ee 


Cash on cash f nt 
U.S. Treasury 
8. Treasury collection account 


Total cash and 


Current receivables: 
Wholesale power customers... _.-......-.-| 
Chemical products customers 
Federal agencies _- 


Sepa vin 


Employees and agents_ salsa tate tbaaubeascrmts 


avs jnien bie 


Total current receivables 


Long-term receivables: 


Municipalities and cooperatives___.____-- 


Term sales of village properties___...____- } 


Commodities, supplies, and materials: 


Power materials and supplies -_ ___- 


Chemical products manufactured and in | 


process. -.....- 


Chemical raw materials and supplies, S 


Test-demonstration fertilizer stored with | 


distributors - - - 


Materials and supplies for general use__-_. 


Total commodities, supplies, and mate- 


rials- 


Land, structures, and equipment: 
Multiple-use dams. -..-.......-..-.......-| 
CUS OP ANID TINIE. ooo nce psn cccwccas edad 


Steam production plants _--.-.__- 


Other electric plant - - --- 


Unamortized acquisition adjustments ___- 


Chemical plant 
General plant _ 


Construction in progress _. 


Investigations for future projects Lascoe 


Total land, structures, and equipment. 


Less portion charged off as depreciation: 


Multiple-use 


Single-use dams-__--~- 
Steam production plant. -__-.--- 
Other electric plant 


Chemica! pla: 


General plant 


6 bicritdiniciseuwncied 


_ 


Total “ames charged off as depre- 


ciation - 


Net land, 
ment 


structures, 


TN ace kde a celies 


LIABILITIES 


Current liabilities: 
Accounts payable. 
Employees’ accrued leave - - 


Unpaid payroll 
Employee saving 


Accrued bond interest payable to U. 8. 


$ bond collections 


RUST EE CES Sarteg te Senre 
en ede ee 


Total current li 


Advance collection of 
plant_. ah: 


Total liabilities 


abilities 
rent on winanauniiae steam 














































































































and 1952 
Fee ae aE * 7 
1949 actual 1950 actual | 195l estimate | 1952 estimate 
een oN Ppa $20,859,222 | $42,782,317 |..._.__.-.-.----|.......- 
ER “1,771,436 | 15,053,019 | $108, 468, 065 | $66, 865, 890 
22, 630, 658 | 57,835,336 | 108,468,065 | 66, 865, 890 
3,913,392 | 4, 260, 620 4, 300, 000 4, 300, 000 
Saeaaats | 897, 265 824, 575 850, 000 50, 000 
RR 756, 013 964, 889 950, 000 ao 000 
| 451, 869 91, 230 100, 000 100, 000 
423, 508 165, 034 200, 000 200, 000 
FSoarectee fN ¥ 6 442,047 | 6, 306, 348 6, 400, 000 6, 400, 000 
17, 282 11, 497 5,497 497 
| 1,181, 135 135,819 114,819 93, 819 
_ ERR SP | “1, 198, 417 147, 316 120, 316 94, 316 
| 7,630, 544 | 7, 548, 984 7, 290, 984 8, 508, 984 
| 9. 309,950| — 1, 568, 398 | 2, 459, 398 2, 452, 398 
3, 112, 023 3,019, 341 3, 238, 341 3, 238, 341 
NORD 103, 409 110, 583 110, 588 110, 583 
517, 859 437, 627 437, 627 437, 627 
13, 682,785 | 12, 684, 933 13, 529, 933 14, 747, 933 
594,459, 506 | 636,535,339 | 672,322,000 | 686, 632, 000 
46,470,063 | 46,373, 315 46, 274,000 | 46, 274, 000 
98, 823.615 | 28, 987, 431 28,988,000 | 98, 988, 000 
PESTA SS 145, 507,899 | 161, 590, 693 186, 776,000 | 223, 236, 000 
774, 321 574, 321 374, 321 174, 321 
15,842,648 | 31,029,719 33,901,000 | 36, 401, 000 
SALAM: 14,036,035 | 15,171,191 15, 846, 000 17, 046, 000 
Rte 76, 635,329 | 60, 757, 664 161, 668,479 | 343, 197, 282 
296, 839 416, 066 445, 939 663, 136 
922, 846, 255 | O81, 435, 739 | 1, 146, 595, 739 | 1, 462, 611, 739 
55,400,258 | 61, 076, 855 67, 536, 000 74, 369, 000 
OMIT Le 7,679,146 | 7, 980, 348 8, 485, 000 9,090, 000 
~----| 10,687,376 | 11; 497, 252 12, 320, 000 14, 137, 000 
aitumendstccclendael 25,708,198 | 27, 465,093 30, 461,000 | 34, 298, 000 
wf 7,132,001 | 12,675,017 13, 668, 000 14, 882, 000 
5, 278, 245 "997, 800 6, 309, 365 6, 722, 365 
pnt niet & 111, 885, 224 | 126, 602, 365 138, 779,365 | 153, 498, 365 
and equip- wearers REAR IY INH st ar Ta ink 
810,961,031 | 854,743,374 | 1,007,816, 374 | 1, 209, 113, 374 
~ 854,914,938 | 931,717,307 | 1, 136, 334,688 | 1, 387, 221, 513 
6,321,819 | 8, 156, 509 14, 490, 000 16, 510, 000 
pease | 6, 250, 772 6, 534, 196 6, 550, 000 6, 550, 000 
| 1,081; 281 949, 136 1, 000, 000 1, 000; 000 
48, 335 45, 673 50, 000 50, 000 
| 
193, 125 367, 500 310, 000 290, 000 
Z 246, 380 610, 605 600, 000 , 
coat ats 14,091,712 | 16, 663, 619 23,000,000 | 25, 000, 000 
saw 0 SABRE: 1, 133, 170 991, 170 849, 170 
14,091,712 | 17,796, 789 23,991,170 | 25, 849, 170 
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SraTeMENT C.—Statement of financial condition as of June 30, 1949, 1950, 1951, 
and 1952—Continued 





EAS NT ATI: 


| 
1949 actual 1950 actual 1951 estimate | 1952 estimate 





INVESTMENT OF U. 8S. GOVERNMENT 


eee bearing investment: Bonds held by 
U.S. Treasury $51, 500, 000 9, 000, $44,000,000 | $40, 000, 000 





Non-interest-bearing investment: | 
feoregrietions by Congress.............. 766, 562,331 | 827, 603, 981 1, 025, 317, 981 | 1, 273, 885, 981 
SS: 
Repayments to U. S. Treasury 33, 970, 333 38, 144, 796 42, 144, 796 | 49, 917,971 
Savings under sec, 1214 | 2 3, 000, 000 | 3, 000, 000 











Net appropriations | 732, 591, 998 789, 459, 185 | 980, 173,185 | 1, 220, 968, 010 


) 
Property transfers from other agencies.._.| 41, 902, 121 | M4, 656, 060 44, 656, , 060 44, 656, 060 


Net appropriations and property trans- } | Da 
| $34,115,245 | 1,024,829, 245 | 1, 265, 624,070 


Earned surplus: } | 
Net income from power operations - - 130, 128, 902 156, 197,113 | 179, 693,113 | 199,693,113 
Net expense of other programs. - - - 115, 209, 795 | 125,391, 840 | 136, 178,840 | 143, 944, 840 


Total earned surplus- -- 107 | 30,805, 273 | 43, 514, : 273 | 55, 748, 273 





Total non-interest-bearing invest- | | | 
ment... deiicher Ly Bee 226 | 864, 920, 518 | 1, 068, 343, 518 | yaoi, 372, 343 


Total investment of U. S. Govern- | | 
Bas ae fete cy Se, Sa eet 913, 920, 518 | » 112, 343, 518 | , 361, 372, 343 


ae leaps nay aie $54,914, 988 | 931,717,307 | 1,136, 334, 688 Eee 221, 513 


GENERAL STATEMENT 


Mr. Gore. Mr. Clapp, the committee will be pleased to hear what- 
ever general statement you desire to submit. 

Mr. Cuapp. Thank you, Mr. Chairman and members of the com- 
mittee. 

We are appearing here in support of the request in the President’s 
budget for a new appropriation for the TVA for the fiscal year 1952 of 
$248,568,000. 

This new appropriation request is made up almost entirely of funds 
necessary to continue the large construction program that is under 
way in the Tennessee Valley now, primarily to supply additional power 
for the power users of that region and to begin some new additions to 
the existing system of hydro and steam plants and to start a new steam 
plant. 

CONSTRUCTION OF STEAM ELECTRIC UNITS 


This provides specifically for the continued construction of 18 steam 
electric units in 4 steam plants that are now under construction— 
the new Johnsonville steam plant, the Widow’s Creek steam plant, 
the Kingston steam plant, and the Shawnee steam plant, the latter for 
supplying power to the new AEC facility at Paducah, Ky. 


INSTALLATION OF HYDRO UNITS IN EXISTING DAMS 


It would also provide funds to continue the work on installation of 
eight hydro units in existing dams. 

It would also provide funds to continue construction of two dams 
that were begun this year. 
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Mr. Gore. You might list the sites at which the additional eight 
units will be installed. 

Mr. Crapp. Yes. Those units are: Two additional units at the 
Pickwick Dam; one at the Guntersville Dam; two at Hales Bar 
Dam; and one each at Chickamauga, Fontana, and Cherokee. 

Mr. Gore. What size are those? 

Mr. Cuapp. They vary. The Pickwick units are 36,000 kilowatt 
units. The Guntersville unit is 24,300 kilowatts. The Hales Bar 
units are 24,300 kilowatts each. 

Mr. Gore. Does that correspond with the existing units at Hales 
Bar, or are the older ones smaller? 

Mr. Cuapp. These that we are putting in at Hales Bar, Mr. Chair- 
man, are larger than the original installations which were put in about 
35 years ago. Hales Bar, as you know, is the dam that we purchased 
from one of the utilities at the time we made the large acquisition. 

Mr. Gore. Yes. Has not the efficient size of generators gradually 
moved up? 

Mr. Cuiapp. Yes. 

One of the main improvements, of course, that we have made in the 
Hales Bar Dam was to restore its foundations to prevent the leakages 
that had occurred prior to the time we purchased it. Then we put 
a new crest on the dam with spillway gates so that we can operate it 
with better control of the water, and now we are putting in these 
+ gs hydro units that the improvement of the dam makes pos- 
sible. 

Mr. Gore. To what extent is the additional work on the dam itself 
and to what extent is the new reservoir ‘capacity above the dam 
responsible for the placing of these two units? 

Mr. Cuapr. The improvements in the dam make possible the in- 
stallation of these additional units. We have increased the height 
of the dam, for example, in building a new crest on it. The construc- 
tion of spillway gates has made possible better control of water flow. 
The larger reservoir, of course, that comes with the higher dam gives 
us more head and more water for more units. 

Of course, one of the major values of units in any of our mainstream 
dams comes from the large storage of controlled water that we have 
at the tributary dams. All the water we release from upstream can 
be put through these new downstream units. 

Mr. Gore. With the addition of Watauga, Boone, and Fort Henry, 
that will allow more regular flow of water all down the mainstream? 

Mr. Crapp. That is right. They will contribute to that. 

Mr. Gores. Proceed to the units, and then go back to your general 
statement. 

Mr. Ciapr. The Chickamauga unit is 27,000 kilowatts. 

(Discussion off the record.) 


AMOUNT OF REQUEST FOR ADDITIONAL POWER SUPPLY 


Mr. Gore. Mr. Clapp, of this $248 million requested, what part 
is for power; transmission, dams, steam plants, power operation? 

Mr. Criapp. $236 million of this total appropriation request is 
directly attributable to additional power supply through hydro and 
steam capacity. 

Mr. Gore. You might well call this a power budget, then? 
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Mr. Cuapp. Yes, sir. 

Mr. Gore. You were indicating before the interruption the hydro- 
electric units to be installed in vacant stalls in the existing dams. Will 
you proceed with that? 


CONSTRUCTION OF STEAM PLANTS 


Mr. Criapp. In addition to the continuation of construction already 
under way, this 1952 request would make it possible for us to add two 
steam units to the Widows Creek Steam Plant at which we are now 
building four units. It would also make it possible to add hydro 
units in existing dams, one at the Douglas Dam on.the French Broad 
tributary, and one at the Cherokee Dam on the Holston tributary. 

The new appropriation would also make it possible for us to begin a 
new steam plant on the Tennessee River, at what we refer to as the 
Colbert site in northwest Alabama. 

Mr. Gore. Mr. Wessenauer, will you indicate on the map where this 
new steam plant is proposed to be located? 

Also indicate on the map the Johnsonville steam plant. 

Mr. WessenaveEr. This is Shawnee [indicating] near Paducah, Ky. 
This is the Kingston plant [indicating] in eastern Tennessee. Widows 
Creek is this one [indicating] in northeast Alabama. 

Mr. Gore. Mr. Clapp, at this point will you give the reasons for 
this location? 

Mr. Cuiapp. In locating additional steam sites, Mr. Chairman, it is 
our objective and the factors taken into account by our engineers and 
our power staff are such as to space our new capacity in as good a 
relationship as possible to where loads are developing. In that way 
we can reduce the transmission cost of getting the power out of these 
new sites. In the eastern end of our system there is Watts Bar steam 
plant, which was built back in the early 1940’s. There is the Kingston 
plant, which is about 60 miles upstream. There is the Widows Creek 
steam plant, which helps both in eastern Alabama, and in the Chat- 
tanooga area. The Johnsonville steam plant was located on Kentucky 
Reservoir to help meet a deficiency of the power supply. in the western 
end of our system. The Shawnee location at Paducah, of course, 
was dictated in large part by the precise location of the Atomic Energy 
facility that is being built there, though it will have a good relationship 
to the western end of our system in connection with the Johnsonville 
steam plant. 

Just looking at the area spatially, therefore, I think that the 
committee can see that a location in the southwestern part of our 
power system gives us a new source of power that will help us in meeting 
the growth in and around northern Alabama, the immediate south 
central part of Tennessee, and reaching off into the area we serve in 
Mississippi. 

Mr. Gore. Is not your location of any steam plant necessitated 
by some point where rail and water transportation meet? 

Mr. Crapp. Indeed it is. Once a general area is determined upon 
then the problem of picking a specific site must take into account the 
availability of water for condensing purposes, and this, of course, is 
located right on the Tennessee River on the Pickwick Reservoir. 
We will have rail access to the Southern Railroad, which goes right 
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by the site on the line to Memphis. We will be able to get coa: by 
rail and barge. 

Mr. Gore. Is there any other rail connection across the Tennessee 
River north of the Southern line until you reach the line crossing the 
river at the Johnsonville steam plant? 

_ Mr. Crapp. No, the nearest river crossing is right near the Johnson- 
ville steam plant to the north. 

Mr. Gore. From where will you draw fuel for this steam plant? 

Mr. Crarp. We will bring most of it from the west Kentucky and 
southern Illinois coal fields, and to some extent possibly from the 
north Alabama coal fields. 

Mr. Gore. Will that come by barge, largely? 

Mr. Crarp. Much of it will come by barge. We are developing a 
large barge shipment in connection with our Shawnee and Johnsonville 
coal requirements. That will open up new coal areas in the west 
Kentucky and southern Illinois fields. 

Some private groups are organizing to build transfer facilities from 
rail to barges. By the time we get this plant built the river transpor- 
tation for coal will be very well developed. 

Mr. Gorn. Would it be probable that coal from the west Kentucky 
and southern Illinois fields will be brought upstream as far as Widows 
Creek, or does that get you into the eastern Kentucky and Tennessee 
coal fields? 

Mr. Crapp. We can reach Widows Creek with west Kentucky and 
southern Illinois coal. However, most of the coal for that plant will 
be supplied from the coal field just to the north in Tennessee. 

Mr. Gore. You may proceed. 

Mr. Covupert. Mr. Clapp, when did you start construction of these 
other three steam plants? 

Mr. Gore. Would you mind letting him finish his general statement 
first? 

Mr. Covupert. Yes, but he just happened to be on these. 

Mr. Crapr. The new Johnsonville steam plant, Mr. Coudert, was 
started in 1949. 

Mr. Covupert. I remember that. 

Mr. Crapp. I recall we had quite a discussion of that. 

Mr. Coupert. The other three came after that? 

Mr. Ciapp. The other three have come since. The Widows Creek 
steam plant was the next, started in fiscal year 1950. 

The Kingston steam plant was first appropriated for in a supple- 
mental appropriation request this last December, at the same time as 
the funds for the Shawnee steam plant to supply the atomic energy 
program at Paducah. 

We have just within the last 2 months started construction of both 
of those plants. 

Mr. Gore. Proceed with your general statement. 

Mr. Crarp. This program of continued construction and new proj- 
ects, together with the transmission construction that is included, 
comes to a total, as I said, of some $236 million. It relates to addi- 
tional capacity that totals about 3,100,000 kilowatts. 


‘ 
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CONSTRUCTION NECESSARY FOR PEAK POWER REQUIREMENTS, 1954-55 


This large construction program is, in our judgment, absolutely 
necessary to meet the forecasted peak power requirements in the 
winter of 1954-55. 

I should like to explain that a little, if 1 may. We are at a point 
now and have been for the last 6 months where the power capacity 
that must be built to meet future loads must be started at least 3 
years in advance of when we have to have it. Consequently, the 
plants we have now under way, such as the Johnsonville steam plant, 
the Widows Creek steam plant, and the additional hydro units in 
existing dams, as I summarized a moment ago, are on schedules that 
will help to meet peak loads of this coming December of 1951 and the 
peak loads of December and January, 1952-53, and the peak loads of 
1953-54. 

The new projects that we are talking about in this budget must be 
started in the fiseal year 1952, which means not later than July, or 
this summer. 

Mr. Covuprert. You are referring to the item totaling $32,624,000? 

Mr. Crarpr. Yes. It includes the two additional units at Widows 
Creek, the two additional hydro units, and the two steam units at a 
new site. 

Mr. Coupert. That is in there? 

Mr. Cuiapp. That is the total; you are right. 

Mr. Covupert. $32,624,000 for four additional steam plant units 
and two additional hydro units. 

Mr. Cuapp. That is right. The steam plant, including this new 
location at the Colbert side in northwest Alabama. The total cost of 
this new plant with two units is estimated to be $47 million. We are 
requesting $16.5 million in 1952. 

By the time we are able to get those units installed the peak power 
requirements of late 1954 calendar year will be upon us. If we are 
not able to get these started, if we do not get the money to get them 
started,*this coming summer, we would reach 1954, no matter what 
we did later, without the ability to meet our forecasted requirements, 
and there would be a serious and drastic deficiency. 

Mr. Coupert. Mr. Clapp? 

Mr. Cuapp. Yes. 

Mr. Covuperr. Is that on the assumption that you would not draw 
any additional power from the neighboring utilities, as you contem- 
plate continuing in 1952? 

Mr. Crapp. That is on the assumption, Mr. Coudert, that we will 
not be able to get indefinitely the quantities of power from those 
utilities we are expecting to get to meet emergencies during the next 
fiscal year. 

Mr. Couprert. Who makes the forecast for power requirements for 
1954 and future vears? 

Mr. Crapr. We make that forecast for our own service area. As 
I will explain in a moment, we base it upon a very careful analysis of 
past experience, current experience, and predictions and indications 
thet we get from many sources. 
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GROWTH OF TVA POWER LOAD 


Mr. Gore. Right at this point will you please indicate the growth 
of the power load, the basis of the estimate, and how it is divided 
between Government demands, industry demands, and the natural 
growth of the area? 

Mr. Crapp. I would be glad to, Mr. Chairman. 

We are contemplating a peak load late in the calendar year 1953, 
which is 1 year prior to the peak we are talking about for this new 
program, of 5,450,000 kilowatts. By that time we will have an as- 
sured capacity in our system, if these units now under construction 
are completed on schedule, of 5,574,000 kilowatts. That leaves a 
margin of 114,000 kilowatts which in a system of 5}; million kilowatts 
is almost no margin at all. 

In 1954 we anticipate that the peak load will be 6,100,000 kilowatts. 
For that, if we add as proposed to the program already under way, we 
would have an assured capacity of 6,176,000 kilowatts. 

I might point out that that figure includes not only what we are 
building at the present time and propose to build but also the capacity 
the Army engineers plan to have coming in at dams on the Cumber- 
land in 1954 to the extent of about 100,000 kilowatts. 

Mr. Gore. Off the record. 

(Discussion off the record.) 

Mr. Gore. You are taking into consideration the supply which 
you can obtain from the Army engineer facilities in making your 
esimate? 

Mr. Cuiapp. That is correct; if that project should not be au- 
thorized then we will be that much short. 

Mr. Coupert. In your estimate of the 1953 and 1954 capacity 
does that assume that all the dam construction that you are presently 
—— on will be complete, and the full power facilities of those dams 
utilized? 

Mr. Criapp. That is correct, Mr. Coudert. The figure of 6,176,000 
kilowatts of assured capacity that I gave you for 1954 also assumes 
this program of additions—4 more steam units and 2 more hydro units. 

Mr. Coupgrtr. That program of additions does not contemplate the 
commencement of any new dams? 

Mr. Cxapp. That is correct; it does not. 

Mr. Covupert. Are you planning any new dams for the purpose of 
creating new hydro sources? 

Mr. Ciapp. We have none in prospect at the present time. We 
may develop some possibilities as time goes on. We are always in- 
vestigating. 

Mr. Coupert. Yes, I understand. 


CONSTRUCTION OF BOONE AND FORT HENRY DAMS 


Mr. Gore. You might indicate on the map the two dams on the 
upper reaches of the Holston which are in the early stages of con- 
struction, Boone and Fort Henry. 

What is your program on those two dams? 

Mr. Ciapp. We are building those two dams on a staggered sched- 
ule, getting Boone Dam under way first and Fort Henry a little bit 
behind it. 
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On the Boone Dam we have unwatered a cofferdam. We have 
shops and construction plant equipment pretty well on the ground, 
and it is going along on schedule. 

Do you want to supplement that, Mr. Blee? 

Mr. Burr. I think that is about it. 

Mr. Gore. Generally speaking, you are just beginning construction 
of these two tributary dams? 

Mr. Burr. Boone Dam is well under way. We will place concrete 
on the Boone Dam about the Ist of March. 

Mr. Gore. What about the other dam? 

Mr. Bier. The other dam is back of that. Boone Dam will have 
power available in December of 1952 and Fort Henry in November 
of 1953. 

Mr. Gore. Proceed, Mr. Clapp. 


FORECAST OF ELECTRICAL CAPACITY 


Mr. Cuapp. On the basis of those figures I have just cited about 
load and assured capacity our forecast shows that with an assured 
capacity of 6,176,000 kilowatts, which includes the yet-to-be-started 
project of the Army engineers at Old Hickory, and all the six additional 
TVA units in the proposed program to start in 1952, it will leave us 
with an even smaller margin of 76,000 kilowatts. 

The increase between the peak of 1953 and 1954 is over 600,000 
kilowatts, which means that we must get under way in 1952 in order 
to be able to count upon increments to our capacity during 1954 that 
will meet that increase of 600,000 kilowatts. 

This new program that we propose on assured capacity is about 
500,000 kilowatts. The other 100,000 kilowatts presumably will 
come from the Old Hickory Dam in the Army engineers project on 
the Cumberland, 

Now let me explain how we make those forecasts. We are serving, 
as | believe the committee knows, 145 municipal and rural electric 
cooperative systems that distribute the power on a retail and resale 
basis to well over a million customers. 


GOVERNMENT AND PRIVATE AGENCIES USING TVA POWER 


Mr. Gore. Actually, TVA retails only a small percentage of the 
power you produce? 

Mr. Cuapp. It is so small as to be negligible. We are wholesalers. 

Mr. Gore. You furnish it, really, to the distribution systems? 

Mr. Cuapr. That is correct. 

Mr. Gore. And they, in turn, give you estimates of their needs? 

Mr. Cuarr. That is right. We join with them in forecasting the 
growth of their loads. In addition to that group of users which we 
are committed to supply, we also serve a large load made up of 
Federal agencies—the Atomic Energy Commission, the Army and 
Military Service camps; we will serve the Arnold Engineering De- 
velopment Center, which is a facility of the Air Force being built 
near Tullahoma, Tenn., for wind-tunnel experiments on a large scale; 
we supply, in many instances directly, large loads that are required 
by other Government agencies which have big operating programs—— 
Mr. Covuprert. What other Government agencies? 
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Mr. Ciapr. The Atomic Energy Commission being the largest. 
In addition to that, we also supply direct service to the larger in- 
dustrial users, due to the nature of their loads, the type of facilities 
needed to connect them to the system, and the location of many of 
those plants. . 

Mr. Gore. Name a few of those. 

Mr. Cxiapp. The Monsanto Chemical Co., which has a plant in 
middle Tennessee near Columbia, Tenn.; the Victor Chemical Co., 
which has a large electric furnace operation for the production of 
phosphorous and phosphatic material in middle Tennessee; the 
Aluminum Co. of America; the Reynolds Metal Co., which is an 
aluminum producer in northern Alabama. Those are some of the 
larger industrial users that we serve directly, and they take large 
quantities of power. 

Mr. Couprrtr. Mr. Chairman, do you suppose it would be difficult 
for Mr. Clapp to provide for the record a list of the Government 
agencies and private industries to which he has now referred which are 
served by TVA? 

Mr. Gore. Will you supply that at this point in the record? 

Mr. Cuapp. I will be very glad to. 

Mr. Couprrrt. I think it would be helpful to have it. 

Mr. Cuapp. Those, in general, comprise the three large groups of 
power users to whom we supply power. 

(The matter above referred to is as follows:) 


T\A power sales—fiscal year 1950 


























TVA sales in fiscal year 1950 
sa Average 
Kilowatt- . 
. Revenue rate in 
hours sold mills 
| 
Municipal and county systems distributing power under | 
standard contracts: 

US eae ee tate SS ene a eRe Bee 6, 784, 800 $35, 799 5. 28 
Ne a ee eA ree Ee ee © mene 22, 520, 737 106, 376 4.7 

cl eae aes Sallie aetna tak nattiine es 7, 476, 544 36, 946 4. 94 
Athens, Ala To i a MRS ROLE FE AEE A SCENE ARTE Tae 33, 789, 113 156, 849 4. 64 
EN SE RE ITD Rees as De oe eee sar 34, 543, 282 170, 620 | 4. 94 
Benton, Ky-_-- Dh, ROLE, SF PSs eek eeu saan’ 3, 597, 840 19, 608 5. 45 
en Te OUD oo ee ee 9, 276, 197 47, 158 5. 08 
Bessemer, Ala......_- oa Peat AE ea eR a 23, 098, 451 92, 406 4.00 
RUN Co oo Sacer koa dan cca ee acct es eaueuns 15, 271, 867 75, 265 4.93 
I FI ig eh Ce es naa cise asia 32, 202, 140 141, 199 4.38 
Bristol, Tenn TE OE oe RR EASS * 67, 251, 207 290, 328 4.32 
Bristol, Va Ll he IES ited sind nas Uitheabieh a dpe: oindaeibeuse an 54, 703, 876 244, 604 4.47 
I Ei = EE 6, 560, 377 33, 215 5. 06 
Carroll County, Tenn. ._- ee ios donvale some sac ee 26, 356, 608 131, 492 4. 99 
Chattanooga, Tenn _____- néccecestevcscoseseuckcdscednal: a a’. [ace 3.73 
Clarksville, Tenn _.._____- RE I RMR aI anh SE. 64, 053, 778 261, 741 4.09 
Cleveland, Tenn.._........__- CEES RE ee 61, 961, 500 273, 182 4.41 
Clinton, Tenn i, AK. Beet J PE ON, DRAUSS 46, 021, 952 219, 577 4.77 
Columbia, Tenn ae ‘ ped eee Sr. 54, 859, 440 272, 179 4. 96 
Columbus, Miss_______- i cndt am 34, 415, 393 | 161, 602 | 4.70 
Cookeville, Tenn... _. ; é see eepeee sc 16, 698, 020 77, 136 | 4. 62 
Courtland, Ala________- ARE EE Pee We ER SEE ho | 1, 928, 820 11, 467 | 5.95 
SE GE, SA an En ee PEE 117, 078, 400 79, 650 4. 66 
aR RES. 4 BRAS SARE SS AGRE SD OTS | 12, 015, 800 61, 195 5. 09 
I oo desl seeebhine eaeuee 117,406, 887 460, 622 3. 93 
NG I i so dierases dita Sin ik Her ita Sikes ca enigiae mplgedins aabO 25, 786, 700 119, 791 4.65 
ey Cee a Oe nS eet ee Peg eae es 42, 407, 450 186, O11 4.39 
a a a 19, 457, 280 90, 726 4. 66 
sy Ae Sh Se ih RAE Set i BES TGA AS 2a 11, 157, 440 54, 525 4.89 
UNI ON 66k Sis cack chcaen ln Uancwdins bende 15, 237, 230 73, 479 4. 82 
ES Nel PREIS, =A: TEAR, SSE RS, 75, 664, 000 292, 594 3.87 
hoy |S 1 aS By ete te eid OS ERUESE Ps Bead SIE CIS < 18, 542, 400 89, 845 4.85 
RT LR ee RENE ee ape PN CNY 6, 233, 600 31, 892 5.12 


1 Represents sales at standard wholesale rate beginning with date of initial service (Aug. 7, 1949). 
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TVA power sales—fiscal year 1950—Continued 








| TVA sales in fiseal year 1950 





| | | ‘ 

| Kilowatt. | hes | ee 
| hourssold | Revenue | rate in 
| mills 





Municipal and county systems distributing power under stand- 
dard contracts—C ontinued 
ESE a I 5 et ee ; 17, 345, 040 $81, 534 | 
Greeneville, Tenn 42, 829, 455 208, 634 
Guntersville, Ala alana 18, 521, 280 84, 870 | 
Harriman, Tenn eereeners | 45, 938, 880 | 177, 462 
Hartselle, Ala__- Niciaclenipadln inti ubbictcinsiaisas 7, 597, 519 39, 553 | 
Holly Springs, Miss... _-_- macpaaeabanic 9, 396,'820 47, 092 
Hopkinsville, Ky ; pene bie 31, 183, 777 135, 802 | 
Humboldt, Tenn_ - athe ed ean iad 5, 607, 440 67, 688 | 
Huntsville, Ala Be etmdali cick adie ieatacds 305, 562 589, 662 
Jackson, Tenn Sire c cit ‘ cleats } 86, 779, 536 353, 502 | 
Jellico, Tenn. _- fe Lee eR ea am §, 346, 240 42,091 | 
Johnson City, Tenn. -- OES patutaran iiomaeten , 534, 285 | 452, 536 
Bwonverw, 1ONN...5.6..........- ‘ * is 311,307,110 | 2,410,515 
LaFollette, Tenn ae ae a PSNR } 35, 545, 646 190, 863 | 
Lawrenceburg, Tenn. -_....:.........._.. ; av } 23, 974, 960 | 120, 208 | 
Lebanon, Tenn wed 23, 908 800 106, 579 | 
Lenoir City, Tenn G : 32, 392, 800 143, 318 
Lewisburg, Tenn - , 28, 022, 600 125, 208 
Lexington, Tenn__. : ‘ 8. 640, 970 | 97, 925 | 
Loudon, Tenn ne 3, 337, 920 | 68, 964 
Louisville, Miss 1 a sec : 9, 974, 800 51, 753 | 
MeMinnville, Tenn 35, 786, 034 178, 312 
Macon, Miss ‘ Scie ; | 3. 505, 600 19, 668 
Maryville, Tenn... yee 43, 634, 505 | 190, 430 | 
Mayfield, Ky . és . | 25, 299, O80 103, 597 | 
Memphis, Tenn. . aa 5, 666, 688 3, 863, 288 | 
Milan, Tenn : 22, 678, 109 105, 900 
Morristown, Tenn ; * 32, 062, 380 135, 485 | 
Mount Pleasant, ‘Tenn 28, 641, 990 | 156, 799 | 
Murfreesboro, Tenn ; 37, 258, 902 163, 928 | 
Murphy, N.C i : 774, 400 | 44, 861 
Murray, Ky ‘ ; x | 23, 236, 000 103, 600 | 
Muscle Shoals, Ala ‘ : sa i 3, 662, 400 18, 400 | 
Nashville, Tenn ‘ i 74,877,796 | 3, 558, 776 
New Albany, Miss... - ‘ 14, 486, 00) | 72, 732 | 
Newbern, Tenn_-. - 3, 577, 800 20, 180 | 
Newport, Tenn____. i . i ), 952, 920 | 96, 166 | 
Okolona, Miss_. Gee : anitent , 546, 640 48, 382 
Part, Fema........- A a EE ba 34, 603, 440 154, 224 
Philadelphia, Miss__- edna ; 96, 000 56, 305 
Pulaski, Tenn e : 35, 144, 027 | 182, 967 | 
Ripley, Tenn . : E 2, 965, 960 64, 480 | 
Rockwood, Tenn ; Aas : al 9, 36 85, R82 | 
Russellville, Ala : NS wii ee 5, 565, 86, 784 | 
Russellville, Ky : : : : cs . 506, 39, 237 | 
Scottsboro, Ala res ae : 3, 28 66, 620 | 
Sevierville, Tenn : shane , 352, 46 97,117 
Sheffield, Ala Z analgesics } 44, 035, 465 181, 260 | 
Shelbyville, Tenn 2 ag og einem lalialicl 32, 646, 1! 149, 798 | 
Somerville, Tenn end - ; sichicbiain cal , 910, 26, 633 
Springfield, Tenn : 
Starkville, Miss. __. 
Sweetwater, Tenn _- 
Tarrant City, Ala 
Trenton, Tenn 
Tullahoma, Tenn 
Tupelo, Miss 
Tuscumbia, Ala 
Water Valley, Miss - 
Weakley County, Tenn 
West Point, Miss ae | 8, 
Winchester, Tenn_._._...--- in , 250, 400 51,611 





es e Pa ae ; dine wasnt tien te id ms en en 60 
it AUS oe kn ae be nr on be an on ab oe eo Se en ee eo ee te re er 0 et ede oe OO he 
> y ee ee stm OnD we . > P 2AUBRWADNEL bk ‘ P » 

> r5 . 5 he be 


ee oo 


| on 


Totes os _...| 6,020, 548, 923 | 24, 861, 499 
Preceding year. - | 5,396, 454, 469 | 22, 096, 124 





4 metropolitan areas: 
Total. ____ : ee ; 3, 530, 669, 587 | 13, 631, 628 3. 
Preceding year 3, 272, 545, 559 | 12, 420, 678 | 3. 80 
Other municipalities: | 
Total atc wilete bs eats : ; . 2, 489, 879, 336 | 11, 229, 871 | 4. 51 
‘ aa en deans sini oi 4 2, 123, 908,910 | 9, 675, 446 | 4. 
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T\'A power sales—fisca! year 1950—Continued 





Ay SRO 





TVA sales in fiscal year 1950 








2 Abbreviations are used as follows: EPA indicates Electric Power Association; EA indicates Electric 
Association; EC indicates Electric Cooperative; EMC indicates Electric Membership Corporation; and 
RECC indicates Rural Electric Cooperative Corporation. 














5, 693, 346, 250 














| 20, 180, 169 





» Averare 
Kilowatt- “ 
Revenue rate in 
hours sold mills 
Cooperative systems distributing power under standard con- PI 
tracts: 
Alcorn County EPA, Corinth, Miss..............-.-..----- 42, 206, 080 $183, 933 4. 3¢ 
Appalachian EC, Jefferson City, Tenn _.......-...-.------ 37, 006, 000 185, 204 5.00 
Arab Electrical Cooperative, Arab, Ala__...........--.-.--- 7, 374, 600 39, 968 5. 42 
Blue Ridge EA, Inc., Young Harris, Ga_..........-..-.---- 10, 118, 170 53, 393 5. 28 
Caney Fork EC, McMinnville, Tenn____..-.---...---.----- 10, 135, 694 58, 450 5.77 
COOmARRE Tee SN, Rn a ence wenn enn ccvcws 14, 035, 200 73, 599 5. 24 
ee  ssmencuspened 12, 621, 945 , O72 5.47 
Chickasaw EC, Somerville, Tenn_._..............-.-------- 7, 345, 675 39, 313 5. 35 
ee EE a eee: 20, 180, 346 99, 063 4.91 
Cumberland ‘EMC, CUE NN le 50, 089, 556 258, 675 5. 16 
Duck River EMC, Shelbyville, Tenn. -........-..-.-.-.--- 78, 245, 860 393, 525 5.03 Q 
East Mississippi EPA, Meridian, Miss...........-.-.------ 7, 802, 995 46, 484 5. 96 a, lr 
Forked Deer Ro, Halls, T 0 RSS RS RET eS. 10, 423, 448 58, 169 5. 58 cS 
Fort Loudoun EO, Madisonville, Tenn.-................--..- 21, 702, 940 112, 608 5.19 ie 
4-County EPA, Columbus, °F atega lie peeatenmiamaers 33, 276, 290 182, 883 5. 50 : i 
Franklin County EC, Russellville, Ro og 9, 654, 000 48, 082 4. 98 a 
Gibson County EMG, TES DIET Tete 78, 581, 689 399, 843 5.09 B 
Hickman-Fulton Counties RECC, Hickman, Ky-__--...---- 7, 729, 854 44, 410 5.75 = 
Holston Et). omer vae, Seam... ........-.-....--..-.- 22, 445, 124 105, 909 4. e 
Joe Wheeler EMC, Decatur, Ala--__-----------------_--- 22, 833, 420 126, 269 5.5 4 7 
Lincoln County EMC, Fayetteville, Tenn_............-_-- 19, 923, 920 97, 772 4.§ 4 
Marshall-De Kalb EC, Boaz, Ala_...................-.-.--- 21, 679, 193 119, 929 5. 5: = 
Merriwether-Lewis EC, Centerville, Tenn __...._....---_-- 29, 153, 838 156, 109 5.35 ee 
Middle Tennessee EMC, Murfreesboro, Tenn___.-.....---- 61, 813, 616 315,035 5. ny 7 
Monroe County EPA, Amory, Miss_......---._---- usSeauetia 7, 876, 800 42,311 5.; x 
Mountain EC, Mountain City, Tenn__..............-..---- 11, 771, 330 61, 600 5. 2 7 
Natchez Trace EPA, Houston, Miss-_................--...-- 22, 772, 520 120, 953 5.3 ee 
North Alabama EC, Stevenson, Ala___...-....--.-..------- 14, 227, 940 Bp 5.57 | - 
Northeast Mississippi EPA, Oxford, Miss__-- 11, 053, 920 58, 761 5. 32 s 
North Georgia EMC, Dalton, Ga _-..........---.-----_-.. 42, 561, 37 187, 932 4.42 4 . 
Pennyrile RECC, Hopkinsville, Ky_..............-..-.---- 37, 606, 500 191, 577 5.09 sa a 
Pickwick EMO, Selmer, Tenn---__-_- % * 17, 566, 415 91, 244 5.19 é t 
NN I nn cc cm nemumana 11, 799, 950 68, 298 5.79 & 
Pontotoc EPA, Pontotoc, Miss...............-.-..----.---- 17, 532, 700 92, 306 5. 26 & 8 
Powell Valley EC, Jonesville, Va______. 8, 583, 300 43, 166 5.03 ie 
Prentiss County E PA, Boonev ille, Miss _- : 18, 829, 440 94, 150 5. 00 
Sand Mountain EC Fort Payne, SRL eT 18, 043, 220 101, 665 5. 63 
Sequachee Valley E C, South Pittsburg, | OES Ra Tb 63, 224, 175 301, 087 4. 7 
Southwest Tennessee EMC, Brownsville, Tenn. --...-.--- 44, 016, 765 221, 397 5.03 4 \ 
Tallahatchie Valley EPA, Batesville, i pg EES SIRT 21, 358, 747 105, 636 4. 8F ps 
Tennessee Valley EC, Savannah, Tenn____.........-_-_._-- 15, 849, 260 84, 095 5.31 : 
i RN aes a ok oa wimocecnccomencdcneess 10, 442, 700 56, 148 5, 3? 
Tishomingo County EPA, Iuka, Miss. 9, 878, 870 54, 642 5. 53 
Tombigbee EPA, Tupelo, Miss... __.. ure 23, 816, 061 123, 367 5.18 I 
Tri-County EMC, LaFayette, Tenn... _- 35, 329, 928 182. 602 §.17 a 
Tri-State EC, C opperhill, Tenn 18, 002, 180 92, 605 5. 14 ee 
Upper C umberl: and EMC, Carthage, PENN sets hoe 33, 206, 390 167, 659 5.05 a 
Volunteer EC, Decatur, Tenn. is 55, 590, 390 282. 035 5.07 2 
Warren REC c, Bowling Green, 3 a Wage eae NS 18, 763, 116 103, 030 5.49 3 
West Kentucky RECC, Mayfield, Ky. ...............-- A 21, 291, 692 115, 615 5. 43 4 a 
Ce ee 1, 247, 375, 134 6, 388, 797 § 12 ‘ ; 
I EE Cee aoa S 981, 217,965 | 5,070, 882 §.17 a | 
Total sales to municipalities and cooperatives under q : 
Oe  IOBELES CEA IAL SEG NT 7, 267, 924. 057 | 31, 250, 296 4, 30 g 
ee 6, 377, 672, 434 | 27, 167, 006 4. 26 e ( 
Direct sales to industrials and Federal agencies: 4 
Aluminum Co. of America, Alcoa, Tenn._........-.---.---- 1, 080, 007,352 | 3, 569, 728 3.31 4 ' 
American Zine Co., Knoxville, Tenn.._....-......---------- 22, 158, 000 123, 267 5, 56 BS 
Union Carbide & Carbon Co., Sheffield, Ala_.........___--- 388, 503, 301 1, 224, 567 3.15 § 
Monsanto Chemical Co., Columbia, Tenn.__.........__---- 615, 700, 000 1, 872, 490 3. 04 4 
Pittsburg Metaliurgical Co., Calvert City, Ky 65, 419, 200 246, 586 3.77 a 
Reynolds Alloys Co., Sheffield, Ala_..................-_-.- 91, 362, 267 363, 194 3. 98 : 
Reynolds Metals Co., Sheffield, Ala. - hide cikdee eeu eaockel 920, 260,000 | 2, 594, 513 2. 82 
Tennessee Copper Co., Copperhill, Tenn___..._..-_.._.__-- 110, 337, 600 488, 155 4.42 
Victor Chemical W orks, Mount Pleasant, Tenn_______.__.- 377, 365, 600 1, 183, 084 3. 14 
RRB Sie eC RENEE 5 Seen eae ISP ARL TE OF, \ 16, 263, 891 124, 184 7. 64 3 
SR TELL Ee pee esl eT. 1, 968, 758, 697 6, 956, 322 3. 53 
NE. Foi Cid sik b cbc elem a Tees dk wine ed sbec ht Secon 5, 656, 135, 818 18, 746, 090 
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TVA power sales—fiscal year 1950—Continued 





| 
| TVA sales in fiscal year 1950 














ae | Average 
| ne Revenue | rate in 
= mills 
Private utility companies: 
Appalachian meeeree Power OOo octet 40, 673, 980 $476, 145 11.71 
Arkansas Power & Light Co.....................-....-...- 26, 115, 272 | 75, 146 2. 88 
Bells (Tennessee) Light & Water “OS GA Cae a see } 2, 948, 960 16, 355 5. 55 
Franklin (Tennessee) Power & Light Co.4_......-...________} 12, 148, 800 61, 359 5.05 
A ie i dt Congo eiaheapbanwes -| 77, 258, 200 | 511, 986 | 6.63 
Louisville Gas & Electric Co_____.___-_- hi sigs se opacities 77, 372, 090 833, 364 10.77 
Sree nner en0es, 100... ee oe cent seen soc 411, 765,753 | 3, 552, 848 8. 63 
Tennessee Light & Power Co.‘..._.....-.....-.-----.----..- 1, 562, 000 | 9, 368 6.00 
int sides ake anole Lace peed someon det i en baie 649, 844 965 .8. 52 
Nn se la needed bid Saanins baie | 8. 97 
Interdepartmental sales: } } 
Ce IRI re a ae aelatan dl 14, 092, 200 61, 413 4.36 
ES , LaS Se eae ee ---------| 548,362,000 | 1, 452, 346 2. 65 
Other (principally power for construction projects) Be ee ae 21, 792, 677 136, 245 6. 25 
RS GUtinc as beknmagueeiaes=sese> a edicts aiditet 584, 246, 877 | 7c 650, 004 | 2. 82 
EEE ES LEO SI ee ; aeiea 2 584, 414, 555 1, 644, 432 2.81 
TVA retail operation: | | 
De ee cig leneawmennae eee | 7, 439, 884 | 76, 378 10. 27 
eke Aides nie k ile eaten oncmedadeuaenien P 14, 417, 463 198, 475 13.77 
Total KWH sales and operating revenues 
(RES AR REE SR aS SDR ivemedked us ..| 14, 165, 591,601 | 57, 259, 339 4.04 
Preceding year So Makaha ies hc taity Dec aint th oss sao en . -..------] 13, 614, 193, 718 | 57, 618, 812 4. 23 





3 TVA has a variety of contractual relations with 19 privately owned utility companies. The contracts 
with these companies provide for interconnection of facilities, for interchange, sale, and purchase of power, 
and for emergency stand-by services. There are a number of agreements or arrangements with some of 
the companies. The only utilities listed above are those to whom power was sold in the fiscal year 1950. 

4 Distributor receives service from TVA at standard wholesale rate and its retail consumers receive 
service at TVA resale rates, 


Mr. Covuprerr. Can you break down the percentage in a general 
way of the power used by each of those three groups? 

Mr. Crapp. Yes. That is very simple to do. 

Mr. Gore. Put it in table form, if you like, at that point in the 
record. ; 


DEVELOPMENT OF ESTIMATES OF FUTURE POWER REQUIREMENTS 


Mr. Cuapp. In developing the estimate of our future power require- 
ments, we examine into the past history of the growth of each one of 
those classes of users. We analyze their current experience and take 
into account all the factors we can, such as the effect, for example, 
of the curtailment of metals in the manufacture of appliances and what 
effect that will have in the increase in the residential use of electricity 
which, of course, would reflect the rate of growth of power requirements 
of municipalities and rural electric cooperatives. We consider plans 
revealed to us by Federal agencies that will be requiring power of us 
and on the basis of i inquiries coming to us from prospec tive industrial 
users beyond those who are there “and have expansions in mind or 
concerns that are*planning to build and develop productive facilities 
in the power-service area we reach, we make estimates of future power 
loads. 

Of course, one of the phenomenal and gratifying things about the 
history of the use of electricity in the Tennessee Valley is the tremen- 


606 


dous rate of increase in requirements of municipal and rural electric 
cooperative systems. For example, when we started out, about 3 
percent of the farms in that whole region had electricity—less than 
3 percent. 

Mr. Gore. What year was that? 

Mr. Cuiapr. That was in 1933. In this current year, that has 
reached 85 percent of the farms in the service area of the TVA. The 
rate of increase in individual consumer use among residential and small 
users has gone up at a tremendous rate. To give you a figure, between 
1948 and 1950, the actual average per year increase in power require- 
ments of municipalities and cooperatives was about 325,000 kilowatts. 

Mr. Couprrr. What is that percentagewise? 

Mr. Cuiapp. That is about 20 percent. 

‘Mr. Coupert. Per annum? 

Mr. Ciapr. Per annum, compounded. 

Mr. Couprerr. Actually, I gather that your increase in facilities 
now constructed and planned to come into effect in 1953 and 1954 will 
practically double your present capacity. 

Mr. Cuiapp. That is correct. 

Mr. Covuprrt. The increase will be from three to six? 

Mr. Crapp. That is correct. 

Mr. Putiurpes. When will they be available. 

Mr. Cuapp. Talking about what will be available in 1954, instead 
of a 3,000,000-kilowatt system which we have today, it will be a 
6,000,000-kilowatt system. 

Mr. Coupert. As of today, you are purchasing, as I gather from 
what Mr. Wessenauer said, 2 billion kilowatt-hours of power. 

Mr. Crapp. In fiscal year 1952 we estimate our purchases will be 
‘2 billion kilowatt-hours. During this fiscal year we will be sending to 
other systems about as much energy as we will receive. 

Mr. Coupert. That is, your present acquisition of power from 
outside sources exceeds 2 billion kilowatt-hours. That means you are 
now actually distributing what? In 1952 you will be distributing 
what—4 billion? 

Mr. WesseNnAvER. In 1952 we will be distributing about 24 billion 
kilowatt-hours. 

Mr. Coupgertr. What proportion of that is represented by power 
you are required to draw from outside the system? 

Mr. Wessenaver. It will be between 2 billion and 3 billion kilo- 
watt-hours. 

Mr. Coupnrrr. And the percentage is about one-twelfth, which is 
about 8.5 percent. 

Is it a fair statement, Mr. Clapp, that the largest part of your 
increase between 1951 and 1954 will be for Government agencies such 
as the Arnold Air Force Center and the Atomic Energy Commission? 

Mr. Criapp. I would say the requirements of the Federal agencies 
and the industrial requirements in prospect would be about even in 
1954. 

Mr. Couprrt. Would it be 50 percent of your total increase re- 
quired or a very large percentage? 

Mr. Crapp. Are you talking about both groups or the Federal! 
agencies alone? 

Mr. Covuprerr. The Federal agencies in the first place, 


Bc i 


PPR TE 





SERRA aE EER ISIC HR aE watts Gt Ae ORR g AC ae eM eat tel PS 





~~ 


owe eet eee 





5D TE RR sed ihe a ig sin Hale ee aaa a ta 


oy 
fe 
on 

ms 
. 

4 
ie 
Er 
BN 


REE SR a a RRs 


607 


Mr. Wessenaver. We can give you some comparative figures. 
The municipalities and co-ops will show an increase from the present 
fiscal year 1951 from about 8.8 billion kilowatt-hours to 11.5 billion 
kilowatt-hours in 1954, or an increase of about 2.7 billion kilowatt- 
hours. 

Mr. Coupert. Over 3 years. That is 30 percent altogether? 

Mr. WessEeNAvER. That is right. 

Mr. Couprrr. Ten percent a year; or 30 percent altogether? 

Mr. Wessenaver. That reflects our present-day estimate of the 
rate of growth. The Federal agencies will increase from about 2.8 
billion kilowatt-hours to 11.7 billion kilowatt-hours in the same 
period of time. 

Mr. Couprrt. That is largely because of defense operations which 
will be affected by circumstances? 

Mr. Wessenaver. The Atomic Energy Commission is the major 
bulk of that. For industries which we serve directly -—— 

Mr. Gore. Which is mostly aluminum and chemicals? 

Mr. WessenaverR. Aluminum, chemicals, ferro-alloys, and related 
industrial uses will grow from about 6.5 billion kilowatt-hours to 
about 9.7 billion kilowatt-hours. 

Mr. Couprrt. Have any large industries located in that area in 
recent years? 

Mr. WessENAUER. Yes. 

Mr. Coupert. Or does this represent the growth of existing com- 
panies? 

Mr. Wessenaver. It is a combination of both. A number of the 
existing companies have added to their facilities, and there are a 
number of others which have recently executed contracts to begin 
construction of new plants. 

Mr. Gore. Will you at this point also indicate what your municipal 
and rural cooperative load increases will be? 

Mr. WessenAveErR. That was the ‘first figure I gave. It was from 
about 8.8-billion to 11.5 billion kilowatt-hours. 

Mr. Cuiapp. Those figures illustrate the point I was making as to 
the way we are forecasting for 1954. If we were to forecast on the 
basis of the rate of growth in the last few years, we would be showing 
a much larger requirement than we actually show, because the forecast 
we are making, so far as municipalities and cooperatives are concerned, 
is at a rate of about 250,000 kilowatts increase each year instead of 
325,000 kilowatts which we experienced during the past 2 years. Of 
course, on the percentage basis, as the system gets larger, the actual 
amount represents a slower rate of growth. 

The reason we are forecasting a decrease in the rate of growth of 
the loads of municipalities and cooperatives is because we are assuming, 
with the shortage of materials, there will be fewer appliances to buy 
for use in farming and in the homes, and that will reduce the rate at 
which the increased residential use will go up compared with the past. 
If we are mistaken in that assumption, then the actual increases that 
will take place in the municipal and cooperative loads will be sub- 
stantially greater than the forecast. 

Mr. Yares. In other words, you are using very conservative esti- 
mates of increase in that respect? 

Mr. Cuapp. Extremely so. 
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Mr. Coupert. Against that high estimate and assuming a continu- 
ous growth of Government agencies in connection with the defense 
operation, it might conceivably, if the good Lord is kind to us, be 
less rather than more, and obviously it might be very much more. 

Mr. Criapp. That is right. This is a very uncertain period in which 
to make reliable forecasts. 

Mr. Gore. I think it might be pointed out here that we people in 
er area who must depend on the TVA and the TVA alone for our sup- 
my of electricity realize very well that danger, because under the 

A Act itself the Uti prevewe agencies, if need requires, have a 
priority on your supply of electricity. 

Mr. Ciapp. And all of us realize that in the event the Atomic 
Energy Commission was to change its plans or add features to its 
operation, which could be accomplished in a much shorter time 
than it takes us to build additional power plants, the burden would 
be upon us to supply it, and when you reach the point where there 
is not any more power to be obtained, you would have to take a 
away from somebody else. And the circumstance we are living i 
at the present time and the prospect we face in this coming fall is is 
one of extreme tightness of power supply. The weather and events 
between now and this coming fall can create a serious power shortage. 
And that could be repeated in the 1952 peak; it could be repeated in the 
1953 peak ; and if this new program is not begun, a severe shortage is a 
certainty for 1954. 

Mr. Yates. May I interject there? When you say “serious power 
shortage,’ would that be true with respect to the entire system, or 

articular part of it? 

Mr. Cuapp. It would be true with respect to our whole area. We 
would then be faced with the question of who will be kept going. 
Obviously we are not going to stop the Atomic Energy Commission; 
we are not going to stop important national defense industries, pr ivate 
or governmental. Yet when you begin to try to take power, to take 
electricity, away from rural consumers, for example, there you are 
dipping into the economics and productivity of farming quite aside 
from the question of comfort and convenience. 

Mr. Covupert. I would like to say that the constituents of Mr. 
Gore and the other residents of that area are very fortunate that he 
is here to represent them, because creo Pah five years on this Appro- 
priations Committee I have noticed Gore is a very valiant 
champion for the TVA and municipal and cooperative users of electric 
power. I hope that somewhere along the line you will find it possible 
to immortalize my distinguished colleague (Mr. Gore] by naming a 
dam or a steam plant after him. 

Mr. Anprews. I wish to concur in what the gentleman from New 
York [Mr. Coudert] has to say in that regard. 

(After discussion off the record:) 

Mr. Gore. Thank you, Mr. Coudert. TVA is a vital concern of 
the people of that area. 

Mr. Clapp, as you have observed, this is the most informal hearing 
you have had before this committee in a long while. I have a feeling 
it is productive of information, which is the real purpose of the hear- 
ing, and, if agreeable to you and the other members of the committee, 
we will proceed in that way. We will bear in mind we want your 
general statement as nearly chronological as possible, but when 





aa 












ic 
ts 
ne 


ld 


its 
re. 
he 


5a 


of 
ing 
ing 
ar- 


ee, 









ry 
b= 
ie 
i 








609 


questions occur to members of the committee, I hope they will feel 
free to ask them at that point. 

Mr. Couprert. Maybe it might be appropriate, then, to get in the 
record those points that we got when we discussed the matter in- 
formally before. : 

Mr. Clapp, has there been any material increase in the territory 
served by TVA transmission lines and in the distribution of power in 
recent years? 

Mr. Cuapp. Substantially none. The area we serve, with the 
exception of a few very small cooperative developments around the 
edge, is the same as it was in 1945. 


PURCHASE OF POWER FROM ADJOINING POWER COMPANIES 


Mr. Coupert. I note that for 1952 you expect to purchase power 
from adjoining power companies outside your area to the extent of 
some $11 million, representing some 2 billion bilowatt-hours. I take 
it that means that without extending your territory you have had to 
draw power from outside sources to meet your existing loads. 

Mr. Cuarr. That will be the case in fiscal year 1952, Mr. Coudert. 
The main reason for those purchases is the accelerated schedule of 
construction for the expansion of Oak Ridge atomic energy facilities, 
which we will be able to take care of when the new capacity we are 
building comes onto the line. In the meantime, we have to find 
outside power for them. 

Mr. Couperr. | wonder if you might briefly define kilowatt capacity 
and kilowatt-hours for the benefit of the committee. 

Mr. Crapp. I am going to defer to our power manager to define 
those terms. 

Mr. WessENAvUER. Kilowatts represent the rate at which energy is 
produced, and a kilowatt-hour represents the work of a kilowatt for 1 
hour. You might use as an analogy a comparison of a man and a 
man-hour. You have a man, and if he works for an hour, it is a 
man-hour of work. If you have a kilowatt and it works for an hour, 
it produces a kilowatt-hour. Normally, in your own home use, the 
electric bill will show how many kilowatt-hours were used. 

Mr. Coupert. The kilowatt is a measure of power? 

Mr. Wessenaver. The measuring unit is a kilowatt-hour in the 
home. In other words, you may have turned on your electric range, 
for example, and that would use, say, 2 kilowatts, and if you cook for 
an hour, that would be 2 kilowatt-hours. Another time you may 
have only a few lights and may be using only a fraction of a kilowatt 
for a greater number of hours. 

Mr. Coupert. In other words, a kilowatt-hour represents the total 
amount of electricity produced and used? 

Mr. Wessenaver. That is right. 

Mr. Couprrt. And a kilowatt represents the electrical capacity 
of the production equipment? 

Mr. Wessenaver. The rate of capacity. The reason why you 
have to have a lot of kilowatts is because many users of electricity 
vary their use of kilowatts, and we have peak requirements that come 
at certain hours in the day. Therefore, we may have to have 3 
million kilowatts to carry the peak hour when the maximum demand 
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is upon us, while in the night hours the hourly use may drop to as 
low as 1.5 million kilowatts. 


Mr. Couperr. Your average production is necessarily less than 
your peak production? 
Mr. Wessenaver. Right. 


PEAK LOAD IN VARIOUS AREAS 


Mr. Gore. At this point you might indicate to the committee how 
your peak load moves geographically in the service area—at what 
hours you have a peak load in a given area and how it differs, say, 
between Knoxville and Memphis. 

Mr. Wessenaver. Generally the maximum hourly peak of the year 
occurs in the wintertime around 6 p.m. We happen to serve an area 
astride the time zone with the greater part of our area being in the 
central time belt. From about here west [indicating on map] we are 
in the central time zone, and on this side [indicating] we are in the 
eastern time zone. 

Mr. Yates. That is about east and west of Watts Bar Dam? 

Mr. Wessenaver. That is right. So that we find the peak loads 
in the eastern area occurring a little earlier than the western area peaks. 
Therefore, we get some diversity in the timing of our peaks, which is 
advantageous in maximizing use of the power capacity we have. 

We have another peak in the morning, which is mainly an industrial 
peak, but in the wintertime, when the days are short and lighting 
comes on earlier, we have a very sharp peak around 6 o’clock, and 
that peak is controlling from early December until the middle .of 
February. During the rest of the year, the morning peak is the pre- 
dominant peak of the load in the daily load cycle. 

Mr. Yates. Does not the reserve factor occupy an important part? 
In other words, you reach certain peaks for which you have to provide 
service; is there not a reserve factor that has to be taken into con- 
sideration because of power failures along the line, possibly, or because 
of the necessity of providing additional service? 

Mr. Wessenaver. Very much so. The peak loads which Mr. 
Clapp has been referring to, for example, of 6.1 million kilowatts in 
1954, represent the average use during an hour. The actual use does 
not remain constant during the hour, but within the hour may peak up 
instantaneously to quite a sizably larger amount. So that we must 
always have an operating reserve to allow for variations within the 
peak hour, and in addition to allow for the possibility of machines 
getting into mechanical difficulty. We must also have enough 
operating reserve to allow for fluctuations resulting from the fact that 
the systems are tied together as ours is now with adjacent systems. 
As power flows back and forth over the system ties, you have variations 
that occur within the hour; so that you must have some reserve ca- 
pacity to allow for those variations that occur. All of which means, 
when we speak of an assured capacity of 6,176,000 kilowatts, that is 
the capability of the system less an allowance for operating reserves. 
It is the amount of load which could safely be carried measured in 
terms of the average peak load within the hour. 

Mr. Yates. In other words, the approximately 6 million Mr. Clapp 
gave is the figure you need minus the reserve; is that correct? 

Mr. WessENAUER. That is correct. 
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OPERATING RESERVE OF ELECTRICAL POWER 


Mr. Yates. So that your operating reserve should be added to that? 
Mr. WessEenaAvER. That is right. 


Mr. Yates. What percentage is that; what additional amount of 
capacity will you need? 

Mr. Gore. More, I fear, than you have projected. 

Mr. Wessenaver. It will be in the neighborhood of 500,000 
kilowatts for that purpose. 

Mr. Yates. In addition? 

Mr. WEsSENAUER. Yes. 

Mr. Yates. What percentage is that, roughly? 

Mr. Wessenaver. That is about 8 percent. 

Mr. Yares. Is that 8 percent usually accepted in your business as 
being the correct factor for an operating reserve? 

Mr. Wessenaver. The amount of operating reserve varies some- 
what from system to system. I think this would be generally accept- 
able for this kind of a system. You see, we have a combination hydro 
and steam system, and at the time of our system’s peak loads we have 
this happening to us, which is not true of an all-steam system: for 
example, in December our reservoirs are drawn down to the minimum 
level in order to be ready to catch the flood waters in the spring. That 
means that all during the early months of the year we have the lowest 
head on those plants and the generating machines are not capable 
under the circumstances of reduced head of putting out their full 
rated capacity. 

Another thing that can happen to us is that during heavy flows in 
the lower river the tail water rises much faster than the head water in 
the lake; so that we have a corresponding reduction in the head of the 
main river plant; which means the machines cannot turn out their 
rated capacity under those circumstances. 

So that in determining our operating reserves, we must allow for 
those possibilities occurring, in addition to the possibility of mechanical 
failure of two or more units. 

Mr. Yares. Then this 8 percent may not be enough? 

Mr. WesseNnavEer. The figure I gave you is what I believe would be 
reasonably prudent to provide. 

Mr. Yates. Taking all things into consideration? 

Mr. Wessenaver. A prudent provision for operating reserve. It 
won’t take care of every possible contingency, but it will take care of 
the most of them. 

Mr. Cuapp. In projecting the forecast of our requirements into the 
peak of 1954, we have also made a rather limited estimate of what 
might take place with respect to new Federal agency loads. We are 
assuming for certain an increase there during 1954 of about 170,000 
kilowatts, mostly for the recently increased estimated requirements of 
the Arnold Engineering Development Center for their wind tunnel 
experiments. 

(After discussion off the record:) 

Mr. Crarr. The forecast with respect to Federal agency require- 
ments in general does not, for example, assume any facility not now 
known about in atomig energy or any major new project of that kind. 
I think if we have erred in this forecast with respect to that type of 
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ease agency load, we have erred on the side of not forecasting 
enough. 

With respect to industrial consumers, there we are forecasting in- 
creased industrial requirements of various kinds that will be at least 
220,000 kilowatts during 1954. 

If I might recapitulate the figures that-relate to those three types of 
users, We are assuming a 250,000-kilowatt increase for municipal and 
cooperatives in the year 1954, at least 170,000 kilowatts of new addi- 
tional load of Federal agency operations, and 220,000 kilowatts for 
industrial or national defense developments, presumably private. 

(After discussion off the record: } 


INCREASED POWER FOR FEDERAL AGENCIES, 1951-54 


Mr. Coupert. Mr. Clapp, what is the comparison between the 
increase for the agencies that you estimate for 1954 and the increases 
of those same agencies in the aggregate for 1951, 1952, and 1953? 

Mr. Cuapp. Mr. Coudert, the increase that we are estimating for 
1954 is substantially less percentagewise than we are certain of for 
1951, 1952, and 1953. 

Mr. Covupert. But it is on top of the very large increase in 1951, 
1952, and 1953? 

Mr. Cuapp. That is correct. 

Mr. Coupert. What is the total increase for 1951, 1952, and 1953? 
Are those the figures Mr. Wessenauer gave us? 

Mr. Crapp. That is right. 

Mr. WessENAUvER. I believe I gave them through the fiscal year 
1954, 

Mr. CoupErt. Then what I would like would be to get the picture 
of the increase in 1951, 1952, and 1953 in order to see what in 1954 is 
coming on top of that. 

Mr. Gore. Even though you have given them, will you state them 
again? 

Mr. WessENAvER. Perhaps I might put it in the form of a table. 

Mr. Gore. But cite them for us now orally. 

Mr. WessENAvER. Which category would you like? 

Mr. Couprrt. Let us take Federal agencies. 

Mr. WessENAUER. Let us start with the fiscal year 1950, which is 
past, and I will give you the actual figures. In the fiscal year 1950, 
municipalities and cooperatives used 7,290,000,000 kilowatt-hours; 
in the fiscal year 1951, it will be 8,780,000,000 kilowatt-hours. 

Mr. Couprrt. Representing an increase of? 

Mr. WessENAvER. Of 1,490,000,000 kilowatt-hours. In 1952, it is 
10,050,000,000 kilowatt-hours, an increase of 1,270,000,000 kilowatt- 
hours. In 1953, it is 10,800,000,000 kilowatt-hours, an increase of 
750,000,000 kilowatt-hours. In 1954, it is 11,500,000,000 kilowatt- 
hours, an increase of 700,000,000 kilowatt-hours. 

Mr. Coupert. Does that represent a slight decrease in your esti- 
mate of the previous year? 

Mr. WessENAUER. Yes. 

Mr. Coupert. Of 50,000,000? 

Mr. WessENAUER. From 750,000,000 down to 700,000,000 kilowatt- 
hours. 
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INCREASED POWER FOR INDUSTRIAL USERS 


Mr. Gore. That raises the question in my mind, representing the 
people who ae on you, that I am not sure there is going to be 


any leveling off. There has been no leveling off thus far; there has 
been a constant increase. Are you sure you are estimating enough? 

Mr. WessENAUER. I might explain how we have tried to estimate 
the requirements of the municipalities and cooperatives. We have 
broken that down into subcategories of domestic and residential use, 
the small users, of commercial or industrial establishments using less 
than 50 kilowatts; and a third category of industrial establishments 
using 50 kilowatts or more. In projecting that, we have taken for 
the guide the experience we had during World War II following 
Pearl Harbor when availability of appliances was reduced. That does 
not mean that residential use, for example, will go down but will taper 
off if materials are restricted to appliance manufacturers and as mate- 
rials are restricted to the distribution systems for extension of the 
service to additional customers. . 

We have also recognized the fact that we are approaching comple- 
tion of the rural electrification coverage, so that we recognize, as we 
have reached 85 percent, that the rate of growth in serving the 
remaining 15 percent will be less rapid than we have had in the last 
5 years, for example. 

Mr. Coupert. I am sure Mr. Gore must have noted as to the years 
he mentioned that the increase was 1,500,000 each year. 

Mr. Gore. I certainly did notice it. 

Mr. Couperr. And the Authority is not excluding your con- 
stituents. 

Mr. WessENAUER. On the other hand, for industrial users, served 
by the municipalities and cooperatives, we have accelerated that over 
the past 5 years because, following the temporary cut-back in late 
1949, we have had an accelerated industrial use and multiple-shift 
operations that have reflected a more rapid rise. 

Mr. Gorr. Maybe you had better give us, then, the exact figures 

Mr. Wessenaver. I| have those also in tabular form. Residential 
use is growing from 2,800,000,000 kilowatt-hours in 1950 to 3,400,- 
000,000 kilowatt-hours in 1951, 3,900,000,000 kilowatt-hours in 1952, 
4,100,000,000 kilowatt-hours in 1953, and 4,350,000,000 kilowatt-hours 
in 1954. 

The large industrial users are growing from 2,600,000,000 kilowatt- 
hours in 1950 to 3,200,000,000 kilowatt-hours in 1951, 3,800,000,000 
kilowatt-hours in 1952, 4,200,000,000 kilowatt-hours in 1953, and 
4,500,000,000 kilowatt-hours in 1954. 

Mr. Covupert. You are assuming a fairly even increase each year. 

Mr. WessENAUER. Yes. 

Mr. Gore. You did not give the increase per year. 

Mr. WessenAver. On the residential use, it went up in 1951 about 
600,000,000 kilowatt-hours, 500,000,000 kilowatt-hours the next year, 
about 200,000,000 kilowatt-hours the next year, and something over 
200,000,000 kilowatt-hours in the next year. ; 

Industrial use, about 600,000,000 kilowatt-hours in 1951, about 
600,000,000 kilowatt-hours in 1952, about 400,000,000 kilowatt-hours 
in 1953, about 300,000,000 kilowatt-hours in 1954. 
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Mr. Yares. Are those industrial figures predicated upon the coming 
in of new industries as well as the expansion of existing industries? 

Mr. Wessenauer. Yes; it will be both. Again I want to make 
clear that those are the industrial loads served by the municipalities 
and cooperatives. I have not yet given figures for the large power 
users. I think that covers municipalities and cooperatives. 

Next is the Federal agencies. The Federal agencies in the fiscal 
year 1950 used 2,550,000,000 kilowatt-hours; for this year we estimate 
2,770,000,000 kilowatt-hours, an increase of 220,000,000 kilowatt- 
hours; for the fiscal year 1952 we are estimating 5,900,000,000 kilo- 
watt-hours, an increase of about 3,100,000,000 kilowatt-hours; for 
the fiscal year 1953, we will reach 9,400,000,000 kilowatt-hours, or an 
increase of about 3,500,000,000 kilowatt-hours; in fiscal 1954 it will be 
11,660,000,000 kilowatt-hours, an increase of nearly 2,300,000,000 
kilowatt-hours. 

Now, the industries which are served directly by TVA, such as 
aluminum, chemical, and ferro-alloy industries, used about 5,300,- 
000,000 kilowatt-hours in fiscal 1950; for this year we estimate a 
use of 6,550,000,000 kilowatt-hours, or an increase of 1,250,000,000 
kilowatt-hours; for fiscal year 1952, we estimate a use of 7,250,000,000, 
kilowatt-hours, or an increase of about 700,000,000 kilowatt-hours; in 
1953, we estimate 8,150,000,000 kilowatt-hours, or an increase of 
about 900,000,000 kilowatt-hours; in fiscal 1954, 9,740,000,000 kilo- 
watt-hours, or an increase of about 1,600,000,000 kilowatt-hours. 

Mr. Yarrs. Do you have any actual knowledge that those indus- 
tries intend to expand their facilities so that these additional loads 
will be demanded? 

Mr. WessENAvER. To give you an illustration of what has hap- 
pened, during the last 6 to 8 months, we have completed negotiations 
with new industrial users either for expansion of plants now in existence 
or for new plants which will require about 200,000 kilowatts of capac- 
ity, or in terms of kilowatt-hours, that would be about 1,600,000,000 
kilowatt-hours. 

Mr. Yates. Those are firm contracts? 

Mr. WessENAUER. Yes, sir. Those are broken down into cate- 
gories such as ferro-alloys, which you gentlemen know are used in the 
steel industry, graphite and carbon products used or making elec- 
trodes, which are used in the chemical and steel furnaces, or Boma 
for furnaces, some of which is used in connection with the atomic 
energy program. We have an expansion in chemicals such as car- 
bide, which is useful in the synthetic rubber program and the new 
fiber programs. Those are some illustrations of the kinds of develop- 
ments which have taken place in a relatively few months. 

We have currently—during the last 30 days—had inquiries which, 
if they all were to materialize, would take another 300,000 kilowatts. 
Obviously they won’t all decide to locate in the Tennessee Valley, 
but a number of them show an interest. 

(After discussion off the record.) 

Mr. Gore. Proceed, Mr. Clapp. 


EFFECT OF SHORTAGE OF CRITICAL MATERIALS ON FORECAST OF POWER 
REQUIREMENTS 


Mr. Ciarp. Mr. Chairman, I think those figures Mr. Wessenauer 
has cited and the explanation as to how we forecast these require- 
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ments indicate that we are forecasting on a very tight basis. As I 
said a moment. ago, if we have erred, I am afraid it is on the side of 
not forecasting enough. 

Now, there is this factor that we do keep in mind. If appliances 
and materials that make for increased use on the part of small con- 
sumers around the valley are reduced because there is more national 
defense development and expansion—if it works out that way, one 
factor tends to offset the other in a degree at least. If materials are 
available and appliances are available, presumably it will be because 
there is less pressure to mobilize production for the coming emergency, 
and that factor will offset some of the increase in small consumer use. 

Mr. Gore. In which event you might have a corollary increase in 
the other categories. 

Mr. Cuiapp. That is correct. 

Mr. Gore. One thing I think should be noted here, particularly in 
view of what Mr. Wessenauer said about the shortage of critical mate- 
rials for appliances, is that Mr. Wilson in his speech the other night 
indicated that within 2 years it was his estimate that our productive 
capacity could be increased to a point at which not only could the 
war demands be supplied but also the civilian demands. Now, you 
have not taken that into consideration; have you, Mr. Wessenauer? 

Mr. Wessenaver. Well, we have not if that means that appliances 
would be as readily available in the intervening years as has been 
true in the past year and if at the same time we produce all we can 
from the new facilities that are being provided in connection with the 
mobilization effort. 

(After discussion off the record.) 


' 


FUTURE AVAILABILITY OF POWER FROM OUTSIDE SOURCES 


Mr. Coupert. It seems to me there is one other relevant factor 
in this estimate of future requirements, and that is the availability 
in the future of power to be obtained from outside sources which you 
are using and planning to use through 1952. Have you any knowl- 
edge, information, or estimate as to that? Will you be able in 1952, 
1953, and 1954, as far as you can estimate, to draw power from any 
of those areas that now are interchanging power with you and selling 
you power? : 

Mr. Crapp. The load growth we are experiencing in the area we 
serve, generally speaking, is being experienced by neighboring areas— 
with some variations, of course. 

Mr. Coupert. Are their facilities being increased at the same time? 

Mr. Criapp. Their facilities are also being increased. But we find 
when we go to th€m for large amounts of power to meet this 
emergency—for example, the Oak Ridge expansion—they are not 
prepared to commit those quantities of power for any indefinite period, 
because they know or are assuming, while they can take that out of 
their operating reserves from time to time, they cannot commit 
themselves to those quantities of power for any period. 

Mr. Covupert. Essentially, then, you are planning ultimately to 
be self-sufficient, which perhaps is as it should be; I do not say it is 
not. 

Mr. Cuapp. I wish we could feel that might be the case, so that we 
were counting only on an economic interchange of power that is 
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advantageous to both parties. But you recall I cited a figure of 
6,176,000 kilowatts of assured capacity which would be on our system, 
including the mobilization projects, by the peak season of 1954, 
to meet a load forecast of 6,100,000 kilowatts, leaving us a margin 
of 76,000 kilowatts which, under any reasonable definjtion, cannot 
be regarded as self-sufficient. 

Mr. Yares. What is that 76,000 in terms of percentage? Mr. 
Wessenauer gave the figure of 8 percent as being a safe reserve for 
the margin. What does 76,000 represent? 

Mr. Crarr. The 76,000 kilowatts is not the same as the operating 
reserve that Mr. Wessenauer talked about. 

Mr. Yates. Is there any comparison? He [Mr. Wessenauer] shakes 
his head ‘‘Yes’’; you seem to say ‘‘No.” 

Mr. Cuapp. Six million one hundred thousand kilowatts of assured 
capacity is after you have discounted the capability of the system to 
allow for operating reserve margins. This 76,000 kilowatt margin I 
was referring to is the difference between our assured capacity and the 
load we expect to meet. It is a margin which we might in the mean- 
time commit for service to some additional user. 

Mr. Gore. You would not have much to commit. 

Mr. Crapp. It is about 1 percent of our total system capacity. 

Mr. Yates. Is that a figure which may be compared to the 8 percent 
to which Mr. Wessenauer testified before as being a safe reserve? 
In my interrogation before I asked Mr. Wessenauer what would be a 
safe reserve to have on hand to take care of fluctuations beyond your 
peaks. He said 8 percent capacity would be a figure, as 1 gathered 
from his testimony. 

Mr. WessenaAvueER. That is correct. 

Mr. Yates. May this 1 percent or less than 1 percent which Mr. 
Clapp testified be compared to that? 

Mr. WesseNnAveER. Only in this way. The 8 percent represents the 
capacity needed for operating reserves. Normally systems would like 
to have, if possible, for load developments which cannot be predicted 
exactly this far ahead—some 5 or 10. percent additional. This is just 
a little over 1 percent. 

Mr. Cuiapp. But a reserve for a different purpose. 

Mr. Couperr. Except here you have only an estimate of 4 years 
ahead and the other is certain capacity, because one is assured power 
and the other is an estimate. It might be a great deal less and it 
might be a great deal more. * 


RESERVE OF POWER SUPPLY BY PRIVATE UTILITY COMPANIES 


Mr. Gore. At any rate, the difference between the two is very 
narrow. 

Mr. Clapp, do you have informtion with respeet to the plans of 
private utility concerns to augment their power capacity? 

Mr. Ciapp. We know in general, Mr. Chairman, that they have a 
large construction program under way in most parts of the country. 

Mr. Gore. Over the country as a whole, what is the margin of 
reserve of power supply? 

Mr. Crapp. In the public announcements that have come from the 
utility industry, most of their announcements refer to a reserve 
including operating reserves of at least 15 percent which they expect 
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to hee on hand next year, and on into the future as they continue to 
build. 


FEDERAL POWER COMMISSION REPORT ON POWER RESERVE 


Mr. Gore. What does the Federal Power Commission say about 
the reserve of power production? 

Mr. Crapp. The Federal Power Commission reports, of course, 
show great differences between regions. The power situation in the 
Southeast, which includes the Tennessee Valley service area, is one of 
the tightest areas of power supply that there is. The Northwest is 
also tight. The last report of the Federal Power Commission I have 
seen, I believe, showed no region in the eastern United States that had 
an actual reserve of 15 percent. 


EFFECT OF POWER SUPPLY ON INCREASED PRODUCTION 


Mr. Gore. Generally speaking, is not power supply one of the really 
acute bottlenecks to increased production in the country? 

Mr. Crapp. I think there should be no question about that. There 
is one point I should underscore in connection with it, and that is the 
factor of time. It is possible to build an aluminum plant in 8 months 
to make pig aluminum or aluminum ingots. To build a power supply 
to provide electricity for those pot lines takes at least 2% to 3 years. 

The same is true with respect to chemical operations. You can 
build plants that will use electricity in much less time than it takes 
to build d the power supply. 


We are experiencing almost every month requests for demands for 


additional power which we must meet within the next 8 or 12 months, 
because the user will be able to build facilities in that time, but for 
which we have made no provision in our previous forecasts of what 
the requirements of this year were going to be. We have urged 
strenuously for these past few years that a much sounder basis upon 
which to approach the construction of future power supply in this 
country as basic to our national production program would be to stock- 
pile power, if you want to put it that way, by building more capacity 
than you can specifically justify on the basis of known requirements, 
knowing that if you have the power available over the country 
and particularly in an area of as great strategic importance as this is, 
those who make decisions as to what expansion is necessary in national 
defense production will have more leeway and latitude in which to 
make their judgment and not have a bottleneck of power determining 
what can be done with respect to the end product, such as airplanes, 
motors, steel, and the like. 


TVA CONTRACTUAL INTERCHANGE AGREEMENTS WITH OUTSIDE UTILITY 
SYSTEMS 


Mr. Couprrt. How many other outside public-utility systems are 
you drawing on now and planning to draw on—three or four? 

Mr. Crapp. Oh, no. It is more than that. It would be close to 15. 

Mr. Gore. Will you put in the record at this point the private 
power concerns with which you have interchange arrangements? 

Mr. Criapp. We will be glad to do that. 

(The information requested is as follows:) 
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Utitiry Companies Wita Wuicn TVA Has ConrractuaL INTERCHANGE 


ARRANGEMENTS 
Alabama Power Co. Indiana & Michigan Electric Co. 
Appalachian Electric Power Co. Kentucky Utilities Co., Inc. 
Arkansas Power & Light Co. Kentucky and West Virginia Power Co. 
Carolina Power & Light Co. Louisville Gas & Electric Co. 
Cincirfnati Gas & Electric Co. Mississippi Power Co. 
Georgia Power Co, Mississippi Power & Light Co. 
Gulf Power Co. Public Service Co. of Indiana, Inc. 


Mr. Coupert. It seems to me that it would be relevant to this 
committee to have some estimate as to what their planned capacity 
will be in 1953 and 1954 and as to whether they are planning for a 
margin based upon their estimate of the load and capacity coming 
into effect. Because if you had in the outside areas available to be 
drawn upon by their estimates a 15, 10, or 5 percent reserve of power, 
it seems to me it leaves you in a pretty safe position, and if you should 
be wrong in your estimates, overconservative, or your facilities not 
sufficiently developed, then at least you would have that security. 

Mr. Cuiapr. We will supply some information on that. 

(The following information was supplied:) 

Information based on reports of the industry, including load estimates sub- 
mitted to the Federal Power Commission in December 1950 reports, indicated 
that the combined reserve margin, including operating reserves, in 1953 for TVA 
and the other systems of the Southeast may be about 10 percent. Including all 


the various systems with which the TVA system is connected the combined 
margin may be as much as 15 percent. 


Mr. Ciapp. May I give you one illustration of how short this power 
supply is all around this area? When the Atomic Energy Commission 
made its plan for this new facility at Paducah, Ky., they specified 
1,000,000 kilowatts of capacity to serve their needs. Now, they 
asked us to supply one-half of it. That is 500,000 kilowatts. In a 
system as large as ours, 3,000,000 kilowatts, if we were operating with 
large margins, why, we might have been able to say ‘‘Well, we can 
supply a large part of that, and we will begin to get the rest of it from 
various other places, and we won’t need to add to capacity to serve 
you.” Presumably, on the other hand, if neighboring private utilities 
adjacent to Paducah had or were counting on substantial margins for 
development purposes in the future, they would have been able to say 
to the Atomic Energy Commission ‘‘We will scrape up 500,000 kilo- 
watts and commit it for the life of that operation, for an indefinite 
period.” But they were not able to offer 500,000 kilowatts and we 
were not able to offer 500,000 kilowatts; so the only way the require- 
ments of the Atomic Energy Commission could be met was to build 
equivalent capacity to serve it, and private utilities combined into a 
five-group separate corporation and took one-half of the AEC load to 
be supplied by a new steam plant as we are also doing. 

Mr. Covuperr. Is that the corporation you referred to earlier in 
your testimony? 

Mr. Cuarp. The Electric Energy, Inc., has undertaken to build a 
completely new plant to serve that 500,000-kilowatt load. These 
neighboring utilities do not have any substantial margin TVA can 
rely on for the indefinite future. 

Perhaps in meeting increment of 10,000 or 15,000 kilowatts of load 
we can scrape it up from somewhere and keep it going for awhile, 
until we get new capacity, but the way these national defense develop- 
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ments take place is by increments larger than that, and they come 
almost without warning. 

I have an example to relate off the record. 

(Discussion off the record.) 

Mr. Gore. It is now time for lunch. We will come back at 1:15. 


TVA POWER RATES 


Mr. Gore. Mr. Clapp, just before recessing for lunch, Mr. Yates 
raised with me the question of power rates, particularly the rates on 
which you purchase power and sell power, and the comparison of 
the rates of the purchase with the rates of production by your own 
facilities. 

Will you address your remarks to that? 

Mr. Crark. First, about TVA rates themselves—you will under- 
stand from the discussion this morning TVA’s function is to generate 
and transmit power. The municipal and rural electric cooperatives 
distribute it to the ultimate consumer and pay us a wholesale rate 
for it. The wholesale rate to the municipalities and the rural electric 
cooperatives ranges from around 4 mills to 6 mills, depending on the 
size and certain factors of the load. The rates we charge to Federai 
agencies again are influenced by the nature and size of the load, but 
by and large, come closer to the rates that we charge to municipalities 
and rural electric cooperatives. As the Federal agency load has 
grown in such great quantities, requiring the construction of specific 
additional facilities to meet that load, we have to reflect the increased 
cost of that new source of power in the rates we get, for example, from 
the Atomic Energy Commission. 

Mr. Yares. I wondered specifically as to the rates that you paid 
to purchase power from private utilities. I know Mr. Coudert asked 
you to list the utilities from whom you purchased power. Would it 
be convenient for you to list the prices you paid? 

Mr. Crapp. We can give you the rates that are in the record in 
some detail. Let me generalize this way: The rates that we pay to 
neighboring utilities for power brought into the area as a rule are 
higher than our own costs of generation. The rates, in some instances 
may go up as high as 6, 7 and at times up to 10 mills. On some of 
this power we purchase from the outside the rate we pay will depend 
upon the sources from which we are buying this power, and the kind 
of capacities these neighboring utilities put on the line in order to 
give us what we have to have. For example, if they have good 
hydro capacity which otherwise would not be operating, and we say 
that we would like to get some power, we would get that at a rate 
closely comparable to our own. ‘There is not any such capacity avail- 
able these days among our neighbors or in our own system; conse- 
quently, when we go to them to collect an emergency power supply, 
let us say, for this Atomic Energy accelerated program, we have to 
agree to pay whatever rates they set, based upon the source from 
which they have to generate it. 

Mr. Coupert. In effect, based on their costs? 

Mr. Ciapp. Yes. A system to the north of us that is primarily a 
steam system will have a large variety of steam plants. Some of them 
are more efficient than others. Their practice, as is ours, is to keep 
the most efficient plants running, and shut down on the less efficient 
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ones, except as their requirements necessitate putting these higher- 
cost plants on. 

When we go to them and ask, “(Do you have any reserve capacity 
you can put into use to supply us for an emergency period with X 
number of kilowatt-hours” they say, ‘(We can start up this steam 
plant, but it will cost so much to supply that power.” 

The interchange arrangements are of a different character. There, 
we in effect integrate specific facilities, sometimes by arrangements 
over the hour, over a day, or as is convenient to both systems, where it 
is to their advantage to take from us power that is cheaper than some 
of their less efficient plants. “Vice versa, on other occasions, it will be 
more efficient for us not to run some of our plants and take some of 
their idle capacity, which is more efficient than some of ours. That is 
priced mutually upon a basis of splitting the savings between the two. 

Mr. Gore. You may proceed with your statement. 


Funps For AcqQuIsIvIOn oF ASSETS 


Mr. Cuiapp. The discussion this morning related exclusively to the 
proposals that we are making for additional power supply to meet the 
requirements for 1954. In that program, as we described it this 
morning we account for some $236,000,000 of the total appropriation 
request of $248,568,000. In addition to these power facilities, steam 
and hydroelectric, we have in our capital plant budget, which is shown 
in statement A-1 as “Acquisition of assets,” a total of $241,732,000, 
which includes the program we described this morning covering the 
$236,000,000. The difference between those two figures, some $5,000,- 
000, is made up of a number of small items, $78,000 in navigation 
facilities, which is in part for dredging and for work on the locks. 

The largest item is $1,500,000 for chemcial facilities, which the com- 
mittee will notice is less than half of the amount that we have available 
for that program this current fiscal year and the preceding year. This 
item is made up of three things: We are reaching a point in some of 
our phosphate-mining operations in middle Tennessee where certain 
mining areas are finished. We will have to establish a new mining 
operation a short distance away and install some new washing equip- 
ment and other facilities for that operation. 

Another part of that item is for the installation of some nitric acid 
facilities in our ammonium nitrate plant at Muscle Shoals, in order 
to reduce the overloading of the nitrate-acid towers in that operation. 

Mr. Gore. While you are on that, I have been reading that there 
was some discovery of a process by which some uranium content of 
the phosphatic ores could be obtained in conjunction with your super- 
triple-phosphate fertilizer production. What connection, if any, does 
the TVA have with that discovery or that development, or that 
eventual process? 

Mr. Crappr. We have very little relationship to that, Mr. Chair- 
man, for this reason: The Tennessee phosphate deposits, are of rela- 
tively less importance as a uranium source than the Florida deposits, 
or the phosphate deposits in the Rocky Mountain States. Most of 
that work, as I understand it, in which the AEC and chemical com- 
panies are collaborating, relates either to Florida deposits, or to the 
Rocky Mountain States. 
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I understand further that it is only a few of the phosphate rock 
deposits in Florida that have that character. We have not been in 
on the research or the operation. It seems to have no promise with 
respect to Tennessee reserves. 


NITRATE PRODUCTION FOR MUNITIONS 


Mr. Gore. Is your nitrate plant operating at full capacity? 

Mr. Cuapp. Yes. Our nitrate plant is producing ammonium 
nitrate at full capacity. Nitrate itself is a scarce material these days 
and will become more so. 

Mr. Gore. Is any part of your production going into munitions 
now? 

Mr. Crapp. At the present time we are supplying about 15 cars of 
anhydrous ammonia for the Army, between now and some time in 
July. That is not a large part of our production. The nitrate facili- 
ties of the country are in much better shape now than at the begin- 
ning of the last war. The agricultural requirements in the mean- 
time have grown, of course. 

Mr. Gore. They are very acute. 

Mr. Crapp. Yes. 

Mr. Gore. Most of your ammonium nitrate is sold through co- 
operatives? 

Mr. Cuiapp. That is correct. 

Mr. Gore. Do you undertake to exercise some regulatory powers 
over the mark-ups of this scarce material available only through this 
source in some instances? 

Mr. Crapp. The contracts that cover the distribution of TVA 
ammonium nitrate through the cooperatives, are designed to get the 
product to the ultimate consumer at the lowest possible cost. We 
are aware of the fact that there is some variation in practice among 
the distributors. We have been as vigilant as we can without setting 
up a large enforcement body to police every one of these contracts. 
On the whole it is our judgment that the cooperatives are doing a 
good job. They point out, of course, that even though some may 
put on higher mark-ups than others, the consumer member of the 
cooperative gets it back in the form of dividends when the bookkeep- 
ing accountings are made. Be that as it may, we discourage to the 
fullest extent that we can, any unreasonable mark-ups. 


Resource DEVELOPMENT ACTIVITIES 
TEST DEMONSTRATION PROGRAM 


Mr. Gore. I was in Washington County, Tenn., last Friday and 
saw what I believe is the finest example of the results of your test 
demonstration program. I found the farmers, there very interested, 
not particularly from the standpoint of what fertilizer they would 
get at reduced cost in cooperation with the program, but from the 
standpoint of the local community and county and agricultural 
development which would come and had come there by way of 
example. They were somewhat distressed, some of them who talked 
to me, that the program was being drastically curtailed and that per- 
haps some change was coming in the program. 
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I believe your budget request is considerably lower for that part 
of the program. 

Mr. Cuapp. It is drastically lower, Mr. Chairman. The amount 
that we have budgeted in 1952 on the basis of this appropriation 
request for the agricultural development program, which includes 
the test demonstration work, is about half of what it has been. The 
whole resource development program which makes up the part of 
the remainder of our new appropriation request is undergoing a rather 
drastic change, both as to volume and as to the way we hope to get 
things done in the valley. 

With your permission, I might just go right into that phase of the 
program. 

Mr. Gore. Yes, please do. 

Mr. Crapp. I would like to give the financial setting on it first. 

Mr. Gore. Give a general outline of the program. 

Mr. Capp. One of the interesting points of history in the origin 
of TVA was the construction, during 1917, of some nitrate plants at 
Muscle Shoals. Wilson Dam was built to go along with them to 
supply power. The reason why they were built at that time was to 
help this country become more self-sufficient on nitrate supply during 
the war. 

When the TVA was created, one of our jobs was to take those 
nitrate plants, which had not been operated since they were built, 
except for test runs, and rehabilitate them, keep them in good condi- 
tion for national defense purposes, should such an occasion arise, 
and at the same time use them as a means of devising new processes 
and new products for agricultural use—fertilizers, in short. 

We began some experiments in the development of the electric 
furnace for processing phosphate rock. Middle Tennessee is one of 
the three major places in the country where there are deposits of 
phosphate rock. Florida and the Western States are the other two, 
with larger areas of supply. ' 

In developing those new processes that would increase the efficiency 
and effectiveness of fertilizer materials, we were authorized under the 
TVA Act to have them tested out on farms under practical farming 
conditions, tests not confined to the conditions of an experiment 
station. 

We developed some new materials in larger quantity than had been 
produced before. The first major product we carried through the 
electric-furnace process was triple superphosphate, which is a fertilizer 
material that contains about 48 percent phosphorus pentoxide, which 
is about double the concentration of ordinary superphosphate. The 
triple superphosphate itself was not a new product but was one that 
was not widely used. The fertilizer manufacturers were not pushing 
its production or development because they did not think farmers 
would use it. 

While we were developing these processes in these chemical plants 
at Muscle Shoals, we sat down and faced the problem of their use 
and utility with the land-grant colleges of the seven valley States. 
With them we devised a test demonstration program that would find 
an e\perimental and testing outlet for these new products that we 
were experimenting with at Muscie Shoals. That program got under 
way by 1936 and 1937, our process work having reached a point where 
we could begin to produce some sizable quantities of the materials. 
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Over the years, say from 1937 up until the beginning of the war, this 
test demonstration program was supplying these experimental prod- 
ucts, these new phosphate materials, to one point where it reached as 
many as 30,000 farms, many of them organized into community groups 
under their own steam, agreeing to use these new products in a way 
that would support grass and cover crop culture, rather than too 
much emphasis upon row crops. 

Mr. Criapp. The land-grant colleges provided the supervision and 
the leadership through their county agent and extension services. 
The demonstration itself was the demonstration of the farmer who 
agreed to develop a plan for his farm and follow it. 


EXTENT OF TEST DEMONSTRATION PROGRAM 


Mr. Corron. Why was it confined entirely to the Tennessee Valley? 

Mr. Cuiaprp. It was not confined to the valley. By the time it got 
well under way a number of the other States expressed an interest, 
and we encouraged it, in getting similar programs on a smaller scale 
going on in their States. At one time, as many as 30 States had test 
demonstration programs, assisted through the TVA fertilizer products 
being produced. 

Mr. Corron. You charged for the products, but at reduced cost? 

Mr. Cxiapp. Initially because the products were so little known, we 
supplied them for freight costs. Then, as each new product began 
to make its way and prove its usefulness, we began to price it to the 
test demonstration farmers on a partial-cost basis, using a formula of 
partial payment that had a bearing upon how many treatments they 
had included in their farm plan, and how far they had gone in the plan. 


SELECTION OF TEST DEMONSTRATORS 


Mr. Gore. How were these test demonstrators selected? 

Mr. Ciapp. They were selected by neighborhood groups getting 
together and calling for volunteers and with the leadership of the 
county agent who would help select from among the volunteers those 
who were in the best position to try it out and to demonstrate it. 

At first this idea met with considerable resistance, because this was 
not to be a program of just supplying fertilizer that would increase the 
yield of certain crops, which is the traditional fertilizer practice of the 
South and other parts of the country, too. This was to be a program 
that would require, on the part of the farmer, a reorganization of his 
farm, of his acreage, to the object of getting more land under cover, 
building a base for livestock, and getting away from too complete a 
reliance on cash income from corn, cotton, or tobacco. 

Mr. Gore. May I break in to say one of the basic considerations 
for this soil conservation and sod program was to preserve the reser- 
voirs or else erosion would soon plug up the reservoirs, and render 
them useless, Mr. Cotton? 

I saw last Friday an example of a farm which I was told had had the 
greatest influence in a wide area as a test demonstration farm. It was 
a small farm of fifty-some acres, mostly rolling land, but no land that 
we would describe as bottom land. None of that soil had been plowed 
for 10 vears. The farmer did not even own a plow. He was making 
a good living and said that he was not alone satisfied with soil con- 
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servation, that that just meant keeping something good. He had 
taken a marginal piece of land, not just conserving it, but he had made 
it into a rich piece of land. 

I saw one example of a farm on which a family was making a living, 
consisting of only 20 acres. 

I saw one 3-acre plot on which a man was running a 13-cow dairy. 
This gentleman who had been a test demonstrator said to me that he 
had actually spent, from his own pocket, as a demonstrator four to 
five times as much as the small savings had amounted to from the 
furnishing of the fertilizer to him. 

Mr. Crapp. I have no doubt that is right. 

Mr. Gore. It has literally turned a lot of those hill farms into 
permanent pastures that were yearly being plowed and washed away, 
filling the reservoirs and depleting the soil. That in general is the 


— 
he test demonstrators themselves were selected within their own 
communities. 

Bringing us to the present, in order we will not make this discussion 
too long, you say your budget request is only approximately one-half 
of what it was last year? 

Mr. Cuapp. For that program, yes. 

Mr. Covupert. I take it you are still charging these so-called test 
demonstrators at cost, or a little over? 

Mr. Crapp. At cost or lower. Many of them are now at the stage 
in their program where they are paying at least 50 percent of the cost 
as compared with only a freight cost before. 

Mr. Covupert. How long has the program been going on? How 
many years? 

Mr. Cuiapp. It would vary, farm by farm, but it has been going on 
since 1937, approximately. It reached no great volume until 1939 or 
1940. Over the years since the war, the number has been cut down 
appreciably, both for reasons of tighter budgets, and because that was 
a part of the program. 


NUMBER OF TEST DEMONSTRATORS 


Mr. Couprert. How many test demonstrators do you have? 

Mr. Ciapp. At the present time we have about 7,000. 

Mr. Couperrt. A large proportion of those have been in the program 
for a long time? 

Mr. Ciapp. No. I can give you the breakdown on that. I do not 
have it at hand at the moment. 

Mr. Gore. Mr. Bass, do you have it? 

Mr. Bass. An individual farm usually stays in the program about 
5 or 6 years, in order to complete the readjustment Mr. Clapp de- 
scribed. 


PAYMENT OF TEST DEMONSTRATION COSTS BY FARMERS 


Answering Mr. Coudert’s point, as I understand it, the first appli- 
cation of fertilizer is furnished the farmer without cost except for 
freight. For the second application on a field he pays 50 percent, 
and by the time he got his rotation by using his third application he 
would pay the full retail cost of the fertilizer. 
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As Mr. Clapp said, the farmers have progressed to the stage where 
they are paying a substantial percentage of the test demonstration 
costs. 

Mr. Covuprert. When you get to the third stage do you mean you 
charge him a normal retail price which any normal producer would 
charge, and he would have to pay for the equivalent product.in the 
private fertilizer store in the village or town? 

Mr. Bass. That is right. We try. to get the farmer to stay in the 
program paying the full price, but yet serving as this community 
leader. 

Mr. Covupert. Do you keep in a substantial proportion of those 
farmers to the point where they become in fact paying customers, or 
do you find yourself doing a constant turn-over of demonstrators who 
come in while it is cheap and go out when they have to pay? 

Mr. Bass. The total number of farms are greatly reduced. The 
number that participated in the program from its inception that Mr. 
Clapp referred to totals more than 65,000 farms. That is, that have 
been in it at one time or another. At the present time the number is 
around 7,000. Many of that 7,000 are paying either half the price or 
the full price of the fertilizer. 

Mr. Coupert. In effect, it really is a demonstration program and 
it is not a demonstration program that continues long after the demon- 
stration is completed? 

Mr. Bass. Yes. 

Mr. Covupert. Or continues to be charged to demonstration rates? 

Mr. Bass. The farmers continue to be community leaders in that 
sense, and demonstrate. 


CHEMICAL OPERATIONS 


Mr. Couprrr. Does that explain in your statement of profit and 
loss the item of net profit from chemical operations on page 83 for 
1950? 

You show a net income from chemical operations of $1,123,341. 
I suppose that profit must represent the excess of payments by those 
who buy as retail customers, as against the losses you incur in selling 
to the test demonstrators? 

Mr. Gore. TVA has no retail customers. 

Mr. Coupert. I am referring to the gentleman’s statement that 
after a certain period of 5 or 6 years the farmer is really put on a busi- 
ness basis. 

Mr. Gore. Then he buys from local fertilizer dealers or his co- 
operative, or from whomever he want to buy. 

Mr. Couprrt. That is not clear to me. 

Mr. Crapp: May I clarify that? I think you present our financial 
picture on the test demonstration a little more favorably than the 
facts would allow. 

Mr. Coupert. I am really asking, not telling. 


SALE OF FERTILIZER 


Mr. Crapp. That income figure you refer to on page 83—the net 
from all of our chemical operations 

Mr. Couperr. Sales of fertilizer, $17,000,000, at the top of the 
page. 
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Mr. Cuapp. Yes, sales of fertilizer—includes disposition of fertilizer 
products, that goes far beyond the test demonstration program. 
Only small quantities of our ammonium nitrate find their way into 
the test demonstration program. Most of the nitrate is distributed 
from the TVA to farmer cooperatives, who agree to see that a major 
portion of what they buy from us for their consumers is used in soil- 
building practices. 

Mr. Couperr. Perhaps you can simplify if you answer this: On 
page 83 under “Expenses” there is the item ‘‘Less products used in 
tests and demonstrations and other TVA programs, $1,480,655.” 
That item reflects your test demonstration programs? 

Mr. Crapp. It is the fertilizer part of the tests demonstration 
program. 

Mr. Covupert. By subtracting that $1,480,655 from the $17,179,781 
as the item of sales of fertilizer under ‘‘Income”’ you get the total of 
your actual commercial sales of fertilizer; do you not? 

Mr. Criapp. That is right. 

Mr. Covuprrr. Therefore, your test demonstration program is a 
very small part of your fertilizer program? 

Mr. Cuapp. That is right. 

Mr. CoupEert. You show a profit on that total operation for 1950. 
Why the extraordinary drop between 1950 and 1951 in profit, net 
protit, from chemical operations. 

Mr. Bass. I might say we try to price our products to both recover 
costs, and to approximately equal the market. During 1951 there 
were elements of additional costs that caused that fluctuation. 

Mr. CoupErt. Those were normal market conditions that would 
affect any operator in the production of fertilizer? 

Mr. Bass. That is true. I think that is typical of the chemical 
industry during that period. 

Mr. Couprertr. What are you estimating for 1952? There is the 
figure of $170,000. That brings in your munitions. 

Mr. Capp. There have been some budgeting reclassifications at 
that point, but the figures are generally comparable. 

If I might explain—our chemical operations, which include the 
production of both nitrogen and phosphorus materials, being basically 
experimental, are not run to produce a big net income. We do try 
to make it break even. Some years we get more favorable factors 
than we expect, or our costs for introducing experimental changes in 
the process are less. Therefore, we make a good showing on net, 
but too good a showing on net might suggest, year after year, we were 
not doing as much ‘experimenting in the plant as we ought to do. 

Mr. Pututrs. Is this the fertilizer plant standing by itself? 

Mr. Cuiarr. Yes. The fertilizer plants for phosphorous and ammo- 
nium nitrate. 

Mr. Couprrt. The large bulk, the fifteen million-odd dollars, of 
your fertilizer sales that continue to go in the test demonstration 
program, are those products being constantly modified, year by year, 
in fact, or is it the fact that some substantial portion of those are 
the same products that have been established and are being sold 
continuously in the market? 
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PRODUCTION OF TRIPLE SUPERPHOSPHATE AND CALCIUM 
METAPHOSPHATE 


Mr. Criapr. They move in a cycle under actual experience. Triple 
superphosphate is now a well-established product as a fertilizer and 
is in great demand. Farmers have become accustomed to using it 
and they appreciate the fact it is a higher concentrated plant food 
carrier than ordinary superphosphate. Private industrial production 
of triple superphosphate and production by cooperatives has increased 
as this habit of use has grown. We attribute quite a bit of that 
increased market for triple superphosphate to these demonstration 
programs which pioneered the way in proving the value of the product. 
We still produce it. 

We have cut down triple superphosphate and have begun to build 
up the production of calcium metaphosphate. 

Mr. Coupertr. Did you continue in the case of triple phosphate 
to charge your sales at cost, or did a point come when you finally 
charged it at comparable market prices in order to make a profit on it? 

Mr. Ciapp. We have priced the triple superphosphate close to 
market prices despite the fact in some years our cost was in excess of 
the market price. 

Mr. Coupert. Did you come to the point somewhere along the line 
in’ the development of this product, this particular product, where it 
ceased to be an experimental product and became an established 
product and so much of it as you did make went into the market as a 
commercial product, priced in a commercial fashion? 

Mr. Cuapp. Yes, with this one modification. Our sale of triple 
superphosphate through the cooperatives and through about six 
private distributors still carries an agreement on the part of the dis- 
tributors that they will do their utmost, and that utmost is defined, 
to see that the product gets into soil-building practices. To that 
extent the product carries with it an educational purpose and an 
educational commitment, a restriction, if you will, which is not upon 
the distributor if he were buying that triple superphosphate from 
someone else. 

Mr. CouprErt. What is the difference in price if the farmer wants to 
buy from whoever else makes it as against TVA? 

Mr. Crapp. He will get TVA’s superphosphate at about the same 
price he will get it on the market, or slightly under, but the real point 
is that our cost of triple superphosphate crowds the market price a lot 
more closely than it does on the part of a private manufacturer who 
puts himself into a position to produce triple phosphate. 

Our costs could be lowered if we produced all the phosphate we 
could produce and did not divert any of our phosphoric facilities over 
to the development of new products. That way we could get a 
better unit cost. 

Mr. Covupsrrt. In other words, if you went into the phosphate 
business. 

Mr. Criapp. That is right. 

Calcium metaphosphate started out with us as an idea, was carried 
through the test-tube research laboratories at Muscle Shoals, and 
then we built a pilot plant and gained experience on a small scale with 
which to design a large-scale furnace. The output of that small pilot 
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plant got into preliminary tests through the experiment stations and 
the greenhouse tests of experiment stations. 

Then we built a large-scale production furnace for calcium meta- 
phosphate which contains about 62 percent P,O; compared with 48 
percent in triple superphosphate and about 22 percent in ordinary 
superphosphate. 

ow we are producing more calcium metaphosphate. That is still 
an experiment. The experimental use of it on test demonstration 
farms, particularly in the Middle West, has gone far enough so that 
it is beginning to be a salable product. 

We are as yet the only ones who are making it. The special 
advantage of calcium metaphosphate, which is a highly concentrated 
pes is that it can be shipped farther for less cost per unit of plant 
ood. 

Mr. Puiturps. Did you say metaphosphate? 

Mr. Cuapp. Yes. 

To make the point about this pricing arrangement, we are selling 
some calcium metaphosphate through the cooperatives pledged to an 
education purpose, for soil building and cropping practice. We are 
pricing it in that distribution below our costs. 

Mr. Couperrt. Is that necessary? 

Mr. Cuapp. Yes. 

Mr. Coupert. You could not move it otherwise. 

Mr. Ciapp. We would not get sufficient experience with it in large 
enough volume if we priced it as though it were an established product, 
which it is not. A farmer would more probably buy triple-super- 
eign assuming he could get it, and pay less per hundred-pound 

ag than he would for the onleietin metaphosphate, because it is a 
different kind of material. It feels different, it looks different, it 
functions differently in farm equipment. In order to become widely 
used, it must develop along with a whole series of revisions in the way 
farmers apply fertilizer to a field. 


PRODUCTION OF FUSED TRICALCIUM PHOSPHATE 


We also have another new product we have been working on for 
several years through the same process of test-tube research pilot- 
plant operation and now in large-scale production. It is called fused 
tricalcium phosphate. That is a lower concentrate material, about 
30 percent. It has a special advantage from the production point of 
view in that it takes a relatively simple process to produce it. 

It can also use some of the lower-grade ores more efficiently than 
some of the other processes. We are now putting that product into 
the test demonstration programs, so that farmers can get practical 
experience from that. We are hoping that before long we will be 
selling some of that. We, in selling it through the cooperatives, will 
have to price it so that it will be priced below our cost until the value 
of the product is widely understood and accepted and the process itself 
is stabilized. 

PROFIT FROM CHEMICAL FERTILIZERS 


Mr. Couprrt. What happens to these products when the demon- 
stration has been satisfactorily completed? Do you make the formula 
available to commercial manufacturers? 
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Mr. Cuapp. Yes; we not ovlv make it available, but we go around 
and ring doorbells to get the fertilizer manufacturers out to the plant 
and see these processes. We invite their engineers down there to take 
these proven ideas and incorporate them in new plants they are build- 
ing. ‘That is all too slowly beginning to show some results. 

Mr. CoupErt. That phase of your business, the chemical fertilizer 
phase, does carry it for a small profit? 

Mr. Cuiapp. Yes, it does, but it does not finance the cost of the test 
demonstration program itself. The test demonstration program 
financed by appropriated funds pays, through a transfer to the chemi- 
cal operation, the cost of that fertilizer. 


APPROPRIATED FUNDS FOR FERTILIZER IN TEST-DEMONSTRATION 
PROGRAM 


Mr. CoupEert. How much appropriated funds do you use for that? 
How much is in this year’s budget, purely for the test demonstration? 

Mr. Cuaprp. The fertilizer for the test-demonstration program is 
about $609,000. I believe that is correct: 

Mr. Putuures. I do not think it is that high. You only get about 
10 percent of that back in cash from the farmers. 

Mr. Cuarp. Income from partial payments is about 30 percent. 


EXTENT OF TEST DEMONSTRATIONS 


Mr. Puruuirs. How widely spread are the test demonstrators over 
the United States? 

Mr. Cuiapp. In about 21 States at present. There are seven valley 
States. That would mean 14 States outside of the Tennessee Valley. 
They are concentrated largely in the Middle West and some of the 
Northwest along with some in the Northeast. 

Mr. Puiturrs. You have a very few west of the Rockies? 

Mr. Cuapr. That is right. We do have some, however. 

Mr. Puiuurrs. Is that because of the shipping cost or because of 
the different type of agriculture? 

Mr. Cuapp. It is more the result of the different type of agri- 
culture, and the shortage of material for that purpose, on our part. 

In encouraging these test-demonstration programs in other parts of 
the country, we are most interested in getting programs going on in 
States that offer a variety of soil types or climate or special conditions 
that we cannot find in the Tennessee Valley, so that the complete 
spread of the experience will cover as many practical variations as 
we can find. 

Mr. Puiturps. I do not want to in any way indicate any criticism 
of that program, because I feel none, nor any depreciation of it, but 
I think that one of the things that has built that program up as much 
as your experimental work and salesmanship, has been the war 
economy which caused the farmer to discover that by putting triple 
phosphate, or the new types of fertilizers, on his land that he could 
offset the rising cost of operating his farm, the cost of labor, the cost 
of machinery, and the cost of the different pieces of equipment. He 
discovered by putting the fertilizer on his farm he could offset these 
costs without raising the price of his product, could produce more 
of the commodity per acre without raising the price. 
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I.think that that, had a good deal to do with it. That does not in 
any way criticise your system. I do think this: J still do not see 
why you do not charge more for the product. You have a demand 
for your product beyond your capacity to fill it. 

Mr. Crapp. The main. reason we do not charge more is the fact 
that the product itself is still experimental. 

: Mr. Puiuurps. You do not call triple superphosphate experimental, 
0 you? 

Mr. Cuapp. That is correct. We are getting our cost out of that, 
except where it is being used in test demonstrations where we" have 
not reached the full-payment stage, of their own particular rotation. 
The other reason why we do not charge more is that we ask the dis- 
tributor to see to it that the consumer uses these materials in a special 
way. 

Mr. Putuures. You are, in effect, duplicating some of the functions 
of the Department of Agriculture. 

Mr. Crapp. Not in this field. 

Mr. Puiuuips. In fertilizer? 

Mr. Cuapp. No, not in this field. 

Mr. Puruurrs. I mean in the field of fertilizer or in the area. 

Mr. Cuiapp. Some of the fertilizer that reaches the farmer in lieu of 
soil conservation benefit payments may be TVA fertilizer. The bulk 
of our product, as it is distributed through the cooperatives, and some 
private distributors, is covered by conditions regarding its end use 
that will help us achieve or obtain the kind of data we need for evalua- 
tion of the product and cost of distribution and to get it used in certain 
ways so that it will accomplish the purpose for which we manu- 
facture it. 

Mr. Puitures. You have very few test demonstrators in New Eng- 
and. 

Mr. Criapr. That is correct. There is a program in Vermont. 


CAPITAL ASSET BUDGET FOR FERTILIZER PROGRAM 


Mr. Gores. What is your capital asset budget in the fertilizer pro- 
gram—capital acquisition? 

Mr. Capp. $1,500,000. 

Mr. Gore. What does that consist of? 

Mr. Crapp. It consists of money to reestablish one of our mining 
operations in a new location where we get the raw phosphate rock. 
Also to install a high-pressure nitric acid facility in connection with 
our ammonium-nitrate production and relieve the overloading on the 
present nitrate-acid towers that are the ones built during the First 
World War. 

The rest of that estimate is for emergency replacement of small 
pieces of equipment or parts of apparatus that will, on the average, 
break down during the year, and which we cannot identify in advance 
but which we must be able to replace. This is the tightest and 
smallest chemical-plant capital budget that we have had for a number 
of years and will, of course, slow up the rate at which we carry our 
laboratory work into larger scale operations. 

I would like to explain to the committee, if you will bear with me. 
the critical situation with-respect to this program. 

Mr. Gore. I think I might say that the committee is bearing with 
you more attentively than I have seen for a long while. 
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Resource DEVELOPMENT ACTIVITIES 


CONTINUANCE OF TEST-DEMONSTRATION PROGRAM BY LAND-GRANT 
COLLEGES 


Mr. Cuapr. I appreciate that very much, Mr. Chairman. We 
appreciate this opportunity to discuss and go into these things thor- 

i should like to explain one of the objectives we are trying to reach 
in this test-demonstration program, and in the other activities we 
have been sponsoring and stimulating in the development of natural 
resources in the Tennessee Valley. We are trying and succeeding in 
getting the States and the local agencies to take:more and more 
responsibility for those programs and to finance a greater portion of 
them out of their own funds. The test-demonstration program is a 
good example of what we are trying to do. In the early part of the 
program we paid a fairly large portion of the cost by reimbursing the 
land-grant colleges for ‘the added expense they incurred. They in 
turn, increased their services and staffs and added assistant county 
agents to their rolls in order to give this program supervision and 
educational assistance. 

Over the years we have paid less and less of that and the colleges 
have financed more and more of it. Now we are reaching the point 
where we are cutting down on the number of test demonstration 
farms and trying to get the colleges to take a larger part of the leader- 
ship in that program, continue the test demonstration program with 
TVA’s contribution becoming less and less. It is not going to be easy 
to work out that transition, because every State institution today has 
problems of financing its programs. Many of its programs compete 
with other demands that are put upon State agencies for funds com- 
ing out of State sources. We hope and are working hard to get, in 
the next 2 or 3 years, more and more of the responsibilities, both for 
financing and for supervising leadership in this program accepted by 
the colleges in these State extension services, and the farm organiza- 
tions that have taken part in it. We think we will succeed. The 
States want to do it that way. They want to take over more respon- 
sibility for it. They want to supply more funds for its supervision. 

On supervision costs alone for example, 2 years ago in the test- 
demonstration program we were making payments to the seven col- 
leges that totaled one-half a million dollars. They would add people 
to their staff to supervise this program in the field. The 1952 budget 
shows one-half of that, about $250,000 contractual payments to the 
colleges. We expect to whittle even that amount down in future 
years. But, this program will languish unless we can make fertilizer 
and new products available in this test demonstration work. 

Our plans for 1952, before Korea, looked forward to this transition 
I am speaking about, but not as quickly as the 1952 budget request 
indicates. We were, of our own initiative, cutting down the budget 
amounts that we were going to project into 1952, in order to invite, 
as it were, more financing by the States. It was a matter of judgment 
as to how far and how fast we could go in achieving that adjustment. 
Korea came along and with it the emphasis in achieving faster mobili- 
zation. The result is that in this appropriation request for the test- 
demonstration program, chemical facilities and research and resource 
development activities the funds are really cut below a level that 
assures a workable transfer of these programs to the States. We are 
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not aking for restoration of any of the funds but we do plead for this 
much. 

I would like to be able to persuade the committee to realize that if 
this figure is cut from what it is now, we have less chance of carrying 
this program through this transition and getting the States to. take 
more and more responsibility for it, while they adjust their financial! 
requirements to these new responsibilities. If this is cut more, some 
of these activities will have to be stopped. There would be no ar- 
rangement for the States to pick them up. 


RECORD-KEEPING BY TEST DEMONSTRATION FARMERS 


Mr. Gore. In connection with the supervision of the test demon- 
strators, | was impressed last Friday, on going out to some of these 
farms, with the records which some of these test demonstrators were 
required to keep, records far more minute and complicated than the 
average farmer would ever bother to keep, unless there was some 
obligation to do so. 

The number of actual cow-days, for instance, that a certain pasture 
would have. I am a farmer and it never occurred to me to keep any 
record on cow-days, but it really became important when measuring 
the actual difference that a pasture would produce when it had cer- 
tain treatment, in comparison to a like acreage that had not such 
treatment. It practically boiled down to the fundamental unit of 
measurement of the improvement in a pasture. Is not keeping the 
records a part of the obligation of a test demonstrator? 

Mr. Cuapp. It is. Those records provide the factual basis upon 
which the experience of that farmer can be evaluated and for per- 
suading his neighbors these practices he has pioneered in developing 
are applicable to somebody else’s farm. 

Mr. Couprert. What happens to his neighbor? What happens if 
he wants to come in? Can he come in? 

Mr. Crapp. He cannot come into the test demonstration program 
just because he wants to. He may come in because he wants to or 
is willing, if the type of problem his farm represents is something 
sufficiently different to add something to the experience that the test 
demonstration program requires. In order to encourage the spread 
of practice from these test demonstration farms, we have a number 
of demonstrations that are called area demonstrations where whole 
communities, rural communities, organize themselves as a community 
group with farm and agricultural improvement as their objective 
to start with. They agree as a group to use these fertilizers to 
achieve the purposes which individual farmers have achieved on their 
demonstrations. 

We not only get measurements then of what happens on individual! 
farms, but also on a whole rural area. The practices as recorded may 
be less precise. The educational techniques may be less precise and 
less closely geared to the problem of an individual farmer, but as dis- 
tinct from the unit test demonstration farm which is a single farm you 
get some other factors which are very helpful in actual life. 

The community organization and community leadership desire to 
make a better agriculture support a better and better community, 
that is. The contribution of this program to the productivity of the 
Tennessee Valley has been important. 
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Mr. Gore. You might be interested to know I saw one farm after 
another in which the records disclosed the farm would be carrying 
now four and five times the number of cattle that the farm carried 
before the demonstration program was started. 

May we go from here into the resources development program, a 
part of which is important to the fertilizer program, but there are 
many other phases? 

Mr. Cuapp. The resource development program accounts, in this 
appropriation request, for some $2,286,000. That is to be compared 
with $4,082,000 for the current fiscal year and $4,531,000 for 1950. 

We have reduced the size of this program, the dollar requirements, to 
about half. What I have said about the test demonstration program, 
which is a part of this, also applies in general to practically everything 
that we have been doing in this field. 


OBJECTIVES OF RESOURCE DEVELOPMENT PROGRAM 


We have been trying to achieve these objectives: we have been try- 
ing to encourage interest on the part of the people of the Tennessee 
Valley in better use of their natural resources. 

We have been trying to stimulate the States to increase the strength 
of their own local agencies and their ability to provide leadership and 
technical assistance and guidance to private citizens in better use of 
natural resources of the valley. The methods we have used have been 
largely demonstration and experimental, visible to the eye, so that 
State agencies and local people would see that it is worth while to do 
things in a way that conserves the resource more effectively but also 
uses it more efficiently and in greater quantity. 


REDUCTION IN COST OF RESOURCE DEVELOPMENT PROGRAM 


The history of this development is being brought to a rather sharp 
transition, too, in our relationships with the State and local agencies. 
We have been cutting down the amount of our financial participation 
in many of these activities, such as in surveys and experiments in the 
development of mineral resources and their exploitation and in better 
care and protection and use of the forests. The forests in the Ten- 
nessee Valley are one of its major assets. About half the area is in 
timberland of one kind or another. We have been leading the way 
in investigation of the stream sanitation problem, which is becoming 
a serious problem in the Tennessee Valley; as the valley develops 
and its water supply carries a heavier load, safeguarding the quality 
of the water will become as important as regulating the quantity. 

We are, in this budget, putting much less money into these activities 
than at any time in a number of years, and are encouraging the States 
to put in a larger portion of what is to be carried on. 

TVA itself retains a relatively small staff of people in a small num- 
ber of projects and experiments that will continue to give us a good in- 
formational base upon which to exercise some leadership and advice 
and encouragement, but providing much less of the money that makes 
. possible for these programs to go on, under State and local leader- 
ship. 
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The whole set of programs that account for the $6,800,000 outside 
the capital plant budget is a smaller amount than we have had for 
similar activities in previous years. 

Mr. Coupert. Those are all the matters under “Resources develop- 
ment activities,’ page 59 of your budget program? 

Mr. Curarp. The figure includes the ‘Resource development activ- 
ities.” There is a schedule for that on page 57. 


INCOME FROM PAYMENT FOR FERTILIZER 


Mr. Coupert. Under that schedule B-5, under ‘Income from 
graduated payment plan for fertilizer $194,000,” what kind of an 
item is that? Has that to do with the test demonstration program? 

Mr. Criapp. That is right. 

Mr. Coupert. How does that come under that heading? I thought 
we had covered that. 

Mr. Cuiapp. We covered it under the explanation of test demon- 
stration programs, which is the outlet for some of TVA’s fertilizer. 
The item we discussed in ‘‘Chemical operations’? was the total cost 
of fertilizer for the test demonstration program. 

Mr. Couprert. That is the breakdown? 

Mr. Cuapp. That is correct. In effect, the chemical operation sells 
certain quantities of fertilizer to the test demonstration program. 

This budget as a whole, $248,568,000, can be characterized accur- 
ately by saying that more than 98 percent of it has a direct bearing 
upon the ability of the Tennessee Valley to continue to produce and 
to expand production, and it can be judged as having a real and 
direct relationship to our national defense. That is the power part 
of the budget. 

One percent can be reasonably justified as having important value 
to national mobilization, such as fertilizer, munitions and munitions 
research, the mapping work we carry on to map the Tennessee Valley, 
but which at the moment and for some time to come is going to 
consist mostly, or at least in large part, of mapping assignments from 
the Army. Our mapping services in the TVA have completed one 
assignment for the Army, mapping areas of Korea. 


TOPOGRAPHIC MAPPING 


Mr. CoupEert. What is the purpose of mapping in the Tennessee 
area? 

Mr. Crarp. To establish contour maps, topographic maps that give 
elevations, and location of all important physical features. For our 
purposes they are indispensable in planning and carrying on a con- 
struction program. They are of tremendous value to the States in 
planning their highways and transportation systems. They are of 
extreme importance to industrial concerns and industrial developers 
who are interested in locating operations in connection with timber 
or terrain or water supply. 

Mr. Covuprert. Have mapping programs been going along all 
the time? Is that current practice or something new? 

Mr. Criarp. It has been with us from the beginning and the objec- 
tive is to complete mapping the valley. It would have been finished 
before this if it had not been for World War II, which loaded our 
mapping forces down with assignments from the Army, and justly so. 

Mr. Yares. How expensive is that? 
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Mr. Cuarp. The budget for 1952 includes $300,000 for that. 

Mr. Gore. How much have you completed? 

Mr. Buses. We have it about three-quarters completed. It is a 
continuing program that has a number of elements. You take photo- 
graphs from the air and there is a certain amount of groundwork too. 
Part of the work is more advanced than others. 

Mr. Gors. This budget would, roughly speaking, bring you to 
75 percent completion? 

Mr. Bune. Yes. 

Mr. Coupert. Did you continue through the war years? 

Mr. Ciapp. We slowed it up and gave Army assignments priority. 
Their assignments took up the bulk of the time of our staff and 
equipment and slowed up our own work. 

Mr. Covuprert. How much damage would be done if you cut it out 
this year and next? 
Mr. Cuarp. It would mean dispersing one of the best mapping 

organizations in the country, with no chance of regathering them. 

Mr. Covuprert. Would not the Tennessee Valley activities continue, 
even if there was some postponement of completion of the mapping 
of the entire area? 

Mr. Crapp. Yes; our construction program could go forward. The 
completion of mapping for the valley is of course, a part of the national 
mapping program. 

Mr. Couprrt. But even now you have only finished about 75 per- 
cent. Suppose you suspended for a year or two? You would merely 
postpone the completion of the entire operation. It is a small item, 
but small items add up. 

Mr. Crapp. It is a small item, but more probably what would 
happen is these Army assignments will expand. $300,000 probably 
will not be spent on mapping in the Tennessee Valley, but the time 
of those people will be devoted to Army assignments. 

Mr. Covuprert. You mean your staff will go out of the Tennessee 
Valley, perhaps, to do some Army jobs elsewhere? 

Mr. Crapp. No; I do not mean that. We have a mapping organ- 
ization with complicated map-production equipment. Data from 
aerial survey photographs or from field data are worked over by 
draftsmen, cartographers, and the like, who have been built into an 
expert mapping organization. They take raw data and pictures and 
produce finished printed maps through a very long and complicated 
process. When the Army asks us to do work for them they will turn 
over to us by agreement and at their initiative, raw data or materials 
from which maps can be made. 

Mr. Yates. At whose expense? 

Mr. Crapp. At their expense. 

Mr. Couprert. Then this $300,000 may not be spent? 

Mr. Capp. This goes down as the Army mapping assignments go 
up. ; 


EMPLOYMENT IN MAPPING OPERATION 


Mr. ANDREws. How many people are engaged in the mapping 
work? 

Mr. Ciapp. We will supply that figure for you. 

(The information requested is as follows:) 


As of January 7, 1951, 113 employees were engaged in topographic mapping 
work. Of this number, 53 were performing work for which TVA is reimbursed 
by other agencies. 
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Requestep EMPLOYMENT, 1952 


: vet Yates. How many new employees are added by the current 
udget? 

r. Cuapp. We estimate that total man-years in 1952 will run 
about 22,000. 


1952 EMPLOYMENT BY ACTIVITIES 


Mr. Yates. How many of those are construction employees? 

Mr. Cuapp. More than half of those will be engaged in construction 
activities. ; 

Mr. Yates. How is the remaining 10,000 broken down? 

Mr. Curapr. About 3,000 in power operations, about 1,900 in fer- 
tilizer and chemical operations, and about 900 in the operation of 
reservoirs. I will have to fill the rest out for you from our records. 

(The information referred to follows:) 


Distribution of manpower estimated for fiscal year 1952 


Man-years 
OEE MARES SEREON SES Rat IEP EA MMPS Eats ADS IVASES Ose, hie fab ea Bae Meo a 2 Se 14, 575 
nt ea umereckcaescombibmeneh anadiadanaliat 3, 100 
Fertiliser and munitions program... .........-.....-......----4-...- 1, 875 
| ELSES RT TEETER LS CENTS TE REG TES & 890 
Resource development activities. ..............-...-.2.2-22 22 eek. 400 
Administrative and general services.-_............--...--.-.-------. 727 
Other (navigation and flood-control operations, reimbursable services for 
other agencies and miscellaneous shops and service activities) ____-___- 298 
EN ic Sette intima keke bev omeinienadaaad el okerareaaty dbhask ack til 21, 865 


Mr. Yates. How many of construction? 

Mr. Crapp. About 14,600. 

Mr. Yates. It is not proposed to add any new construction 
employees? 

Mr. Cuiapp. The current figure is 10,100. 

Mr. Yares. Fourteen and a half thousand more employees for 
construction purposes? 

Mr. Ciarr. Making a total of 21,865 or 22,000 in round figures. 

Mr. Yates. Can any of these construction projects be feasibly 
delayed? 

Mr. Capp. No, because if they were delayed we would be running 
into power shortages in some of these very vital operations, atomic 
energy, chemicals, and the like. 

Mr. Yates. Do any of the projects have priority one, in terms of 
urgency? 

Mr. Cuapp. Yes. 

The Widows Creek steam plant and the Shawnee steam plant are 
both being pushed on extraordinarily fast schedules and we will get 
what priority assistance the Atomic Energy Commission can help 
us get from the National Production Authority to meet quick dead 
lines in the atomic energy construction program both at Oak Ridge 
and Paducah. The other projects are not scheduled for as rapid 
construction but any delay on any of those projects sharpens the 
severity of the power deficiency that we might experience in any one 
of those peak years that we discussed this morning. 

Mr. Yates. Have any of these projects been delayed in previous 
years where they should have been built? 
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Mr. Cuapp. We have not slowed any of them up. 

Mr. Yates. Have any of them been eliminated as a result of lack 
of appropriations? 

Mr. Cuapp. The first year that we proposed the Johnsonville 
steam plant, we were not able to proceed with it because the Congress 
did not appropriate the money. The following year they did appro- 
priate the money. 

We have been fortunate, I think, in regaining some of that time 
lost by faster construction than we thought possible or than looked 
possible at the time. Of course if it could have been started at the 
time we proposed, our situation this coming fall would look a lot 
better. ' 

Mr. Gore. You would not be buying so much power at higher 
rates. 

Estimate SuBMITTED TO BuREAU OF THE BuDGET 


Mr. Puiturrs. You asked the Budget Bureau for how much? 

Mr. Cuapp. Let me get that figure, Mr. Phillips. 

Mr. Puiuurps. You are asking this committee for $248,568,000? 

Mr. Cuapr. That is correct. Our request of the Bureau of the 
Budget was for $257,339,000. 


REDUCTION BY BUREAU OF THE BUDGET 


Mr. Putiurrs. So you were reduced? 

Mr. Cuiapp. $8,771,000. 

Mr. Puriuurps. Of that reduction, how much was in your administra- 
tive costs, which I think run to about $574,000; is that right? 

Mr. Outver. Administrative and general expense is $4,450,000. 

Mr. Puriuurps. Administrative is $4,450,000. How much was that 
reduced by the Bureau of the Budget? 

Mr. Otiver. That was not reduced. 

Mr. Puiturres. The item which was reduced must have been con- 
struction? 

Mr. Outver. The reduction in construction was $6,898,000 and in 
operating expenses, $1,873,000. The latter includes resource develop- 
ment, navigation and flood-control operations, reservoir management 
and fertilizer research. 

Mr. Puitures. Did the Bureau of the Budget indicate specifically 
where the construction $6,000,000-plus was to be taken out? 

Mr. Ourver. Yes. The Bureau gave us figures indicating how it 
had arrived at the allowance. 

Mr. Pxuituirs. Will you continue that answer a little more in detail? 
It was not clear to me. 

Mr. Outver. Primarily in navigation facilities, chemical facilities 
and all of the nonpower construction activities. 


ADMINISTRATIVE EXPENSES 


Mr. Paitiies. You gave me the figure of $4,450,000 for your admin- 
istrative expense but the budget shows $4,600,000. 

Mr. Ouiver. That is the language in the appropriations act which 
would indicate that of the total funds available to TVA, we could 
spend no more than $4,600,000 for administrative and general expense. 
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We have budgeted the expenditure of $4,450,000 as shown on the 
schedule in the blue-bound volume. . 

Mr. Puiuures. The Budget Bureau actually gave vou $150,000 more 
than you think you are going to need? 

Mr. Outver. No; the budget program is predicated upon the 
expenditure of $4,450,000, and the appropriation allowance assumed 
an expenditure of $4,450,000. But the language in the act which 
would set a ceiling upon administrative and general expense was fixed 
at $4,600,000. 

Mr. Puitures. That is just saying the same thing in other language. 
If this language were left in the bill unchanged, you would have 
$4,600,000 left to spend? 

Mr. Outver. No. We would have no more money than is appro- 
priated in the $248,000,000. If it were necessary to spend beyond the 
$4,450,000, we would have to find that additional $150,000 from 
somewhere in this budget. That difference of $150,000 does not 
provide any more money, but does allow some flexibility. 

Mr. Puituips. It would be simpler for my mind just to make the 
figures correspond. 

Mr. Crapr. Mr. Phillips, may I say something right at that point? 
Administrative and general expense, as I think you know, is not 
specifically appropriated for in the language of the appropriation act. 
The only appropriation for the TVA is this total amount of 
$248,568,000. 

Mr. Puruurps. I understand that. But I still make my point. 
You have come to us and justified $4,450,000, but if you want to spend 
$150,000 more you can spend that without coming back to us and 
justifying it, simply by taking it out of the construction fund or some- 
thing else and moving it to the administrative fund. It seems to me 
that if we make our figures correspond with what we are talking about 
here today, we will set you a limit of $4,450,000 or whatever amount 
less the committee should decide upon, This committee in the past 
has not been particularly happy about justifying a budget and then 
finding money moved from here to there. 

Mr. Crapp. I would like to discuss this matter of admin’‘strative 
and general expense if the committee is willing. That provision for a 
ceiling for administrative and general expense as we understand it, 
gets into the language for TVA appropriation because it is the practice 
to do so with respect to all corporations for which general and admin- 
istrative money is appropriated. Now the purpose of it, as we under- 
stand it, is to achieve economy and greater efficiency by putting a 
ceiling on the amount of money that can be spent for administrative 
and general management. Actually as the TVA is set up and as it 
functions, the establishment of a ceiling on the amount of adminis- 
trative and general management that we can exercise produces less 
efficiency and greater cost in the long run or in any given fiscal year 
than if we had no limit at all. 

I do not want to impose upon the committee’s time to elaborate in 
any more detail than the committee is interested in hearing, but we 
have been so concerned about it that I addressed a letter to the chair- 
man of this committee and attached to it an analysis of administrative 
and general expense experience in the TVA and cited some illustrations 
of how such a ceiling leads frequently to a more costly way of getting 
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things done than would be the case if we did not have such a ceiling. 
I should like to have that analysis made a part of my statement here. 
(The statement is as follows:) 


Errects OF ADMINISTRATIVE AND GENERAL EXPENSES LIMITATION UPON THE 
TENNESSEE VALLEY AUTHORITY 


The appropriation to TVA for fiscal year 1949 (Government Corporations 
Appropriation Act) imposed a limitation on the amount of funds available to 
the agency which might be used for “all administrative and general expenses 
of the corporation, which expenses shall be inclusive of all administrative offices 
and other activities representing management and other functions serving the 
programs and projects of the corporation in general.” Similar limitations have 
been included, as a matter of routine for all Government corporations, in the 
appropriation acts for 1950 and 1951. 

‘he purpose of this statement is to show that this type of limitation, as applied 
to TVA, does not save the Government money, but on the contrary increases 
over-all costs, encourages inefficiency, and endangers critieal construction sched- 
ules. We believe that.cur experience under these limitations warrants a recon- 
sideration of the decision to include such a limitation in the TVA appropriation, 
and we urge that the language be eliminated for fiscal vear 1952. 

It will be noticed that the language quoted above limits “activities * * * 
serving the programs and projects of the corporation in general’ [italics supplied]. 
It does not limit similar activities which are carried on for the benefit of specific 
projects such as construction of a dam or steam plant. The limitation thus tends 
to increase over-all costs of TVA projects and operations by exerting pressure 
toward the decentralization of functions and services which in many instances 
can be more economically performed from central service units. 

The pattern of TVA’s workload changes from month to month. Forces are 
built up at, say, Johnsonville and Widows Creek, as work slackens at Watauga 
and South Holston. Decisions must constantly be made as to the most efficient 
and economical way to carry on a given activity or service function. In the past, 
these decisions could be made purely on the basis of economy and efficiency. 
Whether a decision involved an increase or a reduction in ‘‘Administrative and 
general expenses’? was immaterial so long as it resulted in the greatest over-all 
economy. The imposition of a ceiling on administrative and general expenses 
introduces an element which tends to subordinate the merits involved in the 
decision, and to emphasise instead the question whether the decision will tend to 
burden the administrative and general category. From the point of view of 
administrators attempting to base their judgments solely on the interests of econ- 
omy and efficiency, it introduces an extraneous element pulling in the opposite 
direction. 

The following illustrations explain how this works: 


PERSONNEL SERVICES 


Small field personnel offices must be maintained at major construction projects 
such as Widows Creek, Johnsonville, and Shawnee steam plants and at the Fort 
Patrick Henry and Boone Dams. ‘These offices, the costs of which are charged 
direct to the projects which they serve, are quite small. They can be kept small 
because much of the personnel work relating to each project is handled through 
central personnel offices at Knoxville, Chattanooga, or Wilson Dam. Without 
the support provided by these central offices (charged to administrative and gen- 
eral expenses), it would be necessary to set up larger and more complete personnel 
organizations at each project. This would, of course, greatly increase total con- 
struction costs. It would slow down recruitment, make one project compete 
with another for labor, delay construction schedules, and create confusion. We 
therefore arrange our central and field personnel services to achieve greatest 
efficiency at the lowest cost. 

According to information compiled by the Bureau of the Budget, TVA’s record 
for economy in the provision of personnel services is a good one. The Bureau’s 
figures for fiscal year 1949 indicate that for the Government as a whole, 1 employee 
in 77 was engaged primarily in personnel work, but that in TVA only 1 employee 
in 109 was so engaged, despite the fact that much of TVA’s employment is in 
temporary trades-and-labor personnel where turn-over is high. 
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FINANCE AND ACCOUNTING SERVICES 


The accounting function in TVA is another illustration. This function is 
performed by the central finance office in Knoxville (administrative and genera! 
expenses) and by a number of branch and field offices which serve individual con- 
struction projects and particular programs, such as power and chemical operations. 
The branch and field offices are charged direct to the projects and programs which 
they serve. The central accounting office consolidates all financial records and 
performs the detailed accounting work for projects and programs too small to 
require separate accounting units. During the past 2 years, as the result of 
special organization studies, several small payroll and accounting units were closed 
out and their functions transferred to the central accounting office. These trans- 
fers had the effect of further burdening the administrative expenses category, but 
they saved the Government money because fewer people were required for the 
total payroll and accounting job. Considerations of economy suggest that ac- 
counting and personnel work now handled in the field for the Watauga and South 
Holston projects be transferred to Knoxville sometime this spring. Following 
this transfer, costs of the work will be charged to administrative and general 
expenses, but total costs to the Government will be less than if we continued the 
field offices in order to reduce administrative and general expenses. 


PROCUREMENT SERVICES 


With the exception of small spot purchases made in the field, all TVA procure- 
ment work is handled by the Procurement Branch in Chattanooga—an organiza- 
tion unit in the administrative expenses category. TVA procurement costs now 
run about 65 cents per $100 of materials purchased. This is considered a good cost 
ratio for either Government of private industry. Decentralized purchasing pro- 
cedures would decrease charges against the administrative expenses limitation but 
would greatly increase the total cost of procurement work. Since it would cut 
down the opportunity for volume purchases, it would also increase the amount 
which TVA would pay for the materials and supplies procured. Since materials 
and supplies make up a large part of the cost of a dam or steam plant, efficient 
procurement can save millions of dollars—more than the total of all administra- 
tive and general expenses. 

At this time we are assembling priorities and expediting personnel required to 
keep the Johnsonville, Widows Creek, Kingston, and Shawnee steam plant proj- 
ects on schedule. Costs of this work, since it is being handled from a central office 
serving all ‘the programs and projects of the corporation,” are chargeable to the 
administrative expenses limitation. An alternative arrangement would be estab- 
lishment of separate priority and expediting units for each major project, but that 
would multiply costs of the work almost by the number of projects under construc- 
tion. Because the Congress last fall raised the original 1951 ceiling on adminis- 
trative expenses, we believe we can accommodate—although with difficulty —the 
additional costs within the limitation on administrative and general expenses for 
the current year. If the original ceiling had continued in force, however, we would 
have had either to decentralize the new priorities work at a substantial increase in 
cost or confess inability to meet established construction schedules. Failure to 
meet these schedules would greatly increase total project costs, lose revenues from 
operations thus deferred, and we would not be able to meet the power supply 
schedules of AEC and other vital defense loads. 


A LIMITATION ON ADMINISTRATIVE AND GENERAL EXPENSES REDUCES OPPORTUNITY 
FOR REALIZING UNANTICIPATED SAVINGS 


TVA budget estimates submitted to the Congress are based upon requirements 
actually foreseen at the time the estimates are prepared. Subsequent develop- 
ments often make it necessary to increase the budgets for particular organization 
units or particular functions. Normally, these adjustments can be made by 
reducing funds for other organization units where needs are not so acute. This 
type of flexibility is denied TVA under administrative expense limitations having 
the force of law. The pattern of expenditures is more or less frozen by the 
limitations and may not be changed even though a change could result in sub- 
stantial savings to the Government. It is necessary to set up elaborate special 
controls, not only for TVA as a whole, but by divisions, branches, and sections, 
to insure compliance with the special limitation. The effect is felt throughout the 
organization in the process of making decisions on how to carry on the work of 
the agency. Although we have made every effort to decide questions on their 
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merits, the pressures are in the direction of avoiding any risk of overrunning a 
statutory ceiling, irrespective of the greater over-all cost. 

Some expenses chargeable to the administrative category are completely outside 
the control of this organization, as for example, the cost of the annual audits of 
TVA by the General Accounting Office. Under existing law, TVA is billed for 
the costs of these audits, whatever the cost may be. To allow TVA to determine, 
through its budgetary processes, the scope of GAO’s audit would defeat the purpose 
Congress had in mind in establishing that audit. 

The cost of litigation is an illustration of administrative expenses only partially 
subject to control by TVA. As a corporation, TVA is subject to suit in the 
courts and conducts its own litigation. The filing of suits by or against TVA 
after the original budget submission could require substantial outlays for expert 
witnesses and other trial costs. Inability to employ expert witnesses because 
of the administrative limitation could risk the loss to the Government of many 
times the costs involved. A decision to try a case or to reach a settlement out of 
court ought to turn on a judgment as to what course of action is fair and most 
favorable to the Government; this course may or may not be the one which will 
produce the smallest charge against administrative and general expenses. 

For reasons of economy TVA frequently utilizes the services of outside attorneys 
on a contingent basis in the collection of delinquent accounts in areas remote 
from TVA headquarters. As an accounting matter, the full amounts collected, 
without deduction for collection expense, are credited to the appropriate projects 
or programs. The gross collection expense, however, is a charge against the 
administrative limitation. The more money that is collected, the more is the 
charge to administrative expenses. This is another example of the way in which 
the limitation builds up pressure against efficient and economical operations, 

The Hoover Commission Task Force on Fiscal, Budgeting, and Accounting 
Activities must have had situations such as this in mind when it stated in its 
report that a limitation of this kind hamstrings the administrators of the appro- 
priation and leads either to the development of an attitude of fear and frustra- 
tion and eventually inertia, or prompts the concoction of schemes to find ways 
to get around restrictions. 

We believe that the foregoing discussion makes it clear that the administrative- 
expenses limitation as applied to TVA is not a good device for saving money. 
The history of the limitation as applied to corporations in general indicates that 
it was intended to control gross operating expenses of corporations which receive 
no appropriations from the Congress. TVA has always been subject to this kind 
of over-all control by virtue of congressional action on its appropriation request. 
In the case of TVA the administrative-expenses limitation applies to only a very 
small fraction of the agency’s budget. Administrative expenses, as defined in the 
law, represented only 3 percent of TV A’s total obligations in 1950 and is estimated 
at only about 1% percent in 1951 and 1952. 

TVA is in complete accord with the objective of the Congress in trying to 
achieve economy in so-called overhead as well as in over-all costs. Its record 
for managerial efficiency and economy—which is a good record—is due in part 
to the managerial flexibility which Congress has by and large permitted and 
encouraged TVA to exercise. We welcome any investigation of any aspect of 
management services or of the TVA program as a whole which the Appropria- 
tions Committee may see fit to make. We believe that advice and admonition 
from the committee about the costs of particular activities are more effective 
than arbitrary limitations within the whole program. We believe that limitations 
such as that on administrative and general expenses are bad at any time, but 
especially so under current circumstances when the agency is straining its re- 
sources and its ingenuity to keep its construction program on schedule. 

As an alternative to ‘a limitation in appropriation language we respectfully 
suggest that any shortcomings which the committee may from time to time 
identify be discussed with us at appropriation hearings or at any time. In this 
way TVA’s performance can be measured against the objectives of the committee 
without the deleterious effects resulting from rigid expenditure limitaticn em- 
bodied into law. 


Mr. Craprp. Administrative and general expense as defined for 
accounting purposes includes, for example, the costs of all our central 
service units; the central staff of our personnel organization, the central 
staff of the procurement and supply organization that buys equip- 
ment and gets bids on the material, and so on. The costs of these 
central units are charged to ‘Administrative and general expense.” 





642 


Now in building a steam plant, or building a dam, we have a per- 
sonnel office out on the job. The costs of that office are not charged 
to administrative and general expense but, like the cost of cement 
and steel, are charged directly to the project. 

Now we try to set up field offices in such a way as to make our 
personnel work most effective and least costly. We perform as much 
of the personnel work as we can in the central office, so that we can 
service more projects with fewer people. The pressure of the admin- 
istrative and general expense ceiling upon us is to push more people 
onto these field projects than good sense requires, and to decrease the 
claim or drain on our general and administrative expense but it costs 
more as a whole for us to do it that way. 

Mr. Couprert. That would only be true if the figure for general 
expense were small? 

Mr. Cuapp. That is correct. 

Mr. Covupert. If you did not set it up properly or if the committee 
did not accept your estimate? 

Mr. Ciapp. That is one reason why we have prevailed on the 
Bureau of the Budget to include a ceiling that is higher than our 
present estimate of what our administrative and general expense will 
be. 

There is another type of situation that arises as distinct from the 
division between the central and field offices that has a bearing on this. 

Estimating general and administrative expense 18 months in ad- 
vance is an extremely difficult thing to do. We do not know what 
litigation we are going to have coming up and yet most of our law 
division is a central administrative and general expense. 

Now if we had to make a decision as to whether we are going to 
defend the Government against suit upon the basis of whether or 
not we were to exceed our ceiling in administrative and general ex- 
pense, we might in an attempt to avoid, say, $20,000 for the cost of 
a lawsuit, lose a claim against the Government that might run into 
millions. 

Mr. Puiuuips. Your assumption is on two premises, the first is 
that you will continue a broad construction policy indefinitely because 
charging administrative people to construction projects individually 
lasts only as long as you have multiple-construction projects going on 
at one time? 

Mr. Cuiapp. That is right. 

Mr. Puiiurps. How long do you expect to be building many proj- 
ects at one time? 

Mr. Cuiapp. Well, we are looking ahead as far as the calendar year 
1954 and before we reach 1954 we will have come before this com- 
mittee requesting funds to start still additional projects. We see no 
immediate let-up in number and size of field projects that we have. 

Mr. Purtuips. It also seems to me to presume that with a need for 
increased personnel in the administrative branch, you make no econ- 
omy to offset it in another part of the TVA, or any bureau. 

Mr. Ciapp. On the contrary, Mr. Phillips, the pressure of the ceiling 
on this small portion of the total budget program of the TVA may, if 
it is too tight, or if it exists at all, makes it necessary for us to reorgan- 


ize and rearrange people so as to charge directly what otherwise ought 
to be charged indirectly. 
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5 NET POSITIONS REQUESTED IN 1952 


Mr. Puituirs. What is your personnel request for fiscal 1952? 
According to the green sheets, that is, this bound volume which seems 
to be substituted for our green sheets, you are asking for 10,324 net, 
is that correct? 

Mr. Crapp. That is the figure that applies to all annual salary 
personnel. 

Mr. Paiuurrs. That does not apply to your construction people? 
That is your payroll? 

Peso Criarp. It does not include those who would be on hourly rates 
of pay. ; 

Mr. Puiuurrs. In other words, the building personnel in the con- 
struction work. It does, however, include the supervisory group in 
the construction work? 

Mr. Crapp. That is right. 


TVA WORKWEEK 


Mr. Puriurrs. Between 1950 and 1951 you increased 381 people. 
This subcommittee has been concerned with the fact that we are 
presumed to be engaged in a war and if we are engaged in a war, we 
should have an employment demand all over the United States. 
Therefore, every agency should keep its personnel demands down to 
the current level and should adjust itself internally, either by working 
longer hours or otherwise. What do you work, a 40-hour week? 

Mr. Cuarp. We have some groups, our design group, for example is, 
on a longer workweek. More of our organization will move on to 
that basis as this load becomes heavier and the time pinch becomes 
greater. 

Mr. Puiturres. When you ask for a total of 10,324, have you made 
an adjustment already, for increased hours? 

Mr. Outtver. Some of our groups are now on an extended work- 
week, a 44-hour workweek. 

Mr. Puitures. Suppose you put in the record at this point how 
many of the 10,324 are approximately working on a 40-hour week, 
a 44-hour week, and how many longer. 

Mr. Outver. Yes, sir. 

(The information is as follows:) 


The figure of 10,324 (which appears in the detailed schedule of personal services) 
represents the number of employees whose salaries are based upon annual rates 
as distinguished from hourly rates of pay. It includes all employees who are 
expected to be on the payroll at any time during the year. Resignations and 
terminations during the year will, as shown on the schedule under ‘‘Lapses,”’ 
reduce the average employment in this class to 10,004. The budget includes 
$688,123 for overtime pay for this group of employees. 

In addition to the above employees, the budget contemplates an average of 
11,861 employees (mostly engaged in construction activities) who are paid at 
hourly rates. Many of these will work on an overtime basis as their services are 
required to meet construction schedules. 

On January 31, 1951, TVA had 15,548 employees in all classes. Of this number, 
2,538 were working a regularly scheduled 48-hour week, 350 a 45-hour week. 
In addition, arrangements had been formalized under which about 1,550 employees 
work on an overtime basis when and as their services are required. 

- The number of individuals on an extended workweek will increase substantially 
over the next few months. For example, the Johnsonville steam plant construc- 
tion organization, with about 1,100 employees, will probably move to a 48-hour 
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week in the very near future. The Shawnee ‘steam plant organization is already 
on @ 48-hour week. This organization now has only 200 to 300 employees, but 
the labor force will be increased rapidly. 
Mr. Puitures. When you say a 6-day week, what do you mean? 
Mr. Cuapp. That is five and a half, really. 


REQUEST FOR ADDITIONAL” OPERATING EMPLOYEES 


Mr. Cuapp. Mr. Phillips, one thing that should be pointed out is 
that of course we have new plants coming into the system as we 
complete them. Then construction employees who are on hourly 
rates of pay give way to operating employees who are on annual rates. 

Mr. Puiturrs. Who would go on this list? 

Mr. Ciapr. Who would then go on this list. 

We have under way 18 steam units. 

Mr. Puituirs. Have you in your justification when you expect 
those to start in as permanent, regular operating people? 

Mr. Cuiapp. That is all shown on the schedule of completion table. 

Mr. Puiturrs. That is the list on page 15 of this justification? 

Mr. Cuapp. That is right. 

The addition of dams, the completion of steam plants, then means 
additional operating employees. 

Mr. Puiturps. There seemed to be very few before 1952. We 
have Johnsville, February and April, two parts in 1952. Then we 
have Widows Creek, May, Kingston, May only—no, that is 1953. 
So Widows Creek and Johnsonville steam will be the only additions 
that will make a change for the fiscal year which we are appropriating. 

Now taking the matter of personnel further, you have quite a lot 
of people on your list in grades which in time of great emergency 
might well be explored. I started to look down your list to see how 
many people you had dropped off for next year who were on this year 
and I do not find very many. On the other hand, I find additions in 
salary in somewhat interesting grades. You are trying to raise certain 
grades this year and others next year or was that accidental? They 
mostly ran to assistants to the managers of community relations and 
to the personnel relations officers and to the administrative analysts 
and the budget officers. 

Mr. Crapp. In some of our administrative services 

Mr. Puitures. My point was that the general statement, which I 
am not sure that it would be confirmed if I were to make a careful 
analysis, many of these seem to be types of work you might consider 
suspending during the course of a war. Do you see what I mean? 

Mr. Cuapp. I understand what you say. 

Mr. Paruurps. I think you have an error here. You have an 
agriculturalist in grade 7, two agriculturalists for last year for $12,200 
and one for next year for $12,200, which I am quite sure is an error. 
I think it is probably two each year? 

Mr. Outver. That is obviously an error. 

Mr. Pures. It is called an agriculturalist; anybody who gets 
$6,100 a year salary, is not a farmer, he is an agriculturalist. 

Looking down your list, I suggest it might be a proper exploration 
for this committee, or for you, to see whether or not food-processing; 
specialists and the general group of people to whom my eye was 
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attracted by raises in salaries are not in groups that could reasonably 
be suspended for the duration of an expensive war. 

If you would like to say something about that, you can. That isa 
very general statement on my part, subject to exploration by me as 
well as by you. 

Mr. Cuiapp. I would be glad to comment on it, Mr. Phillips. 

Mr. Puitures. Why can you not drop off some of those people and 
put them on the more important war work? 

Mr. Ciapp. We put people on work that they are competent to 
perform. If we do not have work in things they are competent in, 
then they leave the TVA. 

Mr. Puruurps. I was talking about the money amount. That is 
what interests this committee. 

Mr. Cuapp. Yes. Of course, the reductions that are in prospect for 
1952 in staff may not be apparent as you look at the personnel lists 
and on the green sheets, but when you recall that our resource devel- 
opment program, for example, is cut almost in half, that means people 
are going to leave the TVA which is as it should be with such a cut in 
program and go where their services will be more nearly related to 
national defense, I hope. 

The cut in money applied to programs means a cut in the number of 
people. Now the fact that we have a net increase in the total number 
of salaried employees is accounted for by a tremendous increase in the 
size of our construction program. 

Mr. Puttuirs. No; that statement is not entirely confirmed by the 
figures. You give me here, in the green sheets, item by item, an 
individual by individual statement and I am talking about that state- 
ment and not about a total figure at the end. Certain of these items 
are easily understandable; I can see why you have an increase for civil 
— and for electricians if you are going into a building program. 

My feeling, and I think of other members of the subcommittee, is 
that we should absorb the requirements of war in the existing personnel 
and that to do that it is necessary to do one of two things, work longer 
hours, or suspend certain functions, which may be extremely desirable 
in peacetime but which may not be possible to finance in war. 

Mr. Criarp. That is precisely what this budget reflects, Mr. 
Phillips, I am sure there is room for difference in view as to what 
degree that should take place, but this budget which shows a sub- 
stantial reduction in nonpower activities and nonpower programs is, 
I would say, a direct reflection of an attempt on our part to take that 
into account. 

COST OF RESEARCH ACTIVITIES 


Mr. Puituips. You show research to about $3,000,000 a year. 
Would you say that is an accurate figure? I have done it very 
hastily from your justifications, what would you say? 

Mr. Crapp. I do not know whether you include in that figure the 
$1,400,000 for fertilizers and munitions research or not. From one 
point of view fertilizer and munitions research may not seem to be 
directly related to national defense. On the other hand, TVA’s 
ability to supply from these facilities phosphor and ammonia to the 
Army and Chemical Corps is possible as a result of the fact that we 
have been carrying on research. 
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MAINTENANCE AND UPKEEP OF ROADS 


Mr. Puriuirs. That may be, but’I am looking over this, adjusting 
some things that probably this committee should look into rather 
carefully, as I say, in time of emergency. How about the road funds 
of $200,000, construction of roads? Is that just a figure based on 
previous estimates or have you put down already what you expect 
to do in road building for next year? . 

Mr. Ourver. I am not familiar with that $200,000 figure for roads. 

Mr. Parures. It is in your justification. 

Mr. Ourver. In 1952? 

Mr. Puruurrs. That is right. 

You have increased your safety figure from 793 to 901 which I 
presume is security? 

Mr. Cuiapp. That is right. We have closed our powerhouses to 
visitors in order to make it possible for us to gain a greater degree of 
security with the smallest possible expansion of our guard force. 

Mr. Puitires. If you close your facilities, does that require more 
guards? 

Mr. Cuapp. Yes;it does. In part, to make the closure effective and 
help police the areas and achieve greater degree of security from out- 
side possibilities of sabotage. 

Mr. Puaiuurres. You have $50,000 for development of your fish and 
game program in a war year? 

Mr. Cuapp. That was a reduction from about $90,000 which means 
that it cuts it almost in half. If, as a matter of policy, all items that 
have no direct relationship to national defense are to be eliminated, 
that is the type of activity we should reexamine. And yet, one thing 
that was interesting to me and a significant thing to me was that during 
the last war as food shortages became more important and more 
pressing—lI hope they will not occur within the next few years—there 
was a much greater interest in our internal fishery in this country. A 
lot of people began to rely on fish when they could not get beef. 

Mr. Outver. Mr. Phillips, you mentioned road funds. The figure 
of $200,000 is for maintenance and upkeep of roads and dam 
reservations. 

Mr. Puiurres. That is on the basis of experience? 

Mr. Otiver. Yes. That figure has been reduced from a current 
figure of $453,000. We have cut that activity more than half for the 
fiscal year 1952. This will defer much maintenance, probably more 
deferral than is economical or prudent. 

Mr. Puitures. Apparently in the matter of research, I did not 
include the $1,400,000 you mentioned, as I have no figure like that 
here. I have a number of individual items taken out of your book, 
each one some sort of research and the largest figure that I have is 
$1,000,000. 


INCOME FROM FERTILIZER PROGRAM 


Again, we spoke about fertilizer and I do not want to repeat the 
testimony of the hearing but you are spending apparently $437,000 for 
the fertilizer program with which I am nae in accord and think 
it is excellent, but you are only taking in $66,000 to offset it and I 
have thought you would take in more money as an offsetting item. 

Mr. Cuiapp. The income that is received from the fertilizer program, 
the test demonstration program, is $194,000. 
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Mr. Puiuips. I have two figures, $200,000 for administrative and 
$237,000 for the fertilizer itself with an offsetting income of $66,000. 
They are all taken out of the green book. 

Mr. Criapp. That would be for only a portion of the program. The 
total amount of money that comes in as part payment fertilizer and 
test demonstration program, is $194,000. 


FURNITURE AND EQUIPMENT COSTS 


Mr. Puiuups. That is better. I do not know whether it is enough, 
but it certainly is better than the figure I have. Then you have 
$300,000 for office furniture and equipment. Why is that item so 
large? 

Mr. Ottver. Most of that money is for the equipping of on-site 
construction offices with furniture and equipment in connection with 
beginning construction. 

Mr. Puiuurps. It seems to me, on your policy, that ought to be 
charged against the project. If you charge administrative costs and 
other costs against individual construction jobs, this should be charged 
against a job. 

Mr. Otrver. It is charged that way. Initially it is purchased in 
the category of general plant and later it is charged against the project 
as used. 

Mr. Puitures. Why does that item appear here? 

Mr. Ottver. It is purchased as a general plant item. A desk and 
chair out on a project will be charged to that project when it is assigned 
there. 

Mr. Puaruires. Has your budget ever shown us a credit to that 
account? 

Mr. Outver. Yes; if you look on page 23 of the blue book you will 
find an item ‘‘Less depreciation on facilities and equipment in service.” 
The equipment is purchased out of this account, and when assigned 
to a particular project, this account is credited for the whole of the 
item or a depreciation charge is made against the project which credits 
the office and facilities equipment budget. 

Mr. Cuapp. There are two ways we can do it. We can turn over 
to the project manager in charge of building a steam plant, the job 
of buying furniture for his office and absorbing it in the cost of the 
project. 

Mr. Putuuips. I do not object to your buying it, it is probably 
better business; but I am not sure I like your accounting. 

Mr. Ciapp. The accounting is for the purpose of segregating all 
general plant and facilities so that we can control it and account for 
it accurately according to the function that uses it. 

Mr. Puitirres. How much equipment of that kind have you pur- 
chased in the life of the TVA? 

Mr. Cuiapp. It would be a sizable amount. 

Mr. Puiuurps. You are only depreciating about $600,000 a year at 
the most. Two years ago, it was $500,000. Certainly at that amount 
you cannot be charging it against the project. 

Mr. Ouiver. This is the depreciation in this particular category. 
It is in effect a rental charge for equipment which is out on the projects, 
office facilities and equipment. Now you will find in other categories 
within the budget—under the chemical plant item, for example, a 
credit of.$195,000 for the rental of equipment under that item. 
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Mr. Puitires. You contend that the amounts you charge out clear 
your account against a project? 

Mr. Ourver. In the long run it will clear out the account against 
the projects. 


TRANSMISSION FACILITIES 


Mr. Puiturps. On page 19 of the blue book you have an interesting 
statement. You ask for an item of $6,445,000. You say the remain- 
der of the 1952 estimate, $6,445,000, includes $2,500,000 for trans- 
mission facilities to serve such new loads as may develop i in the power 
service area and for which facilities are not otherwise specifically 
provided. 

Do you not think this committee would do well to wait until you 
know what you want the $2,500,000 for, if and when? 

Mr. Wessenaver. I might explain, Mr. Phillips, that that amount 
of money is provided from the corporate funds and not from appro- 
priated funds. It is set up to provide for needs that may develop. 

Now, for example, we mentioned this morning some projects which 
we did not know about even 2 months ago; but yet for which facilities 
will have to be provided before 1952, even belo ore this fiscal year is 
over and it would be out of that item that such facilities would be 
provided. For example, an industrial concern decides to locate in 
the Tennessee Valley and it is necessary for us to build a transmission 
line to serve it. We try to foresee insofar as we can the facilities 
needed and to present in the budget for the fiscal year under con- 
sideration a tabulation of the items which we know about. However, 
there are always some items that turn up that we do not know about 
at the time the budget is submitted. that will, before the year is over, 
be needed. 

Mr. Puiturps. You just said this is out of funds which are not ap- 
propriated? 

Mr. Wzssenaver. That is right. 

Mr. Paiturps. How much would the sum total be oan next year? 

Mr. WessENAvER. The estimate of requirements for transmission 
facilities to be financed from corporate funds is about $24,500,000. 

Mr. Coupert. Does this include the $6,000,000? 

Mr. WessenAvsER. This includes the $6,000,000. There is an item- 
ization of that, given in the blue book starting on page 16 and continu- 
ing through to page 19. 

‘Mr. Puiuxies. Incidentally, has that been made a part of the record? 

Mr. WessENAUER. That is in the record, sir. 

Mr. Purturps. Was your balance sheet also put in the record? 

Mr. WessENAUER. Yes, sir. The whole book was, sir. 

Mr. Yarrs. You spoke of a new plant, coming into the valley and 
your agency installing a transmission line for that plant. What cost 
does the new plant pay for that transmission line? 

Mr. WessEenaver. They do not pay specifically for the transmis- 
sion facilities but the power rate that is charged to the industrial user 
is adequate to cover not only the costs of producing the power at the 
generating plants but also of transmitting the power to them. 

Mr. Yates. Over what period of time? 

Mr. WessenAver. Normally over the life of the facilities. In 
some cases where the new load is of a temporary character and would 
not be in existence for the normal life of the transmission line con- 
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structed for serving the load and if there does not appear to be a 
future use for the line, if it is only useful for that particular operation, 
then we would ask the concern to contribute to the cost of that 
transmission line either by paying for it in advance or by paying for 
it by an addition to the normal rate. 

Mr. Yates. In other words the plant would pay the entire amount? 

Mr. Wessenaver. It would certainly pay all of the part of the 
cost that we could not realize any other way. 

Mr. Covupert. Is it perfectly clear then that in answer to Mr. 
Phillip’s question about that item of $6,445,000 at page 19, that that is 
in effect a contingent item? 

Mr. WessENAUER. No, sir; if that is your impression, it is not clear. 
Mr. Phillips was referring to the item of $2,500,000. 

Mr. Coupert. I mean, the $2,500,000 is in fact a contingent item 
not presently contemplated in any program that you have prepared 
and for which requests are made here? 

Mr. WEssENAUER. It is contingent in this respect: we know from 
the experience we have had in previous years that items will come up 
between the time that the budget is prepared and the time we finish 
the fiscal year. There will be such items in the fiscal year 1952 which 
will definitely call upon funds of this order. 

Mr. Coupert. Has it been your practice in the past to provide in 
the budget such contingent items which are not connected with the 
completion of any existing project? 

r. WessENAUER. I believe, sir, that you will find each year we 
have included an item of this type in the corporate fund budget that 
would be used for transmission facilities. 


Corporate Funps 
ESTIMATED BALANCE, JUNE 380, 1951 


Mr. Pururrs. My first question is to ask what balances you have. 
What balance do you have in your corporate funds or what balance 
do you expect to have as of July 1, if you would rather give that? 

Mr. Otiver. We expect a balance in the corporate funds of $26,- 
295,000 this year. 

Mr. Puiturrs. What did you carry over last year—June 30 out of 
operating funds, administrative and operating funds and what do 
you expect to carry over this present June 30? 

Mr. Oniver. We will carry over the $26,295,000 this year. 


APPROPRIATED FuNps 
ACTUAL BALANCE JUNE 80, 1950 


Mr. Puriurps. Of the appropriated funds, what will you carry 
over? Did you carry any over last year? 

Mr. Oxtver. $2,400,000 was unobligated as of the end of the year. 
This budget contemplates that there will be no unobligated balance 
from appropriated funds at the end of the current fiscal year. 
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EstimatE OF Power To Br GENERATED BY 1954 


Mr. Puiiures. What amount of current do you expect to generate? 
That is not clear. Working backward, according to your book, in 
1954 you will have about 6.2 million kilowatts; that includes 6.1 of 
your own and 100,000 provided by the Army engineering people. 

Mr. Crapp. The 6,176,000 kilowatts is the assured capacity. 

Mr. Puiures. I took it out of your books in round figures, 6.1. 

Mr. Cuiapp. That is right. The 6,176,000 kilowatts of assured 
capacity as distinguished from installed capacity assumed 100,000 
kilowatts in Army projects on the Cumberland. 

Mr. Puiuurrs. Going on backward, you expect to have by Sep- 
tember 1952, 3,100,000 and since you are adding in that from your 
chart 2,473,400, I make your present capacity only 626,600. 

Mr. WessEeNAvVER. There must be some error in that calculation. 

Mr. Puiturrs. I think there is an error and I want to know what it is. 

Mr. WesseNAver. We have at the present. time, Mr. Phillips, 
installed capacity which is the figures you are looking at in the blue 
book of 3,100,000 kilowatts. 

Mr. Puiturps. Which includes the 2,473,000? 

Mr. Wessenaver. Let me go back, please. The 3,100,000 kilo- 
watts which we already have on the system includes not only our own 
plants but the ones on the Cumberland and the plants of the Alumi- 
num Co. of America which are operated as part of the system. We 
have under construction, and the Corps of Engineers have under con- 
struction on the Cumberland enough capacity to bring the installed 
capacity to about 6,050,000 kilowatts. That does not include the 
100,000 kilowatts proposed on the Cumberland for operation in 1954. 

Then we have proposed in this budget new projects, with an installed 
capacity of about 550,000 kilowatts on our part and 100,000 kilowatts 
from the Corps of Engineers’ project, making a total addition for 1954 
of about 650,000 kilowatts. So that we will have a total installed 
capacity by the end of 1954 of about 6,700,000 kilowatts. This would 
provide a total assured capacity of 6,176,000 kilowatts at that time. 

Mr. Puiturps. I think my mistake was to take the item of 2,463,000, 
which is the total of one of those lists, as a separate item. Asa matter 
of fact, that is included in the 3,000,000 addition? 

Mr. Wessenauer. That is right. 


| INCOME AND EXPENSES 
POWER OPERATIONS 


Mr. Covupert. I am impressed by the figures on page 82 of the 
blue book, statement B, showing that year after year from 1950 
through 1952 there has been a very substantial increase in the total 
operating revenues for power operations and at the same time a 
declining net income from power operations. I would be interested 
in any comment you would like to make on that, you or your dis- 
tinguished engineer. 

Mr. WEssENAvER. Let me explain it for you, Mr. Coudert. Nine- 
teen hundred and fifty was a favorable year in the operation of our 
system from a rainfall and stream-flow standpoint. Therefore, 1950 
is an above-average year in production of hydro energy with conse- 
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quent lower production of steam energy so that we had earnings in 
that year of $26 million. Our expense for supplementary power and 
steam power was low in that year because we had more hydro power. 
Now for 1951 and 1952, we have estimated on the basis of average 
water conditions so that in those years we would have normally a 
smaller return. 

The second factor that affects the net in 1952 is that we must operate 
at full capacity using our least efficient plants and we must obtain 
power from our neighbors at higher-than-average costs from their 
marginal plants. Our expenses therefore are higher per kilowatt-hour 
than if we had been able to have new plants on our own system for 
supplying our full requirement in 1952. 

Mr. Covupert. Is that not an extraordinarily large increase? In 
1951 your direct expenses are $29 million and in 1952 they will be 
$49 million. ‘That is an increase of $20 million, nearly double, while 
at the same time your total operating revenues increase some $20 
million from $64 million to $83 million. It is a little shocking to me, 
frankly. There must be something more to it. 

Mr. WesseNAUER. One of the items, for example, is the one that 
you mentioned this morning. We will be purchasing about two 
billion kilowatt-hours from neighboring systems at a cost of over 
$10 million. 

Mr. Coupert. That would account for $10 million of the $20 
million increase? ° 

Mr. Wessenaver. That is right. In addition we will need to in- 
crease generation at our steam plants requiring about $5 million over 
1951. That is shown on schedule B. 

Mr. Coupert. On that schedule B? 

Mr. WessenAverR. That is right. Let me get you the rest of it. 

Mr. Couperr. I find the most disturbing part of your operation, 
Mr. Clapp, is that you go on with these power operations from year to 
year constantly increasing your facilities, increasing your customer 
loads and yet I do not see why you cannot some day increase your 
profits? 

Mr. Cuapr. Our rate of return, Mr. Coudert, is not quite as dis- 
couraging as you seem to think. 

Mr. Couperr. I am just looking at the figures. 

Mr. Cuiapp. From the beginning, including the so-called develop- 
mental years when we were tied up in litigation and without outlets, 
we have averaged slightly over 4 percent on the power investment in 
the system. 

In 1950, this unusually good year that Mr. Wessenauer referred to, 
our rate of return, net income related to average investment for the 
year, was 5.8 percent. 

Mr. Coupert. Do all power companies show such violent fluctua- 
tion as between 1950 and 1952? 

Mr. Wessenaver. They could. 

Mr. Covuperrt. Is that because of the hydro nature of this? 

Mr. Cuiapp. That is partly it. 

Mr. Wessenaver. Thatisright. Asa matter of fact, Mr. Coudert, 
as between an average year and a very dry year, our operating expenses 
can vary in the order of $20 million with the same kind of load 
conditions. 

Mr. Covuprert. Operating expenses alone? 
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Mr. WessENAUER. That is right. 


Mr. Coupert. That would mean double, $20 million one way or 


the other? 

Mr. WEsSENAUER. Yes. 

Mr. Covupert. That is extraordinary. 

Mr. WessEenaver. In order to show the increase in earnings, | 
might cite some figures for you. In 1943 our net was about $11 
million. In 1945 we had $17 million; 1946, $16 million; 1947, $21 
million; 1948, about $16.5 million; 1949, $21 million; and 1950, over 
$26 million. 


Mr. Coupert. So you are moving up a little bit at that. 
Mr. WesseNAvER. Yes. 


_ Mr. Covuprrt. But very little relative to the increase in appropria- 
tion. We keep pouring in money. 
Mr. WessENnaver. Over the period since the beginning, these 
earnings average about 4 percent of the investment in power facilities. 
Mr. Couprert. Depending on what you put in as costs. 


REPAYMENT OF INVESTMENT IN PowER PROGRAM 


Now, Mr. Clapp, I seem to recall back in the Eightieth Congress 
we adopted some amendments to the Corporations Act, calling for 
some kind of reimbursement? 

Mr. Gore. You are referring to amortization? 

Mr. Coupertr. Yes. What is that. and what is included in the 
budget for that? 

Mr. Cuapp. That provision, Mr. Coudert, is in effect. 

Mr. CoupeErt. Where is that? 

Mr. Cuiapp. Page 77. It provided that we were to pay back out 
of our revenue the amount that had been appropriated by the Congress 
and put into the power system. That figure as the committee found 
was $348,239,240. It further provided that we should repay one 
quarter of that total by June 30, 1958, and one quarter within each 
succeeding 10-year period or repayment of all of it by June 30, 1988. 

Now, you will notice that we have repaid up to June 1950, 
$21,500,000 since that provision was put into effect. 

Mr. Couprert. That would be 2 years. You would have 8 years 
still to go for a total of what? Is it almost $100,000,000? You 
would have another $75 or $80 million to go? 

Mr. Cuiapp. It would leave $66 million. 

Mr. Couperrt. Sixty-six still payable between now and by 1958 
you will owe $47 million? 

Mr. Criapp. We will have paid it by 1958 plus what we have paid 
up to date. 

Mr. Coupert. Yes. 


ESTIMATED REPAYMENTS, 1951 


Mr. Ciapp. Now you will notice on that schedule that our estimate 
for repayment in the fiscal year 1951, the one we are in now, is $9 
million, $5 million of it in bond redemptions and $4 million in direct 
payments. 

Mr. Covupert. Four million dollars in bond redemptions. 

Mr. Cuiapp. I am talking about 1951 now. 

Mr. Coupert. All right. 
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ESTIMATED REPAYMENTS, 1952 


Mr. Crapp. We estimate that in fiscal year 1952 repayments will 
be $4 million in bond redemptions and $5 million in direct payments 
into the Treasury. So that as of the end of 1952 we will have repaid 
$39,500,000, leaving $47,500,000 yet to be paid in the remaining 6 
years. If you strike an average of the amount we would need to pay 
each year, assuming we pay the average amount, it would be about 
$8,500,000. Our estimates are now running on the high side of that 
average. In some years, in one year in the last three, we ran under 
the average. 

Mr. Coupmra, Did the 1948 formula provide for amortization of 
subsequent appropriation? 

Mr. Cuapp. Yes. 

Mr. CoupErt. Does that show in this figure? 

Mr. Crapp. Yes, it shows in the upper part of that table, estimated 
additions that are scheduled to come in, just estimates as of the mo- 
ment. It also shows toward the bottom of the table what the 40-year 
requirement would be for these additions. 

Mr. Coupert. It looks from this as though you have $102 million 
to pay in the last year, 1992. 

Mr. Cuiapp. No. 

Mr. WessenaveErR. That would indicate that we would have to 
make payments on $102 million over the next 40 years beginning 
with 1953. 

Mr. Coupert. In any event the way the thing is in operation now 
you are repaying and you are planning to continue to repay your 
total appropriated funds, $348 million plus additions from time to 
time of appropriated funds so that if all goes well you will be paid 
out by the end of the 40 years? 

Mr. Cuapp. For each appropriate block of investments. 


PAYMENTS IN LIEU OF TAXES 


Mr. Couprert. What about payments to you of taxes? 

That was a subject of some interest, as I recall. 

Mr. Cuapp. Yes, sir. 

The story on that is a record of continued payment in lieu of taxes 
under section 13 of the TVA Act. We are required to pay some 5 
percent of our gross revenue, allocate it under a special formula, that 
is written into the statute according to where it is generated and where 
it is sold. 

Mr. Covupsrt. Is there a statement of that in here? 

Mr. Crapp. Yes. 

Mr. WEssENAUER. It is in the statement of power operations shown 
on page 29, it is part of the expenses. We paid in 1950 approximately 
$2,470,000. 

Mr. Couprert. Payments in lieu of taxes? 

Mr. Yates. What percent is that? 

Mr. WessENAUER. Five percent of gross revenue that we receive 
from sale of power to everybody except Federal agencies. It is paid 
to the States and counties in which we operate. 

Mr. Couprrt. Are the local people satisfied with that formula or 
are they complaining? 
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Mr. Crarr. Most of the argument on it now, and it is not substan- 
tial, is an argument between the municipalities and the States as to 
distribution of those in-lieu payments within the State. On the whole 
it is working out well. 





WepnespbayY, Fepruary 28, 1951. 
REQUESTED APPROPRIATION LANGUAGE CHANGE 
PURCHASE OF AUTOMOBILES 


Mr. Gorr. The committee will please come to order. 

Mr. Clapp, on page 416 of the committee print, the Bureau of the 
Budget has recommended the insertion of certain language relating to 
the purchase of automobiles. Will you enlighten the committee upon 
the reason for this? 

Mr. Crapp. That provision would give us a net increase in the 
number of automobiles of 28. We would replace 172 passenger vehi- 
cles we now have in our fleet and add 28 to the total. The replace- 
ments are for the purpose of getting rid of vehicles that are beyond 
economic usefulness because of maintenance and repair requirements, 
and the new ones are needed to maintain the efficiency of our opera- 
tions. We are now moving into the largest construction program we 
have ever had, and some addition to our passenger automobiles is 
necessary for our people to get around on the construction jobs. 


PURCHASE OF SUPPLIES AND MATERIALS WITHOUT COMPETITIVE BIDDING 


Mr. Gore. Your other language change relates to the purchase of 
supplies and services without competitive bidding. That provision 
was requested in the supplemental in December but was denied by 
the Congress. What effects have you felt or have you suffered, if any, 
as a result of the language now in the law? 

Mr. Cuiapr. We do not press that language as a matter of urgent 
necessity at the present time, but it would be extremely helpful. It 
would make it possible for our design forces to designate equipment 
before they have worked out all of the specific details of some types 
of equipment. Lack of the language has not handicapped us greatly 
so far. All I can say is that although it would be very helpful; it is 
not yet an absolute necessity. 

Mr. Gore. What is the situation with respect to competitive bid- 
ding on generators and turbines? 

Mr. Ciapre. We get some competition, but the main problem now 
is to find shop space, and the emphasis has to be upon delivery dates 
in view of the very tight schedules we are required to meet, primarily 
for atomic energy. 

Mr. Gore. Have you placed orders either for turbines or generators 
or whatever the component parts of the power units are since the 
enactment of the supplemental request? 

Mr. Crapp. Yes; for the Shawnee and Kingston plant units. 

Mr. Gore. In what manner did you comply with the competitive 
bidding requirement with regard to those purchases or contracts? 

Mr. WesseNAUER. We had competitive bids from each of the two 
manufacturers that make the generators and the boilers; that is from 
Westinghouse and General Electric, for the generators, from Combus- 
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tion Engineering and Babcock & Wilcox on the boilers. We had to 
make some adjustment in order to assure that TVA Shawnee units 
and Electric Energy, Inc., orders did not get into the same shop. We 
have four units at Shawnee that will be coming from Westinghouse, 
and I understand the four units which Electric Energy, Inc., are ob- 
taining are coming from General Electric. Our boilers will come from 
Babcock & Wilcox while their boilers will come from Combustion 
Engineering. 

Mr. Gore. The fact that this language was left out of the supple- 
mental has not, then, in your opinion, seriously impaired your schedule 
for power on the line? 

Mr. Wessenaver. As to the major units, that. is correct. But 
there are innumerable other pieces of equipment where it would be 
very helpful to be able to know, primarily in the design stage, which 
manufacturers will supply them so that the design could move for- 
ward with maximum speed to meet this very tight schedule we are 
faced with. So far we have managed to work with the procedures we 
have. It would be very helpful, to have the language, but, as Mr. 
Clapp indicated, it is not yet absolutely essential. 

Mr. Gore. Mr. Clapp, have you secured options on proposed sites 
for the new steam plant? 

Mr. Cuapp. Yes; we have options on the land required for that 
site. 

Mr. Gore. How much land will be required? 

Mr. Cuiapp. About 500 acres. 

Mr. Gore. At what price is your option? 

Mr. Craprp. That I do not know. 

Mr. Gore. Does anybody know that? 

Mr. Wessenaver. I do not have it here. 

Mr. Gore. Would you supply it? 

Mr. Cuaprp. Yes; we can supply it. 

(The information requested is as follows:) 

We have purchased for $1,500 an option on the site for the Colbert steam plant 
which is good for a period of 6 months. 

Mr. Gore. Is there a rail siding already on the site? 

Mr. Cuapp. I think the site will require a small rail connection and, 
of course, the coal-storage yard will require considerable rail, as it 
would in any case. 

Mr. Wessenaver. The site is practically adjacent to the present 
Southern Railroad in the vicinity, and there will, of course, have to be 
an interchange yard and a loop ‘line into the plant itself. 

Mr. Gore. Will your fuel-burning facility be near enough to water 
to take coal from barges? 

Mr. Wessenaver. Yes. Of course, the powerhouse has to be as 
near to the river as possible because of the large amount of condensing 
water required. That will also make it possible to handle coal by 
barge with barge-unloading facilities. 


CoMPARISON OF ConstrucTION Costs, 1951 AND 1952 


Mr. Gore. What is the picture on construction costs in 1951 as 
compared with 1950? 
Mr. Crapp. Our chief engineer advised me within the last week 
that costs have gone up about 10 percent in the last 12 months. The 
80203—51—pt. 1——42 
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picture for the future is, of course, uncertain because we do not know 
what assumptions to make with respect to wage controls and price 
controls. The Engineering News Record index continues to climb as 
of February. 

Mr. Gore. This 10 percent for TVA construction cost would be 
attributable mostly to material cost or labor cost? Have you had a 
new wage formula or schedule within the last 12 months? 

Mr. Seaee Yes. We negotiated new wage rates effective in Jan- 
uary. The major element of increased cost would be in the price of 
materials, and labor costs, of course, are reflected in manufactured 
items. Lumber, cement, steel, as well as manufactured equipment, 
have been going up. 

Mr. Tuomas: Thank you, gentlemen, a million times, and thank 


you, Mr. Gore. It has been a very good examination. Thank you 
for your helpful cooperation. 


Mr. Crapp. Thank you, Mr. Chairman. 


Tuespay, Marca 13, 1951. 
FEDERAL TRADE COMMISSION 


WITNESSES 


JAMES M. MEAD, CHAIRMAN 

D. C. DANIEL, SECRETARY AND EXECUTIVE DIRECTOR 

JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF ANTIMONOPOLY 

CORWIN D. EDWARDS, DIRECTOR, BUREAU OF INDUSTRIAL 
ECONOMICS 

WILLIAM P. GLENDENING, JR., CHIEF, DIVISION OF BUDGET AND 
PLANNING 

E. MacINTYRE, CHIEF, DIVISION OF ANTIMONOPOLY TRIALS 


SUPPLEMENTAL EstTIMATES FOR ANTiMONOPOLY PROGRAM 


Mr. Tuomas. Gentlemen, we have with us today the Federal 
Trade Commission who are appearing in connection with a supple- 
mental item, as contained in House Document No. 66, of $500,000 
for fiscal 1952 to implement their activities with reference to monopoly 
work. An increased workload arises by virtue of the fact of a recent 
enactment of the Congress which sought to increase and make the 
Clayton Act more effective and close up some of the loopholes. 

It is nice to have you with us again, Mr. Chairman, and your able 
and genial staff. If you have a statement for us, we will be delighted 
to have you. 

Mr. Mrap. I have a very brief statement, Mr. Chairman, and, if 
I may, I will proceed with it. It carries with it an explanation of the 
history of the legislation and its application to our agency. 


GENERAL STATEMENT 


AMENDMENT OF SECTION 7 OF CLAYTON ACT 


In December last the President signed a bill amending section 7 of 
the Clayton Act so that it prohibits industrial mergers that may ad- 
versely affect competition. This bill had been long and carefully 
considered by the Congress. 
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In 1914, when the Clayton Act became law, the Congress forbade 
acquisition of the stock of a corporation by another corporation where 
the effect might be to substantially lessen competition. Such stock 
acquisitions were at that time the principal way in which monopolistic 
corporate structures were erected. As a result of the statute, however, 
a corporation which might have been prevented from acquiring the 
stock of another turned to acquisition of the other corporation’s 
assets instead. Court decisions during the 1920’s made it clear that 
such mergers were not unlawful even where a stock acquisition was 
used as an intermediary step. 

A quarter of a century ago the Commission began to call attention 
to this gap in the law in its annual reports and to recommend that 
the same principle be applied to acquisition of assets as to acquisition 
of stock. During the thirties, when corporate mergers were relatively 
few, the Congress did not attack the problem. After the war, how- 
ever, when the third great merger movement of this century got under 
way, the Commission pointed out the significance of the gap in the 
law in a report entitled, ““The Merger Movement,’”’ which was pub- 
lished in 1948. 

In the Eightieth Congress, committees of both Houses reported 
favorably upon a bill to amend the statute, but neither House took 
action. In the Eighty-first Congress, the bill was passed by the 
House of Representatives under suspension of rules procedure, and 
finally last December, after the Korean crisis, the bill was passed by 
the Senate and signed by the President. In the light of this history, 
it seems to me fair to say, first, that the amendment was well and 
long considered and represents the firm conclusion of the Congress 
as to the question of public policy involved; and, second, that in 
view of the date of the bill’s enactment, the Congress intended that 
the amendment should be vigorously enforced during the present 
emergency as well as later. 


EFFECT OF SECTION 7 AMENDMENT 


The effect of the amendment is to make it unlawful for one corpora- 
tion to acquire the assets of another where the result may be to 
substantially lessen competition or tend to create a monopoly in any 
line of commerce in any section of the country. In reporting the bill, 
committees of both Houses emphasized the point that it does not 
merely reenact the Sherman Act, but seeks to prevent effects upon 
competition that have not yet attained Sherman Act proportions. 
Consequently, the amendment imposes upon the Federal Trade 
Commission a duty of applying the statute to relationships that have 
not previously been held to be unlawful. 

Such work, of course, demands a discriminating attention to the 
standards that are to be applied, in order that the Commission may 
not err either by improvidently tolerating mergers that reduce com- 
petition or by overzealously attacking acquisitions of assets that 
have no significant effect upon competition. It also demands good 
judgment in determining what types of evidence are appropriate in 
ascertaining the probable future effect of mergers of different kinds. 
Pioneering work, such as this, is necessarily more difficult than the 
enforcement of statutes in fields where the paths are already well 
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trodden. It calls for a higher caliber of personnel and a more pains- 
taking attention to detail. 

Moreover, it is already becoming evident that the business com- 
munity will demand speedy decisions from the Commission in merger 
cases in a way quite unlike their attitude in other cases. In many 
instances in which the Commission charges that the law has been 
violated, the respondents want delay and try to slow up the case in 
every way available to them. Where the Commission questions a 
proposed merger, however, it is clear that respondents who may find 
it necessary to abandon a proposed merger have less to lose if they 
do so before the merger is completed than if, as a result of a subsequent 
decision, they must dissolve the bonds between enterprises which 
have already become united. Hence, we expect, and indeed are al- 
ready experiencing, demands that proposed mergers be considered 
before action is completed by the parties. Undoubtedly, these 
demands will be supplemented by even more urgent demands that 
where we proceed against a merger that has actually taken place 
we do so promptly and push the case to a conclusion promptly. Thus 
the interest of respondents and the public interest will require us to 
keep our merger work current. 


USE OF $75,000 RESERVE IN ENFORCEMENT OF AMENDMENT 


The amendment is now law. To enable us to begin enforcing the 
law, the Bureau of the Budget is releasing to the Commission $75,000 
of this year’s appropriation which was impounded as a reserve at the 
beginning of the year. Allowing for delays in recruitment, we expect 
to be able to operate during the last 2 months of the present year at 
substantially the level which we are requesting for the coming fiscal 
year. That is, Mr. Chairman and members of the committee, we 
expect the recruitment and organization of this work will require some 
time, but by the Ist of May—and throughout May and June—we will 
be well into it and the $75,000 will take care of us for that 2-month 
period. 





SUPPLEMENTARY REQUEST FOR 1952 


It is against this background that the Commission makes its present 
request for $500,000 for fiscal 1952 to enforce section 7 of the Clayton 
Act, as amended. I have brought with me staff members, including 
Joseph Sheehy, Director of the Bureau of Antimonopoly, and Corwin 
Edwards, Director of the Bureau of Industrial Economics. The 
investigation and prosecution of merger cases will be assigned to these 
two Bureaus. In addition, we have other members of the staff who 
are familiar with the budget generally and with this item in particular. 
The heads of these Bureaus are at your disposal to discuss the expected 
volume of work as it bears upon the amount of money we are requesting 
and to give you any other details which may be of interest to you. 

Mr. Tuomas. That is a very nice statement, Mr. Chairman. I 
read your justification here and you gave some very pertinent infor- 
mation and some very illuminating figures. I believe you eliminated 
from your statement the figures that you have here in the justification, 
did you not? 

Mr. Mean. Yes. The figures that I have in the statement are 
merely round figures of $500,000. 
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Mr. Tuomas. I think it would be well to insert pages 1 through 5. 
It is very fine information. 
(The pages referred to are as follows:) 


FepERAL TRADE CoMMISSION BupGET JustiFICATION To Enrorce Pusiic Law 
899, E1cury-First CoNGRESS 


Enactment of Public Law 899, which amends section 7 of the Clayton Act, has 
imposed substantial new duties upon the Federal Trade Commission and has 
rendered the sums contained in the Commission’s budget submission for fiscal 
year 1952 insufficient for the enforcement of the antimonopoly laws. 

The effect of the new legislation is to prohibit a company from acquiring the 
assets of another company where the effect ‘“may be substantially to lessen com- 
petition or to tend to create a monopoly” in any line of commerce in any section 
of the country. In other words, the bill prohibits industrial mergers that reduce 
competition. However, mergers that do not reduce competition are not pro- 
hibited. Thus, application of the law to each merger necessitates a prediction 
bolstered by legally adequate evidence as to the probable effect of a proposed 
merger upon future competition in the industry and area affected. 

Since the end of the Second World War the United States has been in the middle 
of a merger movement, the third merger movement of the kind since 1900. In 
1948 the Commission reported that more than 2,450 concerns had disappeared 
by mergers between 1940 and 1947. This amounted to more than one for every 
working day during that. period. Toward the end of 1947 mergers were running 
at the rate of about 500 a year, which is equivalent to 5 in every 3 working days. 
There is no reason to believe that the frequency of] mergers has substantially 
changed in the ensuing 24 years. 

In about half of the mergers examined by the Commission, the acquiring con- 
cern had assets of more than $10 million, and in about one-quarter of them, assets 
of more than $50 million. More than 60 percent of these mergers were among 
concerns engaged in the same line of business, and nearly 20 percent more involved 
acquisitions of concerns that were actual or potential suppliers or actual or poten- 
tial customers of the acquiring concern. Thus, almost 80 percent of the mergers 
raised problems of the kind that the amendment of the Clayton Act is designed to 
meet. 

Investigations of mergers are expected to create problems of unusual difficulty. 
To undertake a legal proceeding against a merger calls for comprehensive knowl- 
edge of the products, areas of sale, and channels of distribution of the companies 
involved and the importance of these companies in the total flow of similar prod- 
ucts in each area and industry. It may also require close examination of the way 
in which the merger will affect the extent of patent control, the dominance of 
trade-marks, the influence of long-term contracts for raw materials, the signifi- 
cance of exclusive dealing arrangements, and many other types of relationship 
through which preponderant power may express itself. Thus, the information 
required to proceed against an unlawful merger is comparable in scope and 
capacity to that required for a dissolution proceeding under section 2 of the 
Sherman Act. It is substantially greater than that now required for the typical 
antimonopoly proceedings instituted by the Federal Trade Commission. 

Moreover, the Commission will be under special pressure to obtain and use chis 
information rapidly. Prevention of an unlawful merger before it takes place is 
preferable to proceedings designed to dissolve an unlawful merger that has already 
taken place, both because it minimizes the damage to competition and because it 
avoids the disorganizing effects that necessarily accompany severance of business 
activities once these activities have been knit together. In the typical case in 
which the Commission begins to investigate a proposed merger, the effecc is likely 
to be suspension of the plan to merge and demand by the companies that the Com- 
mission decide quickly whether or not it intends to attempt to prevent the merger. 
Even where the merger plan is carried out, there is certain to be great pressure upon 
the Commission to complete its investigation quickly so that the risk of being re- 
quired to dissolve the merger may be terminated. It is also probable that the 
Commission will be invited to issue many advisory opinions as to mergers that are 
contemplated, either in order that the parties may determine whether or not to 
proceed or in order that the form of the merger may be modified, if necessary, to 
avoid preventative action by the Commission. A blank refusal to comment as to 
any proposed merger except by instituting legal proceedings is likely to be im- 
practicable; yet unless the Commission can investigate rapidly, it will typically be 
unable te determine whether and to what extent advance.eommeni is.appropriate. 
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Under such circumstances, the Commission’s position will be indefensible if pro- 
posed merger cases must be placed in an inactive file to await their turn for in- 
vestigation. 

These considerations are reinforced by the probability that extensive voluntary 
compliance with the new statute can be achieved only, if during the first few years 
after enactment, the Commission investigates and acts promptly in most cases 
in which a violation of law appears to be probable. . 

It is believed that for a period approximating the first year under the new 
statute probably 250 and perhaps as many as 400 investigations would be war- 
ranted. However, sufficient funds to carry that many investigations are not 
being requested. It is hoped that by using the utmost care in the selection’ of 
cases for investigation the total number selected will be held to somewhere be- 
tween 125 and 200. It is expected out of that group a considerable number will 
result in formal complaints. The significance of this workload is evidenced in 
the fact that in the fiscal year ending June 30, 1949, the Commission completed a 
total of only 996 investigations of all kinds, of which more than 600 involved 
deceptive-practice matters such as typically require only limited field work. It 
completed only 127 restraint of trade investigations under the Federal Trade 
Commission Act and only 176 investigations under the various antimonopoly 
provisions of the Clayton Act. Thus, the new statute will approximately double 
the number of antimonopoly cases which would warrant investigations. It will 
add substantially to the volume of work, since, on the average, merger investiga- 
tions must be more extensive than the average antimonopoly investigation now 
undertaken. If half of the investigations of mergers should result in legal pro- 
ceedings, the Commission would issue at least 30 to 50 complaints in this field. 
In the fiscal year ending June 30, 1949, the Commission issued not quite 150 
complaints altogether, of which only 102 were in the antimonopoly field. As soon 
as the commission can attain a normal flow of work upon mergers, its complaints 
in this field are likely to more than double its formal antimonopoly case work, 
Because of the pressure for speed, it is probable that the typical merger investi- 
gation must be completed in substantially less than a year and that the issuance 
of complaints will begin very shortly after the investigatory work is undertaken 


BurEAU OF ANTIMONOPOLY 
POSITIONS REQUESTED, 1952 


Mr. Tuomas. Getting down to your dollars and cents angle—and 
we will refer to this for a minute—for the fiscal year 1952 you have 
requested for your antimonopoly work about 300 employees; is that 
correct? 


Mr. GLENDENING. Approximately correct. Yes, sir. 


ADDITIONAL POSITIONS REQUESTED, 1952 


Mr. Tuomas. Here is a supplemental estimate of $500,000 to 
implement the new act dealing with the closing of loopholes in the 
Clayton Act. The $500,000 which is now before us carries 88 addi- 
tional employees; is that correct? 

Mr. GLenpDENING. That is correct. ° 


EXTRA COST OF INCREASED ACTIVITIES, 1951 


Mr. Tuomas. And you will get under way in the months of April 
and May of this year in the recruiting of this staff for these additional 
duties, and it will require for the remainder of the fiscal year 1951, 
$75,000; is that correct? 

Mr. GLENDENING. That is correct. 

Mr. Tuomas. Are you absorbing the $75,000 from the fiscal 1951 
funds, or are you getting some Presidential emergency funds? 

Mr. GLENDENING. No, sir. 
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Mr. Danrev. That is the amount reserved, Mr. Chairman. Under 
the appropriation bill the Bureau of the Budget reserved it and for the 
purposes of carrying out the provisions of this new act the Bureau of 
the Budget has told us they would release that amount to the 
Commission. 

Mr. Tuomas. They will release the $75,000? 

Mr. DantgEt. Yes, sir. They will release the $75,000. 

Mr. Tuomas. When will you actually get started now on your 
recruitment? 

Mr. Danret. Well, sir, we propose to start soon. Just today, I 
believe it was, we got final word or verbal word from the Bureau of 
the Budget, and we propose to have our iull staff and have a full 2 
months on this program the last 2 months of this fiscal year. 


ISSUANCE OF ADVISORY OPINIONS 


Mr. Tuomas. I notice, Mr. Chairman, that this new act really puts 
youina quandary. I quote your own language here: 

It is also probable that the Commission will be invited to issue many advisory 
opinions as to mergers that are contemplated, either in order that the parties 
may determine whether or not to proceed or in order that the form of the merger 
may be modified, if necessary, to avoid preventative action by the Commission. 


Now, quoting further, you say: 


A blank refusal to comment as to any proposed merger except by instituting 
legal proceedings is likely to be impracticable; yet unless the Commission can 
investigate rapidly, it will typically be unable to determine whether and to what 
extent advance comment is appropriate. 

Well, as a matter of fact, the statute does not give you any authority 
to make any advance comment, does it? You are charged with the 
dissolution and the prevention of these mergers which may tend to 
do this, and to do the other, and so forth. I can remember when I 
had some connection with mail-fraud cases, a gentleman who would 
have an idea of promoting the drilling of an oil well and financing it 
through the mails would sometimes be a little cautious and come 
down to the United States attorney and want to know if his plan was 
not illegal. Of course, if we told him that it was not illegal and then 
later you had to drag him into court, you were in a little bit of an 
embarrassing position. So, we uniformly took the position that it is 
not our job to advise them. We may advise them wrongly. It is our 
job to act after they have acted. 

However, you very well point out the position you are in. Of 
course, people are going to come to you and will want your advice 
in advance. Then, should the plan vary slightly from what your 
understanding of the plans were, and then should you later have 
to haul them up for dissolution, you would really be on the spot; 
would you not? 


ISSUANCE OF ANTIMONOPOLY COMPLAINTS 


I notice among some other very interested statements that you 
made here, one that in the fiscal year ending June 30, 1949, the Com- 
mission issued not quite 150 complaints altogether, of which only 
102 were in the antimonopoly field. I presume that it is those figures 
that gave rise to some thinking on the part of the Hoover people and 
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their work teems in the reorganization of the Federal Trade Com- 
mission. 

You give us that figure of 150, which covers the entire number of 
complaints in 1949, issued by the Commission, and 102 were issued 
by the Commission in the field of antimonopoly. You give us that to 
bolster your prognosis of your workload in 1952 under this new act. 
You estimate that there will be perhaps 400 investigations and, to 
quote your language further, you say: 

It is hoped that by using the utmost care in the selection of cases for investi- 
gation the total number selected will be held to somewhere between 125 and 200 

The figure of 400 is your figure, based upon the number of mergers 
that were going on in 1948, 1949, and 1950; and you further point 
out that the further acceleration in 1950 may even pass the 400 
figure; is that correct? 

Mr. Meap. I think there were some 80-plus since the law was 
signed by the President. 


ASSIGNMENT OF REQUESTED ADDITIONAL STAFF 


Mr. Tuomas. These 88 positions will be assigned to what three 
divisions of the Commission? Is that Legal Case Work, Economic 
and Financial Reports, and Export Trade? Is that where you intend 
to assign these 88 people? 

Mr. GLENDENING. No, sir. They will be assigned mainly to the 
Bureau of Antimonopoly and the Bureau of Industrial Economics. 
There will be a few clerk-stenographers elsewhere in the Commission, 
in the pool and so forth. 

Mr. Tuomas. You have it broken down in a little bit different form 
than it shows up in your green sheets, and that is the only informa- 
tion in your justification as to the breakdown. You have it broken 
down in the green sheets as Legal Case Work; Economic and Financial 
Reports; and Export Trade, to the tune of roughly $490,000. 

Mr. GLENDENING. That is just legal case work, antimonopoly. 

Mr. Epwarps. You are looking at the regular 1952 budget. 

Mr. Tuomas. No, that is a revised budget. Give it to us as you 
will spend it. I am reading from your own justifications. 

Mr. Epwarps. In the justification you have before you the first 
column was the budget before revision. The second column is the 
budget after revision, and the difference column shows the supple- 
mentary requests. 

Mr. THomas. I understand that. 

Mr. Epwarps. That third column is practically all legal case work. 

Mr. THomas. What comprises legal case work? I believe the 
budget officer down here said it would be some Bureau of Statistics 
and Research, and so forth. 

Mr. Epwarps. This is work in which a good deal of economic 
evidence will be required, and all of the funds assigned to the Bureau 
of Industrial Economics will be for case work by economists in collab- 
oration with the lawyers. 

Mr. Tuomas. How does it break down between economists and 
lawyers? 

Mr. Epwarps. Twenty-nine attorneys, twenty-one economists, 
and thirty-eight clerks and stenographers. 
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INCREASED COSTS, 1951 AND 1952 


Mr. Pures. On February 15 you came before this subcommittee 
justifying your regular request for the budget. On what will be page 
165 of the hearings I asked you, Mr. Glendening, if Congress had 
given you any loopholes to plug, and your reply was “Yes.” I asked 
you how many additional personnel you expected to put on, and at 
that time you testified you did not expect to put on a single person. 
You said: 

I do not believe we have put on a single person in connection with that. We 
have now pending at the Bureau of the Budget a request for a supplemental 
appropriation. : 

How many additional people does this request contemplate? 

Mr. GLENDENING. The one we have before us now? 

Mr. Putuuirs. Yes. 

Mr. GuLENDENING. Eighty-eight persons. 

Mr. Puruurrs. At that time you said you would ask the Bureau of 
the Budget for $225,000 for the balance of this fiscal year, and $950,000 
on an annual basis. 

Mr. GLENDENING. Yes, sir. 

Mr. Puiuuips. You are not asking anything for the rest of this fiscal 
year? 

Mr. GLENDENING. No, sir, because instead of giving us anything 
additional they are releasing the $75,000 they had placed in reserve. 

Mr. Puituips. You are getting $75,000 for the rest of this year? 

Mr. GLENDENING. Yes, sir; we are getting $75,000. 

Mr. Puiuures. And the $500,000 for which you now come before us 
is for the entire fiscal year of 1952? 

Mr. GLENDENING. Yes, sir. That takes the place of the $950,000. 

Mr. Puiuurrs. Did the Bureau of the Budget cut you down a 
little? 

Mr. GLENDENING. Yes, sir. $450,000. 

Mr. Puiuurps. Did it indicate why it thought you could get along 
with about half of what you asked for? 

Mr. GLENDENING. NO, sir. 

Mr. Puiuures. It just thought your request was a little high? 


INVESTIGATIONS TO BE MADE 


Mr. Epwarps. If I may speak to that, Congressman, I would like 
to say this: The change which was made in our plans appears on 
page 4 in the present schedule, where we have an estimate that there 
might be justification to investigate 250 to 400 mergers, and we 
express the hope that we can select the cases in such a way as to 
hold the investigations down to between 125 and 200. That change 
of number is our reflection of the change in the proposal as to funds 
made by the Bureau of the Budget. 

Mr. Puiuurps. On that theory, if you cut it down below 250, you 
would not have to have $500,000? 

Mr. Epwarps. That is correct. The less money we have, the 
fewer investigations we can make, and that is all there is to it. 
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POSSIBILITY OF DUPLICATION .WITH THE SECURITIES AND EXCHANG® 
COMMISSION 


Pm Purituirs. Where do you cross the work of the SEC, Mr. 
en 

Mr. Epwarps. The SEC has nothing to do with this. They have 
no share in administering this. 

Mr. Puiturrs. They must do something along these lines. If they 
are going to approve of a plan to market securities, they must know 
something about the background of these mergers you are going into. 

Mr. Epwarps. That might be a source of information, you mean? 

Mr. Puiturps. That might be a source of duplication of work. 

Mr. Epwarps. So far as I know, they have no authority to prevent 
a merger because of its effect on competition. 

Mr. Pures. Where do you get the information on which you 
base the authority to prevent a merger? Do you develop that in- 
formation yourself? 

Mr. Epwarps. We will obtain it as far as we can from existing 
Government agencies and develop the rest. The SEC would cer- 
tainly have some information developed. 

Mr. Puituips. I would think they would have a lot. I never 
knew one of these mergers that did not put a new issue of stock on the 
market, unless it was a very closely held merger. 

Mr. Epwarps. The larger ones usually do, sir. 

Mr. SHeeny. They would not be likely to have any information 
with regard to the effect on competition, since they are not concerned 
with that. In our field we have to develop that in order to enforce 
the statute. 

Mr. Putturrs. They are concerned with the accuracy of the state- 
ments made supporting the stock issue. They are concerned with the 
probable success of the business that is back of the stock and, therefore, 
its ability to pay dividends and eventually retire the issue. It seems 
to me you cannot go much further than that in the information you 
want. 

Mr. Epwarps. It might point the other way. If a merger were 
going far toward the creation of a monopoly, that fact might go far 
to assure its commercial success. In other words, the more nearly it 
complied with that part of the SEC standards, the more ground we 
might have to raise questions. 

Mr. Puiturps. It seems to me you are getting pretty close to the 
line of where you determine—that is, the Government, and you, 
representing the Government—an issue which is not in the province 
of the Government to determine. You have the power of life and 
death over these companies. 

Mr. Yates. They should have the power to check monopoly growth. 


GOVERNMENT ENCOURAGEMENT OF MERGERS 


Mr. Pututrs. I recall 30 to 25 years ago, there was a period of great 
mergers in this country. Was that damaging to the country? 

Mr. Epwarps. Some of those Sen i think, have created or 
did create at that time problems which the Department of Justice 
has tried, with only partial success, throughout the thirties and forties, 
to unscramble. 
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Mr. Paterips. What I am seeking with some difficulty in my own 
mind, is that my observation now—and I was fairly familiar with the 
situation then—my observation now is thst the reasons for the mergers 
now are very different than they were then. The reasons for the 
mergers in those days were largely to increase power and to bring 
corporations together for financial gain, and to issue large blocks of 
stock, and put them on the market. My observation at the moment is 
that most mergers with which I have had any recent contact, have been 
protective. Nine years ago Mr. Robert Kenny, who was then a 
State senator and subsequently became our attorney general, and I, 
were a committee of two to investigate the effects of the coming of the 
war on the State of California. One of the discoveries we made led 
to recommendations, which got us a medal, which I think Mr. Kenny 
got and I did not get. He was the chairman, and I was the com- 
mittee, you see. 

However, the thing that was most clear to us was that the Federal 
Government was operating to encourage mergers and encourage large 
business to the detriment of small business. 

Now, I think that same thing applies today. It certainly applied 
in Germany in my observation and experience in the year 1932 or 
1933, up to 1936, the reason being that it is very much easier for a 
Government to deal with large corporation, than it is to deal with a 
number of small businesses. 

My contention is that the Government itself is the cause of some 
of the present mergers that we are now paying you money to prevent; 
and, secondly, that the reasons for the present-day mergers are very 
different from the reasons for the mergers of 25 years ago. 

Therefore, with $500,000, or whatever you finally receive, how are 
you going to be able to do anything against the pressure of the Govern- 
ment itself, which is working against you? 

Mr. Epwarps. If you want to increase the sum, of course, we will 
not object. I think the effect of different mergers is quite different, 
and we are going to have quite a problem in picking out the ones that 
do injure competition. 

There is one pattern that has come to our attention repeatedly in 
the last 2 or 3 years, which might be included in your term “‘protec- 
tive.” This is where a company acquires by merger the equipment of 
one of its suppliers. The reason it does so is often that the article 
supplied is very scarce. It tries to assure itself of the inside track 
in getting those scarce supplies. Now, under some circumstances 
perhaps that is good, but under some circumstances the effect of 
having the supplies assured to the acquiring company is the practical 
certainty of destruction of various other companies. 

Mr. Puriures. I am not ‘an attorney, but I think that would be 
reached under other laws besides the one under which you operate. 

Mr. Epwarps. I would doubt it. At any rate, there would be 
degrees of effect to be concerned about. 


FTC FORMULATION OF POLICIES FOR USE IN MERGERS 


Mr. Yates. Certainly, this is perhaps the most important time for 
the implementation of the act of Congress passed last year. You are 
formulating policies and procedures for guidance of mergers for the 
future. Am I correct in that? 
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Mr. Epwarps. You are entirely right. 

Mr. Yarzs. In other words, the cases that will be investigated and 
the orders and opinions that will be rendered will serve as precedents 
for future guidance of the corporations of the country. 

Mr. Epwarps. And, beyond that, we will discover within the next 
year or two how much voluntary compliance with the standards of the 
law there will be. While the bill was being debated on the floor of 
the Senate one of the Senators used as an illustration of what he was 
trying to prevent, a merger which was then being proposed and which 
had been announced in the financial papers. As a result of his picking 
out that particular merger as his illustration of the thing that ought 
to be prevented, the companies involved in it dropped their plans. 
saeee is an illustration of one particular merger that did not take 

ace. 

2 Mr. Puruuirs. Is that an advertisement for you? 

Mr. Epwarps. My point is that the more compliance there is that 
takes that form, the better. The least satisfactory way of getting 
compliance would be to have us have to dissolve a large number of 
mergers that had taken place. If the business community comes to 
believe that the statute will be vigorously but fairly enforced, I think 
we can count on a good deal of voluntary compliance with the stand- 
ards. If they come to believe there will be little enforcement, there 
will be little voluntary compliance. 

Mr. Putuures. To how small a merger do you expect to extend your 
interest? Will it be just a very large merger that practically makes a 
monopoly in some commodity of some manufacturer? 

Mr. Epwarps. No, sir. 

Mr. Putuurps. Or, are you going down to mergers of little plants? 

Mr. Epwarps. The test that the Congress set up was whether it 
substantially lessened competition in a line of commerce in a section 
of the country. That is a good deal less than a national monopoly. 
I was quoting the language of the statute. 

Mr. Putuurrs. Is the criterion the effect on the consumer? 

Mr. Epwarps. The criterion is the effect on competition. 

Mr. Putuuips. No. That is not what I asked. Is the criterion the 
effect upon the consumer? 

Mr. Epwarps. My answer is, “No.” The criterion is the effect on 
competition. 

Mr. Puiurs. That is what I begin to think. 

Mr. Yates. I have one more question. With respect to the work 
that is done by the SEC, the function of the SEC is not to investigate 
the antimonopoly aspects of mergers that are presented to them, is it? 

Mr. Epwarps. No. That is correct. 

Mr. Yarss. It is quite possible, however, that when applications 
for mergers are made to the SEC under this new law, the SEC will 
work with your department in determining whether the mandate of 
the law is being carried out. 

Mr. Epwarps. Enterprises do not file registration statements for 
mergers, but if they file registration statements for security issues 
that go with mergers, those statements would become sources of infor- 
mation for us. 

Mr. Tuomas. Thank you very much, gentlemen. 
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ISTRATIVE SERVICES 
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SALARIES AND EXPENSES 


Funds available for obligation 





| | 
1950 actual | 1951 estimate 


1952 estimate 





DIRECT OBLIGATIONS 
Appropriation or estimate 
Unobligated balance, estimated savings 
Savings under sec. 1214 
Total direct obligations 
REIMRURSARLE ORLIGATIONS 


Reimbursements for services performed 


MES Ne ted SEV REN. (ee ENE! Pee OTRO 











Obligations by activities 





Description 


l | 
| 1950 actual | 1951 estimate | 1952 estimate 





DIRECT ORLIGATIONS | 
| 


- Licensing of non-Federal hydroelectric projects. _-_-_...._-.-- 
2. Regulation and surveys, electric-power industry 
3. Regulation and surveys, natural-gas industry : 
q — relating to Federal river dev elopment proj- 


$597, 549 | 
1, 333, 108 | 
1, 284, 638 | | 

128, 971 
a | 
423, 158 | 
oT 


$619, 657 
1, 325, 677 
1, 392, 


133, = 


$614, 500 
1, 408, 000 
1, 434, 000 


oe 





470, 490 


467, 000 





3, 774, 792 | 


3 950, 300 


4, 045, 000 





REIMBURSABLE OBLIGATIONS | 


. Licensing of non-Federal hydroelectric projects 
2. Regulation and surveys, electric-power industry 
3. Regulation and surveys, natural-gas industry 
. Investigations relating to Federal river development proj- 


Total reimbursable obligations 


SS I IEE SF CEE aE aD BTR A | 


~ 3,791, 45 | 


500 | 
27, 000 | 
3, 000 | 


4, 500 








3, 985, 300 | 


4, 080, 000 
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Obligations by objects 
























































































Object classification 1950 actual | 1951 estimate | 1952 estimate 
SUMMARY OF PERSONAL SERVICES 
Total number of permanent positions. .....................--- 732 776 765 
Average number of all employees--.--..................--..-.- 701 726 733 
Personal service obligations: 
PIRI NIN, ds cinetnanavannbocddsdéasaxvcdoubbon $3, 349, 262 $3, 525, 398 $3, 618, 099 
Part-time and temporary positions_....................-.-].....---.--.-- 8, 572 10, 0% 
Regular pay in excess of 52-week base__...........-.__..-- MME edwikacaccus cps 14, 385 
Payment above basic rates....................--..-.-...-- , 966 1,900 516 
Total personal service obligations. _...................-- 3, 365, 772 3, 535, 870 3, 643, 000 
DIRECT OBLIGATIONS 
a neal 3, 351, 872 3, 504, 370 3, 611, 500 
Se as <n bok Sp nics the Wens cdnendecnen ciubh Geccnadcme bode 99, 043 227, £ 227, 500 
OS . Seimenetien el a. 5... ons. ce... 1, 744 2, 200 2, 000 
04 Communications services --_............-....---..-...---.- , 938 26, 000 26, 000 
05 Rents and utility services.....................2----.-2--.- 39, 842 45, 100 21, 600 
eae ee ee eee 77, 552 70, 000 71, 000 
07 Other contractual services_-_-_..............2.-222--2--2..- 14, 619 13, 000 14, 600 
Services performed by other agencies__................-- 3, 100 4, 130 4. 300 
bE iin ccenincnndnepuunbesseneceoscenc 38, 721 7, 000 38, 50 
et FRE Sol SE SIRE ee ange ee 13, 310 13, 000 19, 500 
Library stock____-- SE RLS ESS RCE Se aL 5, 952 6, 000 6, 500 
Passenger-carrying vehicles. .................-..--.... 4, 099 2, 000 2, 000 
Total direct abligntions . ... 5. si ene neccensnnn 3, 774, 792 3, 950, 300 4, 045, 000 
REIMBURSABLE OBLIGATIONS 
NN ie cous Sich eabiaendinninehioaipnmamenaad 13, 900 31, 500 31, 500 
I hag a ge IE gant op OR ca ah ORE A an te cane are Bt ad 1, 500 2, 500 2, 500 
08 Supplies and materials_................_... Pre? 1, 283 1, 000 1,000 
Total reimbursable obligations.................-...-.--- 16, 683 35, 000 35, 000 
PIE ica ietitig cusbigins tov cntelsdnsitninicincbinsnuaiohicn 3, 791, 475 3, 985, 300 4, 080, 000 
FLoop-ControL SuRVEYS 
Funds available for obligation 
1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
Appropriation or entimate .... .... ....- sincsniccniecnennnsacscwnws $334, 740 $351, 700 $320, 000 
Unobligated balance, estimated savings. -..............------- ak | ee laiebseeence 
run Cre tO Ro ss nih bch eink crecccaha cee teecetees —37, 000 [- ee ae 
Te GRE IB oon nae nce eiwtecesssccencncess 333, 452 314, 700 320, 000 
REIMBURSABLE OBLIGATIONS 
Reimbursements for servicgs performed --..-........---------- 6,017 8S 
ee le ee 339, 469 318, 700 32¢, 000 
Obligations by activities 
Description 1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
Investigations relating to Federal river development projects_- $332, 452 $314, 700 $320, 000 
REIMBURSABLE OBLIGATIONS 
Investigations relating to Federal river development projects-- 6,017 | 
Ee ise ctgebcdachinc abawerdpcieinnnncmdcmel 339, 469 318, 700 320, 000 
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Obligations by objects 





Object classification 1950 actual | 1951 estimate | 1952 estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Average number of all employees 








Personal service obligations: 
Permanent positions 
Regular pay in excess of 52-week base 





Total personal service obligations 











DIRECT OBLIGATIONS 


Personal services 

Travel 

Transportation of things_ 
Printing and reproduction - ohh 
Other contractual services _ _. 2, 234 
EE NR 9 al ensne dn innanucencusepeecasas 1, 166 
Equipment 43 





Total direct obligations 333, 452 








REIMBURSABLE OBLIGATIONS 


Se EERE Tae Sate ae oA ORNS 3 AED 5, 457 
Travel 560 








Total reimbursable obligations 6, 017 








Total obligations 339, 469 | 








Mr. Tuomas. Gentlemen, we have the pleasure of having with us 
this morning the Federal Power Commission and its representatives. 
Among many of our distinguished friends, we have with us the dis- 
tinguished Chairman, Mon Wallgren, Commissioner Buchanan, Com- 
missioner Nelson Lee Smith, Commissioner Wimberly, Mr. Sechrest, 
Mr. Moore, Mr. Ross, Mr. Charles Smith, Mr. de Luccia, Mr. Adams, 
Mr. Turner, and Mr. Gutride. 

Mr. Chairman, if you have a statement for us, we will certainly be 
delighted to hear you. We welcome all of you here. We always like 
to see our friends here. 


GENERAL STATEMENT 


Mr. Wauucren. Mr. Chairman, I am Mon C. Wallgren, Chairman 
of the Federal Power Commission, and I appear before this committee 
in support of the appropriations requested for the Commission in the 
President’s budget for 1952. We have members of the staff present 
who are ready to answer any questions you might want to ask in 
regard to their particular departments. 

At the outset, I should like to state to the committee that the Com- 
mission’s budget reflects and was prepared in complete consonance 
with the President’s desires to limit nondefense expenditures wherever 
possible. That is why our budget request provides for $4,045,000 
for salaries and expenses and $320,000 for flood control surveys 
which total not one dime more than was appropriated for the current 
fiscal year for our principal appropriation items. 

It was pointed out to this committee a year ago that the Commis- 
sion was then asking for the same manpower that it had in 1940, the 
last prewar fiscal year, even though in the intervening 10 years there 
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had been a marked increase in workload in many areas of activity 
and particularly, due to amendments in the Natural Gas Act, in the 
issuance of certificates of convenience and necessity to natural gas 
companies. In addition to the increasing current workload at that 
time there existed backlogs in some functions which had built up 
during World War II. 

The current situation differs from last year in that we now must 
cope with increases in defense-related functions and yet are asking 
not for an increase, nor even for the same number, but for 10 less 
average positions than we had in 1940. 

Of course, we cannot do this and keep all work on a current basis. 
Some existing backlogs will increase ; some backlogs will appear where 
there were none. But that is necessary if we are to keep our budget 
low and still get minimum essential work done in other areas of 
activity. 

Our prepared justifications go into considerable detail on the status 
of each function, showing why we perform each one, what has been 
accomplished, what is being done currently, and what we hope to 
accomplish under the budget before you. I would like, however, to 
touch briefly upon each of our major activities. 


LICENSING OF NON-FEDERAL HYDROELECTRIC PROJECTS 


The first major activity covered in our presentation is ‘Licensing of 
non-Federal hydroelectric projects.”” As the committee is aware, this 
is virtually a self-supporting activity. The estimated cost for 1952 is 
$615,000, and we collect an average of around $600,000 each year 
toward reimbursing the Government for administration of part I of 
the Federal Power Act. The money collected goes into “Miscellaneous 
receipts” and is not available for use by the Commission itself, 
although the Government breaks about even on the activity. 

The principal function under this heading is that of licensing non- 
Federal water power developments which involve lands or waters of 
the United States subject to congressional jurisdiction. As of the 
start of this fiscal year, 176 applications were pending, covering 4.5 
million kilowatts of generating capacity. In the current year we ex- 
pect to complete about as many cases as we expect to receive and 
next year reduce the backlog by about five cases. That would still 
leave us with about 100 more cases on hand than should normally be 
in process at any one time. 

Another important aspect of this major activity is the determina- 
tion of actual legitimate original cost and the determination of de- 
preciation and cost of additions for projects under license. Not only 
are original cost determinations important in rate making, but such 
costs, together with subsequent costs of changes in plant, must be 
certified to the Secretary of the Treasury for use in the event of ac- 
quisition by the Government. ‘This work is far behind, and the al- 
ready sizable backlog will increase this year and next year because 
we cannot devote sufficient manpower to it and still perform defense- 
related activities at an accelerated rate within the limited budget 
which we have presented. I think I might say at the same time, even 
though we had the money, we might find it difficult to get the men. 
But we are running behind in this work. 
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REGULATION AND SURVEYS, ELECTRIC-POWER INDUSTRY 


The budget before you calls for a net increase of $85,000 for the 
work we do in connection with the electric-power industry. 

The largest single increase is in the amount of $60,000 for the gather- 
ing and analysis of basic data. This increase is necessitated by the 
increasing demand for electric-industry data due to the defense pro- 
gram and provides for increased utility coverage and improvement of 
the up-to-date data maintained on utilities subject to Commission 
jurisdiction, all other electric utilities and certain industries which 
generate electric energy. 

Also related to defense requirements are an increase of over $25,000 
for power requirement and supply studies which are necessary in many 
other functions which the Commission performs in providing informa- 
tion, data, and studies for Congress and other Federal agencies on 
electric-power matters. The National Security Resources Board, 
Atomic Energy Commission, Defense Electric Power Administration, 
Department of the Navy, Air Force, Munitions Board, Petroleum 
Administration for Defense, Legislative Liaison Service of the Library 
of Congress, and Bureau of the Budget are among those who rely upon 
the Commission for information and expert advice in such matters. 
The Bureau of the Budget has specifically requested that we keep this 
work up to date to meet defense-effort requirements. 

Over $15,000 has been added to “interconnection and coordination 
studies” to permit increased studies regarding the ability of the 
electric industry to handle an increased number of defense loads on 
electric systems and to expedite action on an estimated 20 applica- 
tions from electric utilities for emergency interconnections related to 
defense loads. 

Partially to offset these necessary increases, we have had to reduce 
the funds which otherwise would have been devoted to other im- 
portant functions. As an example, we have reduced the amount to 
be spent on power-market surveys by $27,500, or over 25 percent of 
the amount to be spent in the current year, which in turn is nearly 
50 percent lower than what was used im the last fiscal year for that 
purpose. 


REGULATION AND SURVEYS, NATURAL-GAS INDUSTRY 


We have increased this major activity just about half as much as 
the increase reflected under the electric-power industry, or $42,000. 

The largest single increase, $21,000, is for work on gas-rate cases. 
The Natural Gas Act requires the Commission to give priority to 
filings for increased rates over “other cases pending before it and 
decide the same as speedily as possible.”’ Thus the Commission has 
little or no control over this part of its workload; and, because of this 
requirement, investigation of prima facie high rates necessarily may 
be delayed. Nevertheless, consumers currently save over $44.6 
million per year, or over 10 times the Commission’s entire budget, as 
a result of Commission.action in gas-rate cases. 

Another increase is for $17,500 in connection with issuance of 
certificates of public convenience and necessity for natural-gas 
facilities. I am sure the committee is aware of the tremendous 
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expansion in the natural-gas industry, particularly since the end of the 
last war. Today, there is unprecedented demand for this fuel. Before 
that demand can be met, the companies must secure certificates from 
the Commission. The impact of that demand upon the comparatively 
small segment of its staff assigned to such work has made it difficult 
for the Commission to satisfactorily carry out its statutory responsi- 
bilities. In fiscal 1950, even though 121 applications representing 
9,800 miles of pipeline and over three-quarters of a billion dollars of 
cost were disposed of, the number of applications pending or in process 
increased by 40, the number of miles of pipeline involved increased by 
3,500, and the cost of such lines increased by nearly $200 million. 
Thus we feel that the modest increase requested is fully warranted. 

Partially offsetting these necessary increases are reductions of 
$15,800 for gas tariff conversions and nearly $10,000 for reclassification 
and original cost of studies of natural-gas companies. 


INVESTIGATIONS RELATING TO FEDERAL RIVER DEVELOPMENT PROJECTS 


Under this heading, our 1952 budget reflects a reduction of almost 
$15,000 for river basin and project studies. These studies are designed 
to bring about the fullest possible conservation and development of 
the Nation’s water-power resources and are conducted in close coop- 
eration with the Corps of Engineers and the Bureau of Reclamation 
and in consultation with Agriculture, Commerce, and other interested 
agencies. The reduction in funds for this purpose was made in spite 
of a prospective increase in workload estimated after consideration of 
the planned level of activity of cooperating agencies. 

Also under this heading appears a reduction of over $18,000 for 
work incident to Commission representation on the Arkansas-White- 
Red River Basins Committee, an interagency organization established 
at the request of the President in June 1950 to facilitate the study 
and development of plans for improvement of water and related 
resources of those basins as authorized in the 1950 Flood Control Act. 
An extension of the target date for completion of these studies made 
possible the reduction in the budget year. 

The work in connection with a similar organization, the New 
England-New York Interagency River Basin Committee, would 
receive around $6,700 more under our 1952 budget to bring it up to 
the same level of activity as the Arkansas-White-Red work and the 
minimum consistent with the established completion date. 

Also provided for under this major heading is the Commission’s 
work in connection with the approval of rates for the sale of surplus 
power generated at certain Federal hydroelectric projects and, under 
section 303 of the Federal Power Act, with the compliance on the 
part of Government agencies engaged in the generation and sale of 
electric energy for ultimate distribution to the public with the Com- 
mission’s uniform system of accounts, as far as practicable. 

Throughout my statement today I have mentioned the relationship 
of the Commission’s work to defense. I would like to point out that 
taere are certain specific defense items which,for security reasons I 
cannot here describe. These include classified special work for the 
Department of the Air Force and the Bureau of the Budget. We also 
have informal advice that the Commission may be requested to 
reinstate the protective survey program it conducted during World 
War II in regard to electric and gas utilities. 
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In summarization, I have set forth some of the facts relative to our 
actual requirements as well as our efforts to keep our budget request 
toa minimum. The details are shown in the justifications we have 
provided the committee, and the responses of the Commissioners and 
our staff members to any questions the committee may have will, 
I am sure, resolve for you any questions as to our need for the appro- 
priations we seek for 1952. 

In further conclusion, I should like to emphasize four essential facts 
in connection with our budget, namely: : 

(1) It calls for only the same amount as was appropriated for the 
current year. 

(2) It provides for less personnel than we had 11 years ago, in the 
last prewar “‘normal’’ year. 

(3) Our normal activities have increased in volume steadily but 
uncontrollably since that time, and now we are faced with increasing 
defense needs superimposed upon regular activities. 

(4) To help defray the costs of defense-related activities and hold 
our budget to a minimum, we have reduced many functions, even 
though such action unquestionably will increase existing backlogs 
and/or develop backlogs where none existed—backlogs which some- 
day, somehow, will have to be cleared up. 

Mr. Tuomas. Mr. Chairman, you have made a very fine statement. 
We also want to commend the commissioners and the staff for the 
excellent manner and form in which they have compiled the justifica- 
tions. Your table of organization with a breakdown of employees by 
classification and pay scale is very interesting. 


ASSUMPTION OF FPC JURISDICTION OVER STREAMS FOR HYDROELECTRIC 
PURPOSES 


Let me ask what is the yardstick that the Commission uses in 
assuming jurisdiction over a stream or river, or whatever you want to 
call it, for hydroelectric purposes, assuming the particular stream in 
mind rises and is confined within the boundaries of a particular State. 
Is the test navigability? 

Mr. WALLGREN. Yes. 

Mr. Tuomas. What is your yardstick in figuring that? 

Mr. WaALuGREN. You have hit on a question there that could lead 
us into quite a lengthy discussion. 

Mr. Tuomas. Just give it in a very few words. 

Mr. Wauucren. In my opinion on that matter I am not always in 
agreement with the rest of the staff. We had a situation recently in 
regard to the Brazos River in Texas, and we had a hearing. It has 
been a question, and I think Congress really ought to settle it some 
day, because that point comes up in the matter of mining, especially 
in Alaska, and it comes up in the matter of power. 

Mr. THomas. Can you give us your yardstick? 

Mr. WaAtuaren. It is strictly on the basis of whether or not the 
river is navigable and whether any obstruction, such as the construc- 
tion of a dam, will interfere with navigation in the lower reaches. 

_ Mr. Tuomas. Interstate commerce has nothing to do with it, and 
it is purely a question of navigation? 

Mr. Wa.ucren. Of course, we come into the picture through 
interstate commerce, you might say, as to whether or not the con- 
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struction of a dam on a river will interfere with interstate commerce, 
which means navigability. 

Mr. Tuomas. Assuming it rises and is within the confines of a 
State, of course, you mean the interrelated section there in connection 


with some traffic that may originate and eventually flow into inter- 
state commerce? 


Mr. Watuaren. That is right. 

Mr. Tuomas. And then the other factor is navigability? 

Mr. WauucrReN. Yes. I would like to have Brad Ross give you a 
legal answer to that. 

Mr. Tuomas. Can you give a quick answer? 

Mr. Ross. I think the quick answer is if that stream is subject to 
the jurisdiction of Congress, then it is subject to the jurisdiction of the 
Commission, because Congress has delegated to the Commission the 
responsibility of issuing licenses for any project that is constructed 
on a stream that is subject to the jurisdiction of Congress. 

Mr. Tuomas. When is it subject to the jurisdiction of Congress? 

Mr. Ross. It may be subject to the jurisdiction of Congress if it 
has been used for interstate commerce, if it is a stream that is navigable 
in interstate commerce or the project on a nonnavigable portion will 
affect the interests of interstate commerce, or if the project would 
occupy Federal lands—lands which are subject to the jurisdiction 
of Congress. 

Mr. Tuomas. Either one of those alternatives will give Congress 
jurisdiction and, in turn, the Federal Power Commission? 

Mr. Ross. I should have said interstate or foreign commerce. 


CoMPARISON OF 1951 APPROPRIATION AND 1952 EstimMaTE 


Mr. Tuomas. At this point in the record we will insert the tables 
on pages 1 and 2; then, beginning with page 4, we will insert pages 
4, 5, 6, 7, and 8, which contain a very concise and brief statement. 
We will follow that with page 9 and part of 10, the table on page 11, 
and the table on page 13, which shows all personal services, the 
dollars and cents, and other objects. 

(The matter above referred to is as follows:) 


Estimated obligational authority related to obligations and expenditures 





Fiscal year | Fiscal year 
1951 1952 





Current appropriations: 
cy PO "ES eee eee eee 
Reserved under sec. 1214, Public Law 759__-- 
REE SRS PREM agen EE em 

Permanent appropriations. _- 





~ $4, 365, 000 
30, 200 

















‘otel eitianel MG ics «5s 6 hii ek. Shiki cd ee da 4, 283, 600 | 4, 395, 200 

: 
"Potel oliinstions 00: Be WORIING: .. 5 ds oid ois oie ho Soko. savdke ce enepepy ae 4, 293, 600 4, 395, 200 
Obligations outstanding at start of year_.___..........--.-.-------------.--- 338, 435 347, 800 
Obiimations to te anmembed fet 5... con ee Ls 4, 632, 035 4, 743, 000 
Less obligations outstanding at end of year_________-- EVO REE OER S 347, 800 | 405, 200 





Gross expenditures in year..............--..-------- ise chmbdbhdsiwnes 4, 284, 235 4, 337, 800 











Ann 


Per 
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Comparative summary of appropriations and appropriation estimates 


id 





Bureau or subdivision 


Appropriations for 1951 





Presently 
available 


Supple- 
mentals 
required 


Total 


appropria- 
tions for 
1952 


Estimate of 


Increase 
(+) or de- 
crease (—), 

1952 esti- 
mates over 


(estimate) 
(estimate) 1951 





GENERAL AND SPECIAL ACCOUNTS 





Annual appropriations: 
Salaries and expenses 


$4, 013, 300 
Flood-control surveys 


| $4, 013, 300 
351, 700 


$4, 045, 000 
351, 700 320, 


2 





Total annual appropriations 4, 365,000 |. 4, 365, 000 








Permanent appropriations: 
Payments to States under Federal 
Power Act 
Payments from proceeds of sales, 
motor-propelled vehicles, ete 


29, 400 
800 
30, 200 | 














Total permanent appropriations. -- 28, 600 | +1, 600 








Total, general and special accounts, | | 
| 4, 393, 600 4, 395, 200 +1, 600 


ederal Power Commission 








GENERAL STATEMENT 
SUMMARY DATA AND HIGHLIGHTS 


In the preparation of its estimates for 1952 the Commission has conformed to 
the policies and assumptions provided by the President for the budget year, 
particularly with respect to curtailment of non-defense-related expenditures. 

As is more fully set forth in the detailed justifications certain activities must be 
conducted on an increased scale in order to satisfy national defense requirements. 
Some, wherein the workload is uncontrollable, were kept at approximately the 
current year’s level or only slightly reduced. 

But by reducing many other specific activities’ allocations of funds, cognizant 
that such action unquestionably will result in increased backlogs, it has been 
possible for the Commission to submit a budget calling for only $4,365,000 in 1952, 
the same amount as was appropriated for 1951. 

The need for that sum may be demonstrated by brief discussions of the major 
activities, all of which are summarized as to man-years and cost on page 19 and 
more fully described in the justifications. 

Licensing of non-Federal hydroelectri¢ projects 
The 1952 estimates provide for $5,157 less to be spent on this activity than in 
1951, 

One of the principal functions under this activity is the licensing of non-Federal 
water power developments involving lands or waters of the United States subject 
to congressional jurisdiction. As of June 30, 1950, there were pending 176 appli- 
cations which involved 4.5 million kilowatts, or almost as much generating capac- 
ity as had been licensed during the preceding 30 years. In addition to the num- 
bers of applications, their complexity also has increased due to competition for 
sites and the size and importance of the projects. 

Another function under this activity is headwater benefit determinations. 
Only one ease has been completed, that in 1939. Three others have had prelimi- 
nary work but their formal investigations probably will not be concluded until 
1952 or later. Substantial sums, arising from the benefits of Federal projects to 
other projects in their basins, eventually will be covered into the Treasury as a 
result of this activity. 

One function being largely deferred under this major activity is the resolution 
of the status of over 1,000 plants of over 500 horsepower which are still question- 
able with respect to licensing. 

Also receiving less attention than would ordinarily be desirable is the determi- 
nation of actual legitimate original cost, and the determination of accrued depre- 
ciation and cost of additions, of licensed projects. It is now considerably in arrears 
and expected to become more so in 1951 and 1952, particularly since the funds 
devoted to such determinations are being reduced by over $10,000 in 1952. 
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The only material increase under this major activity is in “Amortization 
reserve cases’’ which is necessitated by the fact that over 68 licensees are now 
subject to the amortization reserve requirements of section 10 (d) of the Federa| 
Power Act. Settlement of these cases will be beneficial to the Government as 
well as to licensees. 

The major activity, “Licensing of non-Federal hydroelectric projects,” is vir- 
tually self-liquidating. At present the Commission collects and deposits in the 


Treasury an average of around $600,000 each year toward reimbursing the Govern- 
ment for the cost of the activity. ‘ 


Regulation and surveys, electric power industry 


The Federal Power Act requires the Commission to regulate the transmission 
and sale for resale of electric energy in interstate commerce, and the rates, ac- 
counts, and depreciation practices of the utilities concerned. It is also require 
to survey electric power requirements and supply throughout the Nation, and the 
relation of such information to the national defense and the development of in- 
dustry and commerce. The performance of these functions requires the gather- 
ing, analysis, compilation and publication of electric power statistics, the survey 
of power loads and power supply, interconnection and coordination of systems, and 
undeveloped water-power resources. 

_ Of the $85,323 increase requested in the major activity, $60,257 is for applica- 
tion to the gathering and analysis of basic data required for the defense program. 
Defense-related increases in activity also account for increases of over $25,000 
for “Power requirement and supply studies” and of over $15,000 for “Intercon- 
nection and coordination studies,” offset in part by a decrease of over $27,000 in 
the funds devoted to power market surveys. 

Agencies benefiting from the Commission’s work on “Electric power require- 
ments and supply” include the Defense Power Administration, the National Se- 
curity Resources Board, the Atomie Energy Commission, the Bureau of the Budget, 
and committees of Congress. One cannot overstress the value of the data col- 
lected, analyzed, interpreted, and classified under this activity to the defense effort 
nor the extreme importance of keeping it up to date in form for ready use. 

Also proposed to be increased, but more than offset by other reductions, is the 
function of “Rate regulation.”’ In addition to its anti-inflationary value to the 
country as a whole, this function directly benefits consumers. The Commission’s 
actions in formal rate proceedings has resulted in cumulative savings to consumers 
of nearly $18,000,000. The annual rate of such savings is now over $3,500,000, 


or more than 20 times the estimated cost to the Government of rate case work in 
1952. 


Regulation and surveys, natural gas industry 


Under the Natural Gas Act the Commission has, with respect to the natural gas 
industry, responsibilities similar to those stated under the preceding heading for 
the electric power industry. 

However, the natural gas industry has been, and is, characterized by particu- 
larly rapid expansion in recent years, expansion at such a rate as to exceed the 
Commission’s capacity, with its available means, to keep apace with its statutory 
duties in this field. 

For this major activity the budget provides for an increase in 1952 of only 
$42,062, the largest single increase being for “‘ Rate cases.’”’ As in the case of the 
electric power activities, this function is anti-inflationary and at the same time of 
great benefit to the consuming public. Consumer savings due to Commission 
action now stand at over $44.5 million per annum, over 30 times the estimated 
1952 cost of all of the Commission’s work in connection with the natural gas 
industry, or over 10 times the whole appropriation requested by the Commission 
for 1952. 

Also increased is the function of acting upon applications for “Certificates of 
convenience and necessity’’ for construction and operation of interstate pipelines. 
During fiscal 1950, 161 applications were received but only 121 disposed of, so 
that the number pending at the end of the year was increased to 90 from the 
total of 50 a year before. No reason exists to expect any workload decrease in 
the foreseeable future and the estimates for 1952 refiect this view. 
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Investigations relating to Federal river development projects 


The Federal Power Act and the several flood control and river and harbor 
acts charge the Commission with functions concerning Federal river development 
programs. The Commission’s efforts in safeguarding power potentialities of Fed- 
eral reservoir projects, are geared closely to those of the Corps of Engineers and 
the Bureau of Reclamation, the construction agencies. 

The 1952 budget contemplates the expenditure of nearly $23,000 less for this 
major activity than is planned to be used in 1951. Included in that net reduction 
are an $18,300 reduction in Arkansas-White-Red River Basin Committee work, 
made possible by postponement of its completion date; an increase of $6,700 in 
New England-New York Basin Committee work, placing it on the same level of 
activity as the former; a decrease of $14,600 in all other river basin and project 
studies, even though it is expected that the Commission will be called upon to 
make more studies than in 1951; an increase of $5,700 for.Federal project rates 
and accounting work; and a decrease of $2,200 for furnishing Congress, Govern- 
ment, and the public with assistance and/or information re Federal projects. 


Summary ‘ 


It is considered that the preceding brief synopses of major activities will serve 
clearly to high light the program needs for funds in 1952. Details of the request, 
by appropriation and objects of expenditure, follow. 


Comparison of 1951 appropriations and 1952 estimates 


The estimates for the fiscal year 1952 total $4,365,000 which is exactly equal 
to the amount appropriated for 1951. There are, however, certain differences 
in distribution between appropriations and among object classes, as follows: 








Increase (+) 
or de- 


Estimate, 
. crease (—) 


priated, 1952 


1951 | 
} 
| 
} 





Salaries and expenses: 


| Appro- 
| 
Personal service3_._. | 


$3, 535, 870 $3, 643, 000 +$107, 130 
Travel ; 230, 000 | 230, 000 PASH Eh o4 
Other expenses... - 219, 430 | 207, 000 
Less: Repays : ‘a —35, 000 | —35, 000 
Plus: Budget reserve under sec. 1214, Public Law } +63, 000 | 
4,013, 300 4, 045, 000 





Flood control surveys: | 
iD alisis tie divk>chencnenchepeneaeuek - 307, 500 308, 100 
Travel i A | 6, 000 | 7, 000 
Other expenses ae 5, 200 | 4, 900 

Less: Repays.. A aS A ent aartan —4,000 | a da 
Plus: Budget reserve under sec. 1214, Public Law 759 +37, 000 |_- 





351, 700 | 320, 000 





4, 365, 000 |. 





4, 365, 000 | 





Comparison of personal services, 1951 and 1952 

The program for personal services under the appropriation ‘‘Salaries and 
expenses” reflects a decrease of 11 permanent positions, but an increase of 7 man- 
years in average employment due to an anticipated decrease in lapses. Under 
“Flood control surveys” a similar situation prevails with one less permanent 
position; but three additional man-years of employment. 

In addition to the modest increase in average employment necessitated by 
activities related to the defense effort, the usual provision for automatic within- 
grade salary advancements has been made, and a few promotions have been 
provided for. 
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The following table summarizes strength changes and changes in personal 
services costs by appropriation and by departmental and field staffs: 










































































1951 1952 Change in 
average | average | average wig tee in 
number of | number of | positions, 1952. 
positions | positions 1952 
By appropriation: 
8 es and expenses: 
Personal services, departmental___......__..._. 516.9 521.7 +4.8 $80, 024 
Personal services, field. ..................--.--. 208. 6 211.2 +2.6 27, 106 
E> nclic-wacughob biases oaist cette 725.5 732.9 +7.4 107, 130 
Flood control surveys: 
Personal services, departmental__............-- 23.0 25.0 +2.0 1,112 
Po | eae 30.0 31.0 a +1.0 —512 
EEE tice > Leeann ese St eee eee 0 56.0 +3.0 600 
By personal services, departmental: 
ee eae eee 516.9 521.7 +48 80, 024 
Wieod control surveys... ............-........2...... 23.0 25.0 +2.0 1, 112 
Sita ate tines Git iotucbouanrescackceseee 539.9 546.7 +6.8 81. 136 
By personal services, field: 
Salaries and expenses.................--.---.......- 208.6 211.2 +2.6 27, 106 
a eee Se 30.0 31.0 +1.0 —512 
ea a A hs edt ht dete 238.6 242.2 +3.6 26, 504 
Total personal services, departmental and field: 
CEE DENS TET CE ee 725.5 732.9 +7.4 107, 130 
ee” eer eee 53.0 56.0 +3.0 600 
| RAN SHR CS eee Se eee 778.5 788.9 +10.4 107, 730 
‘ Itemization of appropriation request 
Increase (+-) 
es 1951 1952 
Standard classification tay : or de- 
estimate estimate crease (—) 
01 Personal services 
GES een $3,527,870 | $3, 633, 000 +$105, 130 
ER ROE EE ene sees 8, 10, 000 +2, 000 
Or a a ae et eo nebeaibao 230, 000 2 ere j 
eit Se ea ee eae Ne 2, 200 2, 000 —200 
OR; een OG ne 26, 000 FF es Hee 
05 Rents and utility services.._................-..-.....-- 45, 100 21, 600 —23, 500 
06 Printing and reproduction.__......._......-.-_---- Le. 70, 000 71, 000 +1, 000 
G7. Other comtratiem Servies. .. 0.2.22. ..-.....-.......... 13, 000 14, 600 +1, 600 
Transfers to cooperating agencies_______- 4, 130 4, 300 +170 
OB eee nes SNES cn ccc ee ecaeeecncaws 38, 000 39, 500 +1, 500 
ee RRS EE UT LSI A eee ae > Re 13, 000 19, 500 +6, 500 
Oe ES yf TE 6, 000 6, 500 +-500 
Passenger motor vehicles..............-..........-- 2, 000 Mh cicccocnwkabos 
Grand total obligations.................-.--.--.-- 3,985,300 | 4,080, 000 | +94, 700 
Less: Reimbursements for services performed__......_....- —35, 000 nM a. i cisnkn nd dca 
Plus; Reserve under sec 1214, Public Law 759_..--.-.----.- PO Seiten dane } —63, 000 
Total appropriation or estimate__.................-.- 4, 013, 300 | 4, 045, 000 | +31, 700 





PERSONAL SERVICES 


Mr. Tuomas. I find you have 778.5 positions for 1951 and you seek 
788.9 for 1952, which is an increase of 10.4 average positions, but some 
place in my calculations last night I arrived at the figure of 14 rather 


than 10. 


Your total estimate of appropriations for fiscal 1952—I have two or 


three different figures there. 


They do not vary very much. 


I will 


use this one of $4,045,000, which I estimate is an actual increase of 
$118,200 over 1951, calling for an increase of about 10 employees. 








me ri he 


~ 
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I have your activities as: “(1) Licensing of non-Federal hydro- 
electric projects; (2) Regulation and surveys, electric-power industry; 
(3) Regulation and surveys, natural-gas industry; (4) Investigations 
relating to Federal river development projects; and (5) International 
Joint Commission.” 

As a matter of fact, they can be broken down into three big sub- 
heads. Is that correct? 

Mr. WaAutuGREN. That is right. 

Mr. Tuomas. What are the three real big activities you have now? 
I do not want the subheads. 

Mr. Securest. Licensing of non-Federal hydroelectric projects; 
regulation and surveys, electric power industry; and regulation and 
surveys, natural-gas industry. And there should be a fourth—investi- 
gations relating to Federal river development projects. 

Mr. Tuomas. Of course, your regulation of natural gas is a subhead 
of your electric surveys; but, of course, they are two separate and 
distinct things. 

Mr. Securest. It is a separate act. 

Mr. Watiaren. I would think about 80 percent of our work today 
at the Commission level is gas certificates—at least. 


CHANGES BETWEEN 1951 APPROPRIATION AND 1952 ESTIMATE 


Mr. Tuomas. Take this table on page 19 and briefly show us your 
increase and decrease. 

Mr. Watuaren. I will let Mr. Sechrest handle that. 

Mr. Securest. Just by major headings? 

Mr. Tuomas. Yes. 

Mr. Securest. Licensing of non-Federal hydroelectric projects 
shows a net reduction in 1952 compared to 1951 of 1.4 man-years and 
$5,157. Under regulation and surveys, of electric power industry, we 
show an increase of 13.3 man-years with a dollar amount of $85,323. 
Under regulation and surveys, natural gas industry, we show a net 
increase of 1 man-year and an increase in cost of $42,062. Under 
investigations relating to Federal river developments, there is a net 
decrease of 3 man-years; and $22,756. 

Mr. Tuomas. You show a decrease in one and a slight increase in 
two others. That is what it adds up to. 

Mr. Securest. A very small decrease in one and a substantial 
decrease in another. 


CURTAILMENT OF INVESTIGATIONS AND SURVEYS 


Mr. Tuomas. Assuming this emergency should go on and _ the 
defense program continues to increase at an accelerated speed for 
fiscal year 1953, isn’t it possible for you to reduce two categories of 
operations, one, on your surveys for the flood control, which to some 
degree you work with the Corps of Engineers? Can’t that be reduced 
on this theory that the probabilities are that Congress is not going to 
appropriate fas sums for construction of rivers and harbors and 
flood-control projects? These studies are very necessary. My point 
is, can’t most of them be deferred until this emergency is over? 
Certainly, there will be some construction by the Corps of Engineers, 
and perhaps your studies ought to be confined primarily to the projects 
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that the Corps of Engineers is going to actually work on, and by work 
on, I mean construct. 

Now, you are making some studies here also under two of your other 
main activities, that is, your electric power requirements and the 

ower market surveys, and so forth. Couldn’t those activities in tha‘ 

ureau, as far as your studies, be drastically curtailed, on the theory 
that you could reduce your operations over-all but confine your studies 
to those immediate projects where you know there will be some con- 
struction? Now, what other surveys are you making besides those 
two! 

Mr. Wauueren. Mr. Chairman, I think you will recognize that is 
my particular opinion of it, but I would like to have Mr. de Luccia, 
the Chief of the Bureau of Power, explain it. 

Mr. Tuomas. Is there another survey and general study made other 
than the two I have just detailed? 

Mr. pe Luccta. I think that covers the general surveys made. 

I might say, first, with respect to the flood-control surveys, that the 
construction work of the Corps-of Engineers is not the index of our 
activity, but, rather, their investigation activities. We have been 
advised by them of the level of work that they expect to have, or at 
least which they are going to ask the Congress to continue to have in- 
vestigations made, and the flood-control money that we ask for is 
geared to that. 

Mr. Tuomas. Of course, another group will work on and consider 
that particular activity by the Corps of Engineers, but my point is 
simply this: Assuming that there will be less construction by the 
Corps of Engineers in fiscal years 1953 and perhaps 1954 and maybe 
1955, that those studies could properly be curtailed even though they 
are necessary until such time as construction work picks up again, 
and that will depend entirely upon the defense effort. 

Mr. pe Lucca. I just want to make a distinction thai it is not 
the projects that are actually under construction by the Corps of 
Engineers, but those that are being investigated. 

Mr. THomas. That is right; we are talking about investigation 
and general surveys. 

Mr. pe Luccia. That is correct. Our work is tied to the investi- 
gatory activities of the Corps of Engineers and the Bureau of Recla- 
mation rather than their construction activities. With respect to the 
electric-power surveys, those have been drastically revised this year, 
with a very heavy emphasis on the collection and analysis of data 
and step-up of that activity, because that ties up directly with the 
Defense Electric Power Administration, and we furnish them the 
information and the data and analysis of that data to enable them 
to carry on the defense activities. There has already been a shift. 

A further point in connection with the survey is the establishment 
of these two interagency river basin committees in the Arkansas area 
and the New England and New York area, which again is investiga- 
tory. There isn’t any construction associated with those two com- 
mittees. So that to the extent that they were active and the other 
agencies were active, we would have to go along. 

Mr. Tuomas. The point the committee is trying to get over to you 
is simply this, that these studies are very useful and very beneficial, 
the selecting of statistical information, economical information, what- 
ever you want to call it. During this period of national emergency 
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and preparation for national defense, these activities ought to be put 
aside and assumed at a later date rather than pursued. 


Recerprs sy FPC, 1950-52 


Mr. Reporter, will you insert in the record at this point this language 
at page 125: “Total collection by the Federal Power Commission for 
the fiscal year ended June 30, 1950’’—this is collection of fees from 
all sources aggregating $1,239,822 and the collection for the fiscal 
years 1951 and 1952 is estimated at $1,217,000 and $1,486,900, 
respectively. 

(The language above requested is as follows:) 


Receipts Durinc THE Fisca, YEAR ENDED JuNE 30, 1950, anp EsTIMATED 
REcEIPTS FOR Fiscan YEARS 1951 AND 1952 


Collections by the Federal Power Commission from licenses issued under the 
Federal Power Act for power projects and other sources, totaled $1,239,822 during 
the fiseal year 1950. Receipts for each of the fiscal years 1951 and 1952 are 
expected to vary little from those of fiscal year 1950. 

Since the enactment of the original Federal Water Power Act (June 10, 1920), 
the Commission has collected from licensees a total of $19,169,912.11, which was 
distributed in accordance with the provisions of the act_and amendments thereto. 


COLLECTION OF FEES 


Mr. Tuomas. Just what part of your activities do you collect fees 
for and what remaining part of your activities don’t you collect fees 
for? Of course, the collection of fees is purely statutory. 

Mr. Putuurps. Is the collection of fees statutory? 

Mr. Securest. It is. 

Mr. Puruuirs. Is the amount of the fees set in the statute? 

Mr. Securest. No. 

Mr. Puitures. The authority is given you in the statute? 

Mr. Securest. Just the authority is given in the statute. 

Mr. Tuomas. It might be well to read into the record at this point 
the language of the statute. Here is the authority: The Federal 
Power Act. You only charge fees under the Federal Power Act, to be 
accurate about it; isn’t that right? 

Mr. Securest. Yes. 

Mr. Tuomas. You don’t charge fees for your licensing of natural 
gas? 

Mr. Securest. No. 

Mr. Tuomas. Isn’t that a field for fees? 

Mr. Watiaren. It certainly is. 

Mr. Tuomas. Is there any good reason why you shouldn’t collect 
fees to help defray the expenses of the activities of the Commission 
dealing with the regulation and granting of licenses of natural-gas 
lines the same as you do for the licensing of electric-power installations? 

Mr. WauuaGren. I think we should collect fees. We have sent a 
report to the McClellan committee of the Senate investigating these 
matters to determine whether or. not there is any possible revenue 
that could be derived. 

Mr. Tuomas. Under the Federal Power Act, I quote: “Charges 
are levied (1) to reimburse the United States’’—that is the broad, 
general language—‘for the cost of administering part I of the act.” 
Now, that gives you authority to set the fees; doesn’t it? Have the 
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fees been raised recently to take care of the increase in™cost of the 
activities of the Commission? They have not? 

Mr. Securest. No; the fees have not been. 

Mr. Tuomas. When was the last time they were raised or reduced 
or what not? 

Mr. Securest. Well, the fees are largely fixed on generation; a 
certain amount per unit generated, to explain it more fully. 

Mr. THomas. Well, the language of the statute that entbice you 
to charge fees reads as follows; T will repeat again: 


to reimburse the United States for the cost of administering part 1 of the Act- 


We all know that salaries and expenses have gone up since 1945; to 
be exact, 84 percent. Now, your fees have gone up since 1945 in the 
same proportion to follow that; have they? 

Mr. pe Luccra. I think, Mr. Chairman, the collections have gone 
up. The fees haven’t been changed for number of years. They are 
based on the kilowatt-hours generated, which have increased con- 
siderably over the years. 

Mr. THomas. What was the amount of fees collected in 1945? We 
can get at it pretty quick that way. If you are going to put it on 
amount rather than on a specific fee basis, what was the amount in 
1945 that you collected? You estimate collections at $1,486,000 in 
1952. That is your statement. What did you collect in 1945? 

Mr. Securest. The administrative fees you are speaking of that 
we collected last year was about $581,000, and I will have to put the 
figure in the record for 1945. 


(Nore.—The amount collected in 1945 was $480,028.) 


Mr. Tuomas. All fees that you collected last year were about 
$1,300,000. 

Mr. Securest. $1,168,487, but there are other than administrative 
fees in that collection figure. For instance, there was a collection of 
$71,000 for use of Government lands; for projects affecting navigable 
waters and for use of Government dams, there was a $305,000 collec- 
tion. There was also about $209,700 collected from Indian lands. 


BREAKDOWN OF FEES COLLECTED IN 1950 


Mr. Tuomas. All right, Mr. Reporter, insert the table on page 126. 
That gives you a breakdown of the $1,167,561 collected in fiscal year 
1950. 

(The table above referred to is as follows:) 


A total of $1,168,478.43 was collected by the Commission from licensees during 
the fiscal year ended June 30, 1950. As provided by section 10 (e) of the Federal 
Power Act, charges are levied (1) to reimburse the United States for the costs of 
administering part I of the act, and (2) to recompense the United States for the 
use, occupancy, and enjoyment of its lands and other property included in licensed 

rojects. 
2 Section 17 provides for the distribution of the funds thus obtained as follows: 

(1) Charges fixed by the Commission for the purpose of reimbursing the United 
States for the costs of administration of part I of the act, paid into the Treasury 
of United States and credited to ‘‘Miscellaneous receipts” ; 

(2) Charges for the use and occupancy of public lands, one-eighth to the general 
fund of the Treasury, one-half to the reclamation fund, and three-eighth to the 
respective public-land States and Territories in which the receipts originated; 

3) All proceeds from Indian reservation lands, 100 percent to the credit of the 
Indians of such reservations; and 
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(4) Charges collected from navigable water projects, one-half to a special fund 
expended under direction of the Secretary of War in the construction, mainte- 
nance, and operation of dams and other structures on navigable waters and one- 
eighth to the general fund of the Treasury under the provisions of the act, as well 
as three-eighths which were not specifically distributed by the act. 

The distribution of proceeds from licenses under the Federal Power Act for the 
fiscal year 1950 was as follows: 


ESET EIA St a SOR ES aT a $209, 682. 36 
To the reclamation fund 35, 678. 39 
To the War Department 152, 661. 50 
RR EIGEN LR RRR Sl os en a 26, 758. 74 
To the general fund of the Treasury, representing 12% percent of 

collections from public-land projects and 50 percent of collec- 

tions from navigable-water projects involving the use of dams, 

appurtenant lands, or other property 1 Gc pha gle 161, 581. 09 
To the general fund of the Treasury, representing a direct levy for 

reimbursing the costs of administration of pt. I of the Federal 

Ne of, Gh ria Eh ne A es Skandal wenden ncea 581, 199. 04 
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As provided under section 17 (b) of the act, penalties were levied for delin- 
quency in the payment of annual charges and the amount of $67.77 collected and 
deposited to the credit of ‘Penalties for delinquencies of licensees under Federal 
Power Act.” 

Collections from revested Oregon and California railroad grant lands and Coos 
Bay wagon-road grant lands situated in certain licensed projects and not subject 
to distribution under section 17 of the act, but credited to the accounts involved, 
amounted to $792.59 and $56.95, respectively. 

The Commission also collected and deposited to the credit of ‘‘Miscellaneous 
receipts” during the fiscal year ended June 30, 1950, the sum of $3,387.71 from 
the sale of maps; $22,470.20 from the sale of publications; $12,571.49 from sale 
of photo duplications; $100.50 reimbursement for jury service; $125.70 for work 
done ; $163.95 refund of terminal-leave compensation ; and $32,500.00 from business 
concessions; $10.40 net proceeds from surplus property in United States; $13.60 
unclaimed funds and abandoned property, not otherwise classified. 

Total collections by the Federal Power Commission for the fiscal year ended 
June 30, 1950, from all sources, aggregated $1,239,822. Collections for the fiscal 
years 1951 and 1952 are estimated at $1,217,200 and $1,486,900, respectively. 

The amounts received by receipt titles for 1950, with estimated receipts for 
1951 and 1952, are shown in the following tables. 


Mr. Tuomas. With respect to part I of the act, you only collected 
how much, $512,000? 

Mr. Secnrest. Administrative fees, for reimbursing the cost of 
administering part I, we collected $581,199. 

Mr. Tuomas. Well, now, have those fees been raised since 1945? 

Mr. Securest. After they are fixed in the license, they cannot 
be changed without consent of the licensee, but as Mr. de Luccia ex- 
plained, they are based on generation, and the charges have been 
on a gradual up-curve over the years. 

Mr. Puiturps. Not the charge, the income. 

Mr. Securest. The income; yes, sir. 


COMPARISON OF COST OF SERVICE AND INCOME 


Mr. Puttures. What is the difference between the cost of service 
and the income? 

Mr. Securest. The estimated expenditure for this year for all 
types of that work is about $615,000, and we collected last year, 
$581,199. Of course, at the beginning of operations under the 
Federal Power Act in 1920, the cost was much greater than the 
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collections, but the latter curve has gone up and at times has exceede:| 
the other. If you balance it over the years, it is pretty well reimbursed. 

Mr. Tuomas. Well, the committee suggests that you rework your 
fees for 1952 and follow your statute here. Apparently you are 
attempting to follow it by basing it upon increased productivity rather 


than the actual cost to the Commission, but one route may be as 
good as the other. 


FUNDS RESERVED, 1951 


How much was impounded from your 1951 budget, $100,000? 


Mr. Securest. $100,000; $63,000, salaries and expenses, and 
$37,000, flood-control surveys. 


OTHER OBLIGATIONS 
TRAVEL 


Mr. Tuomas. What about your travel here of $230,000 for 1952? 

Mr. Securest. That is a very good estimate. We are expending 
right up to the estimate. 

Mr. Tuomas. Your estimate here is $230,000 in your justifications, 
and in the committee print it is $240,000. Why the difference there 
of $10,000? 

Mr. Securest. We are running very close on that, but we allow a 
little leeway. 

Mr. Tuomas. What is your unexpended balance as of February 1 
on travel? That is not the table I want on 13. There is another 
table following your justifications for it. The justifications are quite 
meager, as I remember. What page is that? Can you put your 
finger on that page? Can you put your finger on the justifications 
for “Other objects’? 

Mr. Securest. Where it refers to travel on page 12, there is only 
one paragraph there. 

Mr. Tuomas. That is what I am talking about. Here it is. You 
only give us a little information on travel and other expenses. You 
lump them in on other expenses; no appreciable difference exists 
between 1951 and 1952. This item “Rents and utilities service” has 
been reduced $23,500, representing the rental of two regional offices— 
the lease for this space, then. Well, that makes it $118,200 more than 
your 1951 budget; doesn’t it? 

Mr. Securest. It includes other items. 

Mr. Tuomas. Well, that is what 1 am including. Can you justify 
these other objects here? You didn’t do it in your justifications. 
Tell us something about your travel and transportation. ‘Com- 
munication services,’ $26,000. “Rents and utilities’? have been 
reduced by $23,500. ‘Printing and reproduction,” $1,000 increase 
over 1951, which makes a total request of $71,000 for 1952. The 
“Other contractual services,’ $13,000; ‘Supplies and materials,”’ 
$38,000. That has been increased $1,500. ‘“‘Equipment,’’ $13,000. 
That has been increased to $19,500, which is an increase of $6,500 
over 1952. Justify those right quick for us. What is your increase 
of $6,500 for equipment? 
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EQUIPMENT 


Mr. Securest. We have at the present time an average life on 
typewriters on hand of about 10 years, and we have replaced very few 
over the last 5 or 6 years. We expended up to our appropriations 
last year and didn’t have the money. We also have certain dupli- 
cating equipment, tabulating equipment, tabulating machines to be 
replaced. 

Mr. Tuomas. What is the $6,500 increase for? 

Mr. Secnrest. It is largely for a limited number of typewriters 
and calculating machines. 

Mr. THomas. What is the “limited number’’ which cost you how 
much apiece? 

Mr. Secnrest. The calculating machines cost about $700 apiece. 
The typewriters, I believe, at the present time are costing something 
around $100 to the Government, with trade-ins. 

Mr. THomas. Well, that would be 65 typewriters and about 10 
calculating machines. Which is which, now, and how many of each 
do you want, and what is the other $13,000 for? 

Mr. Securest. Put about 15 typewriters in that and 7 calculating 
machines. And there is $6,500 provided for library stock which 
doesn’t contemplate any additional services or books than at the pres- 
ent time, but printing costs have just skyrocketed both in the Govern- 
ment Printing Office and in private industry, and the increases in cost 
take $6,500 to buy books now, and services for our library, which we 
used to buy for $5,000. 


COMMUNICATION SERVICES 


Mr. Tuomas. What about your ‘‘Communication services’ here? 
The committee is looking pretty carefully at ‘Travel,’ “‘Communica- 
tion services” and ‘Printing and reproduction.” You have got 
$26,000 for ‘Communication services.”” How is that broken down 
between the District and the field? You have what, seven field 
offices? 

Mr. Securest. We have five field offices. Well, about $6,000 of 
that would be for the field, and about $20,000 would be for the 
District, and that includes the rental on our five-position, multiple 
switchboard and the rental on all of our instruments, our telegrams, 
car tokens, and things like that. 

Mr. Tuomas. How much do you have for local telephone service in 
the District and how much do you spend for long-distance calls, tele- 
grams, and so forth, of this $26,000? 

Mr. Securest. I think our telephone bill for the District is running 
something around $1;300 a month. 

Mr. Tuomas. That is about $16,000 a year. 

Mr. Securest. Between $15,000 and $16,000 a year, and the 
balance of that would be for telegrams principally. 

Mr. WaALuGREN. We also have to put in a great many long-distance 
calls and it takes quite a little time. We just had a case quite recently 
where we were on the phone for a long time just trying to help out in 
a matter of a defense item, where a shell plant down in St. Louis needed 
some gas. This was all supposed to be taken care of by the set-up 
here under Secretary Chapman. He hadn’t as yet had his set-up as 
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far as the Fuel Administrator was concerned. and I recall that we spent 
all of one afternoon on this call trying to get a certain gas company to 
deliver some gas to this munitions plant. 


PRINTING AND REPRODUCTION 


Mr. Txomas. What about this printing and reproduction item? 
It shows an increase of $1,000 for ’52 over ’51, totaling $71,000. What 
are those three surveys you are going to print this year; how much is 
each one of them going to cost? 

Mr. Securest. That $71,000 figure is broken down among major 
headings this way: Forms and stationery, $18,300; annual and other 
reports, $10,000; decisions of the Commission—that is, the annual 
volume of the decisions of the Commission, $12,000; legal briefs, 
$2,700; rules and regulations, $2,900; lithographing and photo- 
graphing —— 

Mr. THomas. You are going to make two reports. You are going 
to print and bind two reports this year; aren’t you? 

Mr. Securest. Well, we have electric utilities in the United States, 
a $6,000 item, and statistics of natural-gas companies, a $1,500 item. 
In addition to that, we have the regular annual report which is $2,500. 

Mr. Tuomas. That is the report of the Commission to Congress? 

Mr. Securest. Yes. 

Mr. Tuomas. Then you have another one in there. 

Mr. Securest. Well, we carry the opinions and orders of the 
Commission. 

Mr. Tuomas. How much is that? 

Mr. Securest. That is $12,000, and that estimate is very low. 
The 1948 volume just delivered is 1,200 pages. 

Mr. Tuomas. How necessary is that to the lawyers and the industry 
during emergency conditions? 

Mr. Securest. As a matter of fact, the Federal Bar Association is 
after the Commission to print those more promptly. They are not 
getting them quick enough. 

Mr. Tuomas. Do you give them for free? 

Mr. Securest. No, sir. The volume that just came out the other 
day sells at $4.25 a copy. 

. Mr. Tuomas. How many does the Superintendent of Documents 
ave? 

Mr. Securest. I would have to check that figure; I don’t know 
offhand. 

Mr. Tuomas. Do you have any idea, any of you gentlemen? That 
item ought to show you a profit. What about your stenographic 
service here? 

Mr. Securest. As far as stenographic service is concerned 

Mr. Tuomas. You have reporting service, we'll call it. 

Mr. Securest. We do not pay a cent for reporting the hearings of 
the Commission; as a matter of fact, we collect money from the 
reporter for the privilege of selling copies. 

Mr. TuHomas. How much bonus do you get there? 

Mr. Securest. He paid $32,500 for that contract this year. 

Mr. Tuomas. And that is covered into the Treasury? 

Mr. Securest. That is covered. 

Mr. Tuomas. You got a profit of $32,500 you don’t get credit for. 

Mr. Securest. That is correct. 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What is this other contractual service for, an increase 
of $1,600 over ’51, making a total of $14,600? 

Mr. Securest. Well, that is various items. We have to have work 
done by other agencies at times; for instance, maintenance on equip- 
ment and various things like that come under that. We have to 
purchase a large number of photostats; copies relating to material 
being prepared for hearings. 

Mr. Tuomas. You don’t have any reporting service under other 
contractual services here? 

Mr. Securest. No. 

Mr. Tuomas. No charge against that at all? 

Mr. Securest. No; occasionally we have to buy a court brief which 
comes under that, but that is not more than four or five times a year. 

Mr. Tuomas. Well, for-$14,600, I still don’t know what you are 
doing there. I hope you do. 


TRAVEL 


What about your travel for next year? Let me caution you now; 
let me spell this out in detail right on down the line in each one of 
these items. 

Mr. Securest. We are running up to the end of the travel, right 
up to the end of it. 

Mr. Tuomas. What is your unexpendable balance as of February 
1, say? 

Mr. Securest. About $100,000. 

Mr. Puiturps. That is the amount that was withheld. 

Mr. Tuomas. They were given $230,000 for the fiscal year 1951. 
Can’t you reduce that by 20 or 25 percent, without hurting your 
activities for 1952? 

Mr. Securest. You mean travel? 

Mr. Tuomas. That is right. 

Mr. Securest. I don’t see how it would be possible. 

Mr. THomas. Where is your travel expense, out of the central 
office or out of your field offices? 

Mr. Securest. Both. 

Mr. Tuomas. Give us a little picture of it, please; right quick. 

Mr. Securest. In the determination of capital investment in these 
electric-utility companies and gas companies and for rate cases, we 
have to keep in the field probably an average of 70 to 80 accountants. 
I want to point out in that connection that the Commission is very 
conservative on its allowance for per diem. These assignments 
range anywhere, we can say, from 3 to 9 months. We only allow the 
maximum rate of per diem of $9 for 15 days. We allow $7.50 for the 
next 15 days, and after that the man goes to $5. 

Mr. Tuomas. You have got 13 automobiles. How many of them 
in the field? 

Mr. Securest. Twelve of them. 

Mr. Tuomas. How much cost do you have for maintenance and 
operation on your 13 automobiles that is charged against your travel 
here? 

Mr. Securest. It runs about $500 per car. 
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Mr. Tromas. You can’t operate a car for $500 a year and maintain 
it. You don’t carry any insurance on them; do you? 
Mr. Securest. No, sir. 


Mr. Tuomas. So it is only for gas and oil, maintenance, garage 


and repair, and that is charged against your travel item of $230,000; 


isn’t it? 

nat Securest. Part of those things. Not all of it is charged against 
travel. 

Mr. Tuomas. Where are they charged again? 

Mr. Securest. Against supplies and other contractual services, too. 


Mr. Tuomas. Well, none of that, then, is charged against your 
$230,000 for travel. 


Mr. Securest. Very little of it. 

Mr. Tomas. How does your travel item break down between the 
District and the field? 

Mr. Securest. I do not have that figure. I would say that it would 
break down about two-thirds in the District and one-third in the 
field; that would be my estimate on it. 

Mr. Tuomas. Well now, primarily, what are the duties of the field 
as compared with the duties of the central office? Just give me that. 

Mr. WauuGREN. Mr. de Luccia might answer that question for you 
because all of our field offices are hydroelectric power offices. 

Mr. pe Luccra. The amount of travel from the field offices them- 
selves run to about $23,000. The total amount of travel, for example, 
in the Bureau of Power is about $30,000; so that three-fourths of the 
travel of that particular activity is in and from the field offices. 


FIELD EMPLOYMENT 


Mr. Tuomas. What is the division of work between the field and 
the central office? How does that break down? 

Mr. pe Luccta. The field offices of the Commission relate to that 
work which comes under flood control, collection and analysis of 
electric-power data, and collection and coordination of surveys, and 
those engineering matters which the Commission handles. 

Mr. Tuomas. In your Atlanta office you have 28 employees and in 
your Chicago office you have 26; in your Fort Worth office you have 
29; you have 26 in your New York office; 34 in your San Francisco 
office; 14 in your Division of Accounts office in San Francisco. What 
is the total in the field, 228 for 1951 against 222 for 1952? Did you 
give me an answer on the division of activities between the central 
office and the field offices? 

Mr. pe Luccta. The field offices generally work with the field 
offices of the other agencies, like the Corps of Engineers and the 
Bureau of Reclamation. They carry on the inspection work for 
projects which are under construction and which have been con- 
structed. They check the returns from the various utility companies 
in the matter of collection of data, and handle all those matters which 
can be handled more expeditiously in the field at a lower cost than 
can be handled from Washington. 


COLLECTION OF FEES 


Mr. Yates. With respect to your testimony on the fees collected 
by the Commission, it was stated that the fees were fixed and that they 
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couldn’t be changed in cases of certain licensees. Isn’t it true, how- 
ever, that the statute which requires you to obtain the cost for reim- 
bursement would be controlling, so that no matter what agreement 
was entered into, that might nevertheless permit a change in rates? 

Mr. Securest. I think probably Mr. Ross ought to discuss that, 
but as I remember that provision, it says we may fix fees for reim- 
bursing the cost; does it not? 

Mr. Yates. Is it permissive or is it mandatory? 

Mr. Ross. With regard to the charges assessed against licensees, 
they are incorporated according to my understanding as a condition 
of the license when it is issued, and there is a provision in the law that 
says no amendment may be made to a license once issued without 
the consent of the licensee. So that those fees, I believe, are fixed. 
However, as we bring in more licensees under the act, of course, we 
make adjustments to cover the cost of administration of the act. 

Mr. Yatres. You mean something in the nature of an escalator 
provision? 

Mr. Ross. No; we are continuously bringing in new licensees. 

Mr. Yates. And charging them more. How do you compensate 
for it? Do you mean the fact you have new licensees come in more 
than is sufficient? Is that sufficient to recover all costs? 

Mr. Ross. My understanding is that the charges that we are 
receiving is sufficient to cover the administration of that portion 
of the act. 

Mr. pe Luccra. I think, if I could just add to what Mr. Ross has 
said, that once the fee is fixed in the license, it is fixed. However, 
when the license is amended, frequently old licensees or all of them— 
if a company wants to add something to the project or make a change, 
there is an amendment. At that time the opportunity is taken, par- 
ticularly in the old license, to change the fee to the rate at the last 
time that the Commission made a change, which was several years 
ago, and it then brings the rate up to the new rate. That can only 
be done when the licensee wants to make an amendment to his project 
for some reason. Now I think that the Commission in the issuance 
of new licenses could change the fee or put a different fee, if it thought 
that that was the thing to do. The present rate might be of interest 
to you. It is 1 cent per installed horsepower. That is a flat charge 
based on the installation of the licensee. If the licensee adds another 
unit, that would go up. The other charge depends on the generation. 
It is 2% cents per 1,000 kilowatt-hours generated annually. 

Mr. Yates. What about the question of securities? Do any of 
your licensees under this part of the act ever refinance or come in for 
additional issues of securities? 

Mr. Cuarues W. Situ. Yes; but the Commission has limitations 
on its jurisdiction over securities. 


FEASIBILITY OF CHARGING FOR SECURITY INVESTIGATION 


Mr. Yares. Is it not feasible to make a charge for your investigation 
into the propriety of the security issue? 

Mr. Cuarues W. Smitu. Yes, that could be done. The Commis- 
sion’s jurisdiction is not comprehensive with respect to security issues. 
It has jurisdiction only if the State in which the utility is incorporated 
and operates does not have jurisdiction over the security. 
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Mr. Wa.uGcren. Mr. Chairman, I think we have come up here 
with something that is important. I think, really, there is quite a 
source of revenue here that just hasn’t been tapped. Now all of these 
State commissions that operate in the various States charge a fraction 
of 1 percent of the gross business that is done by these corporations, 
and that goes into a fund, and they operate witht that money. Now 
here is the Federal Power Commission operating with some 750 to 760 
on, ees trying to regulate this industry over the entire United 
States. 

A member of the New York State Commission testified over here 
recently at a hearing before the Commerce Committee that they had 
seven hundred-some people in their own set-up to regulate the State 
of New York. They had all the employees they wanted. They 
didn’t have to worry much about appropriations because they had 
this revenue coming in from this fraction of 1 percent of the gross 
business that was being done. Here we are doing this kind of business 
and we have a backlog. We need help. I will admit that even though 
we had the money we might have difficulty in getting the people to 
do the work. 

Mr. THomas. Mr. Chairman, from those remarks and for your 
information, the committee has given very serious consideration to 
making the collection of fees for services rendered uniform throughout 
the entire Federal Government. 

Mr. WALLGREN. Let me point out in the case of a gas certificate— 
now these gas lines that are being built all the way from Texas to 
New Jersey, way up to the New England States, they are costing from 
$150,000,000 to $250,000,000. Now everybody that is engaged in 
trying to obtain a certificate, whether it is the man that is going to 
sell the securities, whether he is going to underwrite the bonds, every 
one of those people are making money. They are getting their fee. 
The Federal Government isn’t getting a cent. 

Mr. Yates. Through a license from the Federal Government. 

Mr. Tuomas. The point is, the Federal Government may have to 
spend $1,000 or $1,500 a day in working over and arriving at a con- 
clusion. Why shouldn’t that be paid for by the people who are seek- 
ing that service? Excuse me, Mr. Yates. 

Mr. Yates. That is perfectly all right. Incidentally, I think the 
chairman has told you that we agree with that statement of yours. 


INVESTIGATION OF RATES OF INDEPENDENT GAS PRODUCERS 


I notice the statement on page 105 of your justifications, that 
where sales of individual producers or gatherers of natural gas have 
an effect on interstate commerce, the rates may appear excessive and 
to undertake appropriate investigations. Have your investigations 
shown that the rates from the independent producers are going up? 

Mr. WALLGREN. Yes. 

Mr. Yates. Have you any statistics on that? 

Mr. Watueren. We have them but we don’t have them available 
right here at this present time. This gas price at the present moment 
is highly competitive with other fuels. I don’t see how we are going 
to prevent the price of gas from going up. 

Mr. Yates. It is my understanding that where the price has been 
a nickel in the past, it is now 10 cents, and moving up to 15 cents. 
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Mr. WatuGrEN. We have no way of controlling that. If a gas 
company comes in and wants to put in a pipeline, with signed con- 
tracts, requiring a certain amount of gas, we have been allowing that. 
Gas is being sold in the field from, I would say, approximately 2 or 
3 cents up to 12 or 14 cents at the present time. 

Mr. Yares. Is the Commission making any studies of that? 

Mr. WALLGREN. Yes. 

Mr. Yares. It is making such studies? 

Mr. WALLGREN. Yes; we are. 

Mr. Yarrs. What about the question of the provision of additional 
service? I know in the State of Illinois there are certain municipalities 
that may be interested in tapping some of the through pipelines to 
provide service for the municipalities. What does the Commission 
do in eases of that type? 

Mr. Wa.tueren. Possibly Mr. Ross can answer that question. 

Mr. Ross. Under the Natural Gas Act, section 7 of the Natural 
Gas Act, the Commission has rather limited authority. It may upon 
application by a municipality or a local distributing company require 
a natural-gas company to connect up its facilities with the community 
and render service. However, there is a limitation that we may do 
that only if it will not require any material physical enlargement of 
the facilities of the pipeline company. Where there is excess capacity 
in a pipeline and there is an application by a distributing company or 
a municipality, we may order that they render service. However, 
under the situation that exists today, most of these pipline companies 
are pretty well used up to capacity to serve their existing customers. 
We may not order them, under the act, to take on an additional 
community if it will impair the service to existing customers. 

Mr. Yates. Does the local regulatory commission have any juris- 
diction in a case of that type? 

Mr. Ross. It does not. 


EstTiIMATE SUBMITTED TO BUREAU OF THE BUDGET 


Mr. Puituirs. You asked for a total budget figure of $4,365,000 as 
the total for all your services. How much did you ask the Bureau of 
the Budget for? 

Mr. Securest. We asked the Bureau of the Budget for $4,890,000. 
That was predicated on what we thought was reasonably needed to 
keep down backlogs and carry the current work. Of course, that 
picture changed with the war. 

Mr. Puttuips. In cutting you $525,000, did the Bureau indicate 
where the cut was to be taken? 

Mr. Securest. Yes, sir; they indicated in a general way. 


REDUCTIONS BY BUREAU OF THE BUDGET 


Mr. Puituips. Will you tell us where cuts were to be taken? 

Mr. Securest. The two principal things they specified were that 
we were not to reduce in any way the gathering of basic data under 
the Federal Power and Natural Gas Acts, as that was considered 
essential to many agencies in the defense picture, and the same thing 
was true with reference to power requirements and supplies. The 
question came up a short time ago about a flood-control appropriation. 
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As a matter of fact, this estimate here now is $31,700 under the cur- 
rent year’s appropriation. They reduced the project studies and the, 
slowed up the work on the White and Red River Basins and the New 
England and New York Basins and extended the date for completion 
of those studies. 

Mr. Puruurps. I noticed the coincidence that the amount you asked 
for “Salaries and expenses” was just $31,700 more than last year an 
the amount that you are asking lor “Flood-control surveys” was just 
$31,700 less than last year. I suppose that was just accidental. 

You told me what you were not to cut. Now tell me what the 
budget told you to cut. 

Mr. Securest. They didn’t specify particularly on the other 
things, but having said that we couldn’t cut those I mentioned, we 
had to cut among the ethers to the best advantage of the work. 


PERSONAL SERVICES 
NUMBER OF POSITIONS, 1951-52 


Mr. Puiiures. How many people are you asking for for next year? 

Mr. Securest. The net positions are 789. 

Mr. Puiturps. Seven hundred and eighty-nine as compared to how 
many last year? 

Mr. Securest. For the current year, 779. 


EMPLOYMENT TURN-OVER 


Mr. Puiturrs. Now I notice in the hearing last year that you 
reported the average turn-over had been 17.5. Do you remember? 

Mr. Securest. Yes, sir. 

Mr. Puitures. And you expressed then the hope, which appears in 
the hearings, that the lapses would be reduced from 28 man-years in 
fiscal 1950 and in fiscal 1951, and you gave as your reason for that 
hope, I quote, “the further stabilization period.’ Now the figures 
you are asking for this year indicate that the lapses have been twice 
the estimated figures. 

Mr. Securest. Of course, that was a false hope, in view of the 
situation that has developed. I think our turn-over based on the 
first 6 months of this year, that is, separations, averaged just a little, 
on an annual basis, less than 15 percent. 

Mr. Puruutps. For how long? 

Mr. Securest. The first 6 months of the current fiscal year. 

Mr. Puiuiies. Then the hope that you are expressing is that you 
will have a reduction in the next fiscal year. If you were 28 and ex- 
pected to go down to 18 and you went to almost twice that, now, on 
what grounds do you base the hope that you are going down lower 
than the 28 for next year? 

Mr. Securest. I don’t think I made myself clear. I should have 
said the rate for the 6 months was a little less than 15 percent on an 
annual basis. I think the way I stated it, vou have got the 6 months. 

Mr. Puiuurpes. Do you think you are going to 15 for the full year? 

Mr. Securest. That is very hard to say, sir, because employees 
are difficult to get, and we have quite a few separations, but, so far 
this year, we have been able to do little more than hold our own. 

Mr. Puruurres. In the hearings of last year at page 241 we asked 
about the relatively large proportion of your personnel engaged in 
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housekeeping activities. It was 13 percent. Now, in your justifica- 
tions for this year, I find that you have not reduced that personnel, 
and it seemed to me, I think it seemed to the chairman last year from 
the hearings, that that was one place where savings could be effected 
without hurting national defense. 

Mr. Securest. Our housekeeping is running just about on an even 
keel. I don’t think there is any waste. 

Mr. Tuomas. Mr. Phillips, you raised a question there of 15-percent 
turn-over for the first 6 months of this year. What is the anticipated 
© turn-over for 752? 

Mr. Puiturps. The witness testified that he meant that was on an 
' annual basis, but I think his hopes are not justified by the figures last 
year or this year. It was 17.5 last year, which is not a low figure. 

Mr. Tuomas. The Civil Service Commission is basing their budget 
on 36 percent, you recall. 

Mr. Puiuutrs. Yes; that is right; but this is a more static agency 
' than most of them. This agency is getting down to where it ought 
© to be. 

4 EMPLOYMENT, FEBRUARY 1951 























Mr. Coupert. What are your actual number of employees, Mr: 
Sechrest, as of February 1, this year? 

Mr. Securest. At the last payroll period, we had 738 employees 
on the payroll. 
: Mr. Couprrt. How did that compare with a year ago, approxi- 
mately? . 

Mr. Securest. I don’t have the comparable figure for February 
1, but I think that it was probably 10 or 12 under. 







FPC LICENSING OPERATIONS 















Mr. Couprrt. Coming to the matter of your licensing operations, 
in your testimony relating to licensing, were you referring exclusively 
' to hydroelectric projects or do you, in fact, license all additions to 
' electric power companies that engage in interstate commerce? 

z Mr. pe Luccra. That relates only to hydroelectric projects which 
| occupy waters that are under the jurisdiction of the United States, 
- and that jurisdiction was discussed earlier as to what constituted the 
_ jurisdiction or public lands. 

Mr. Covupert. Do I understand correctly that your license fee is a 
' continuing fee during the life of the project and not a single-payment 
' fee for the granting of the license? 

Mr. pe Luccta. No; it is a continuous revenue year after year. 
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REGULATION AND Surveys, E_ecrric Power INpustry 


4 Mr. Coupert. Well now, with respect to the electric power indus- 
| try, you have a fairly substantial provision here for the study of 
requirements, power requirements, and supplies studies. What, in 
fact, do you do and how do you utilize the results of those studies? 
Mr. pe Luccta. We have about 5,000 utilities which information is 
collected from. We get a coverage every year of about 96 percent 
of the industry. 
Mr. Coupert. Is that of all the utilities in the United States? 
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Mr. pve Lvuccia. The actual utilities we cover every year run 
about—the major utilities which account for about 96 percent run 
about 1,500. We collect an exhaustive amount of information 
concerning those utilities. All that information has to be checked 
for accuracy and analyzed. It is used as the basis for all power 
planning. Today, of course, defense is the important element in 
power planning. 

Mr. Couprrt. When you say “all power planning,’ you mean 
that is the basis upon which a local power system makes its own plans 
for next year and the year after and the year after that? 

Mr. pe Luccia. It makes its own plans based on its own market. 
It is based on information collected from the Federal Power Com- 
mission in consideration of all of its adjacent neighbors. It gets 
information from the Federal Power Commission which is collected 
on the basis of what the situation is with its neighbors and it makes 
its plans for its expansion. That is a continuing process that goes 
on all the time. These statistics which the Commission collects and 
analyzes are the very bases and foundation of all of the electric 
power industry information in the United States, and is used by all 
State commissions. 

Mr. Covuprrr. Explain that to me a little further; it isn’t entirely 
clear tome. Take any large regional system that operates as a unit, 
any one of the great companies. Presumably they make their own 
continuing market surveys and power requirements for the future, 
don’t they? 

Mr. pe Luccta. For their own system. 

Mr. Covupert. For their own system, precisely. 

Mr. pg Luccta. That is right. 

Mr. Covuprrt. And make their own plans for acquiring additional 
power facilities, presumably. 

Mr. pe Luccia. Yes. 

Mr. Couprrt. How are they interested in the power requirements 
of adjacent areas which they do not serve? 

Mr. pe Luccia. Well, they are interested, of course, in whether or 
not, instead of building their own facilities, they might be able to make 
contracts with their neighbors for power capacity or generation. 
There are many different ways in which that is used. The statistics 
and information put out by the Commission is available to them. 
They subscribe regularly to that service. 

Mr. Couprerr. Now there is an association of power companies— 
I have forgotten the precise title of it. Does that association make 
any studies and surveys of its own with a view to getting generally 
the national picture of power requirements and facilities from time 
to time? 

Mr. pe Luccia. The membership of that association covers about 
60 percent of the companies. Very few of the southeastern companies 
are members of that association; I don’t think the American Gas « 
Electric is. I am just remembering this, and it may not be absolutely 
right, but it seems to me that they are not; so that the Edison Electric 
Institute is a limited coverage. They de not cover the entire State. 
However, they project their estimates on an estimated basis to cover 
the entire industry, but it is not the same information. 

Another matter: We are continually receiving inquiries from Con- 
gress; for example, the Bureau of the Budget and other governmental 
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agencies who come to the Federal Power Commission for all of that 
information. 

Mr. Coupert. Well now, so far as the public-utility systems 
themselves are concerned, isn’t there a good deal of duplication in the 
matter of surveys with the work that you do? 

Mr. pe Luccia. No. The only integrated surveys which are made 
with respect to all of the public utilities that are available for public 
information from official and authoritative sources comes from the 
Federal Power Commission. 


ESTIMATED COSTS OF SURVEYS, 1952 


Mr. Couprert. I see. Now, Mr. Sechrest, just for the record, can 
you compute what is the total amount of your 1952 requests re- 
lating to surveys and inquiries of various sorts such as the one we are 
speaking of now? There are several items here in your ‘Object 
schedule,”’ but I am sure you can add them up better than I can. 

Mr. Securist. Well, on line 65 on this work table on page 19, you 
have power requirements and supplies studies, with an estimated 
expenditure of $74,742. 

Mr. Couvert. I am speaking now about all of your surveys and 
inquiries and fact-finding of various kinds and character. 

Mr. Securist. Then you have your power market surveys; I 
should have said power requirement and supply studies, $120,595. 

Mr. Coupert. Don’t all those items from 65 to 74 fall in that 
category? 

Mr. pe Luccia. No. The international energy transaction is not 
a survey. The interconnection and coordination studies are studies 
at the present time. They are related directly, of course, to defense. 
They are not surveys in the sense of collecting data. Those are studies 
that are made from data collected. 

Mr. Couprrt. That is the same thing. That is what I mean— 
other than action taken. That is what I am talking about. 

Mr. pp Luccra. No. The action is taken. An interconnection 
and coordination study, for example, to give you a concrete example, 
was completed by the Commission’s staff concerning an interconnec- 
tion between Oregon and California which would tie together the 
Northwest and the California pool. That study was made available 
to the Defense Electric Power Administration who found that it 
would be very useful in defense and issued an order, a defense order, 
concerning that. 

Mr. Coupert. It is still a study, however, and it is not you that 
took the action. 

Mr. pe Luccra. It is more than a compilation of data. The Com- 
mission did not build the line, if that is what you mean. 

Mr. Couprert. That is what I am getting at. I am trying to get 
clear in my own mind as to what the total proportion of the activities 
of this Commission is that relates to studies, surveys, fact findings, 
compilation of data, or any combination of words or semantics that 
you choose as contrasted to your rate regulation and other activity 
in the effective operation of the agency. 

Mr. pe Luccia. I suggest that that ought to be furnished for the 
record. I don’t think you could just sit down and—— 

Mr. Tuomas. Well, a good guess is at least 50 percent, isn’t it? 
It is bound to be that. 
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Mr. Yates. May I interject a question? Can you divorce your 
regulatory function from your compilation of studies? 
{r. pe Luccta. That depends upon the compilation of the data. 
Mr. Coupert. That is something special, again. Obviously, you 
have to make surveys in rate cases. 


Mr. pe Luccra. You have to have all the information of all the 
electric utilities and gas before you can answer that. 

Mr. Coupert. All right, I will reframe my question. Let me 
have the aggregate, total requests for information work, compilation 
of data work that is not related to the rate-making cases or surveys 
for the purpose of rate making. 

Mr. pe Lucca. I would like to also ask a clarification. With 
regard to the issuance of licenses, it is necessary that we also have 
this for licenses. That is an action in addition to rates. 


Mr. Covupert. All right, I accept the amendment and exclude the 
licensees. 


Mr. pe Luccia. We will exclude those things that are not required 
for action by the Commission. 

Mr. Covuperr. Right, precisely. 

(The information is as follows:) 


STATEMENT OF THE CuHreF, BuREAU or AccoUNTS, FINANCE AND RATES 


The relationship of the studies and investigations referred to with respect to 
work involving direct action by the Commission may be summarized as follows: 

A large part of the activities of the Commission in compiling information is of 
material assistance to the Commission in respect to adjudications required under 
the acts which it administers. Moreover, such information is of material assist- 
ance to other agencies such as State regulatory commissions. Thus, the compila- 
tion of financial statistics of all class A and class B electric utilities in the United 
States not only supplies important census data in respect to the electrie utility 
industry but, in addition, expedites other regulatory processes and procedures 
such as rate-making, approval of security issues nd matters involving the rendering 
of adequate service. 

The Federal Power Commission is the headquarters for information concerning 
the electric-utility industry. This results. from provisions of the Federal Power 
Act (sec. 311) requiring the Commission to “secure and keep current information 
regarding the ownership, operation, management, and control of all facilities for 
* %* * generation, transmission, distribution, and sale; the capacity and output 
thereof and the relationship between the two; the cost of generation, transmission, 
and distribution; the rates, charges, and contracts in respect of the sale of electric 
energy and its service to residential, rural, commercial, and industrial consumers 
and other purchasers by private and public agencies; and the relation of any or all 
such facts to the development of navigation, industry, commerce, and the national 
defense.” 

This delegation of authority results in large measure from experiences in World 
War I when the lack of adequate information concerning the electric-utility 
industry was a handicap to the war effort. 

Another example of dual purposes of the Commission’s activities relates to its 
original cos, work. That work, practically completed for the electric-utility 
industry, results from the direct authority in the Natural Gas and Federal Power 
Acts to control public-utility accounting, and it was necessary in order to eliminate 
the hundreds of millions of dollars of inflation which had crept into utility accounts. 
After inflacion is eliminated, the utilities are in a sounder financial position, better 
able to render the public service they were organized to render, and at the same 
time, the information supplied by their accounts is of material benefit in expediting 
rate and other cases, not only before the Federal Power Commission, but before 
the State regulatory commissions as well. 

The power requirement and supply studies are of assistance not only in matters 
relating to the national defense and the national economy, but the data helps 
the Commission to perform intelligently and efficiently its statutory duties relatiny 
to the licensing of hydroelectric projects and the Commission’s responsibility under 
the Flood Control, Rivers and Harbors Act, the Bonneville Act, the Fort Peck 
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Act, and the Tennessee Valley Authority Act, as well as enabiing the Commission 
to render assistance to Congress and other governmental agencies. 

It is not possible to determine how much of the cost of gathering information 
relates directly to matters involving adjudications by the Commission and how 
much is for general informational purposes (including information valuable to the 
defense effort). A great deal of the information, however, would have to be 
compiled specifically in cases requiring adjudication if it were not compiled in a 
routine way. 


SraTEMENT OF THE CureF, BuREAU or PowER 


The information requested concerning the relationship of the studies and in- 
vestigations which the Commission undertakes with respect to its “direct action” 
work is,as follows. 

Power requirement and supply studies, power market surveys, gathering and 
analysis of basic data, statistical compilations and their publication, reclassifica- 
tion and original cost studies, tariff conversions, and all other items which fall in 
the category of ‘studies’ and “investigations” are required in order that the 
Commission may have information and data sufficient to permit it to perform 
intelligently and efficiently its statutory duties relating to the licensing of hydro- 
electric projects, regulation of the electric and natural-gas industries, its responsi- 
bilities under the flood control and rivers and harbors acts, the Bonneville Act, the 
Fort Peck Act, and the Tennessee Valley Authority Act, furnishing of assistance 
to Congress and other governmental agencies, etc. 

The amount of money requested in the budget and the man-years indicated for 
the type of work under discussion are only sufficient for the accomplishment of the 
work as noted above. 

In the 1952 budget estimate adjustments have been made between the different 
studies and investigations in view ofthe defense aspects of the work. For ex- 
ample: the table on page 19 of the justification shows the item “Power market 
surveys” reduced from 35.8 man-years in 1950 and 18.3 man-years in 1951 to an 
estimated requirement of 13.2 man-years in 1952, with corresponding money 
decreases from $198,184 in 1950 to $74,742 in 1952. Also the item ‘‘Reclassifica- 
tion and original cost studies’’ has been reduced from 14.3 man-years in 1950 to 
7.9 man-years in 1952 for the electrical-industry studies, and from 29.8 to 22.7 
for gas-industry studies. Increases were made for ‘Power requirements and 
supply,” “Interconnections and coordination studies,’”’ and ‘‘Gathering and analy- 
sis of basic data,” to reflect increased defense needs as indicated by the Bureau of 
the Budget. 


SURVEY OF ELECTRIC POWER REQUIREMENTS 


Now, coming back again to this subject of surveys of electric power 
requirements, coming back to the matter you and I have just been 
discussing, the compilation of data on electric power requirements, 
and so forth, have you now in your possession studies indicating what 
the future requirements over the next 12 months may be for the 
entire electric industry in the United States, what percentage of 
additional facilities are being produced? 

Mr. pe Lucca. I have that here. 

Mr. Coupert. It would be very interesting if in two words you 
can tell us. 

Mr. pe Luccra. The amount of capacity which will be installed, 
say, during this year throughout the whole United States will be about 
7,300,000 kilowatts. 

Mr. Couprerr. What portion of that will be in Federal projects, 
such as TVA, as differentiated from private projects? 

Mr. pe Luccta. In 1951—we are speaking of calendar years now— 
the Tennessee Valley Authority is planning to install approxi- 
mately 

Mr. Coupert. Off the record. 
(Discussion off the record.) 
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Mr. Covuprrt. What are all the projects? 

Mr. pr Luccta. The Corps of Engineers projects, 231,400 kilowatts; 
the Bureau of Reclamation, 745,700 kilowatts; the Tennessee Valley 
Authority, hydro, 96,800; steam electric plant, 225,000; or a total 
for TVA of 321,800. The grand total of the agencies I have just 
mentioned, all of which are hydro except that one steam item, is 
1,298,900. 

Mr. Tromas. You left out Bonneville and Southwestern Power. 

Mr. pve Luccra. That is under Reclamation and the Corps of 
Engineers, Mr. Chairman. Bonneville does not build dam-generating 
plants. They build transmission lines. : 

Mr. Covupert. In other words, the difference between the approxi- 
mately 7,000,000 that you have mentioned and the 1,000,000 represent 
the additional facilities coming in for the private utility companies? 

Mr. Tuomas. No; it is more than that. 

Mr. pe Luccta. I would like to check that figure. 

Mr. Wa.uGren. You are talking about the additional installed 
capacity for the coming year; is that right? 

Mr. Couperrt. Yes, all of ’51. 

Mr. ve Luecta. I will check that figure, but that is on the order 
of the magnitude. 

Mr. Yates. What was the ratio, about 6 to 1? 

Mr. Couprrt. About 6 to 1. 

Mr. pe Luccta. No; one for public and six for private. 

(The accurate figures are as follows:) 


New generating capacity scheduled for 1951 and 1952, all class I electric utilities in 
the United States } 











[Kilowatts] 
Class of ownership | 1951 1952 
RE AID ip ihacsiiniah a laglichabele acerca nin eon haghsincabbtal gate mde iasa ae ian gi 1, 298, 900 2, 057, 600 
PG ONIN censscininds bak ncctittabunnmiekeb dd chocans eueud sdk mebehepnstbces 6, 023, 300 5, 753, 800 





TT RECREAN TEMS SUB MRAUR AES Re Sa IE I PT EDO Le EEE NC: | 7,822, 200 | 7,811, 400 











1 Class I electric utilities represent about 96 percent of total utility capacity. 


Mr. WatuGrREN. You might give the figures as to how this has 
been stepped up each year, the increase in power. 

Mr. pe Luccta. The committee might like to see, Mr. Chairman, 
how the electric loads are increasing and are really getting out of 
sight. You will notice the 1949 curve goes across, dips in the summer, 
of course, and comes back up to a peak at 6 billion. You will notice 
the 1951 curve starts out and instead of following sort of flat across 
like the ’49 curve, it begins to soar up into the stratosphere above 
7 billion kilowatt-hours. It begins again in 1951. Of course, we are 
only up to February now and it is already stretching towards 7.2 
billion. Now those increases are just running away. The amount 
of capacity which is being installed is about equal to all that the 
manufacturers of electrical equipment can turn out today, and with 
all that they can continue to turn out for the next several years, as 
near as we can figure, why, we are going to need every bit of it. 
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FURNISHING OF INFORMATION TO FPC BY PRIVATE UTILITY COMPANIES 


Mr. Coupert. Under the statute, are the private utility companies 
required to furnish any information you may request with respect 
to plans for increased facilities? 

Mr. bE Luccta. That is correct. The Federal Power Act requires 
that—I think it is section 311—every utility, whether or not it is 
under the jurisdiction of the Federal Power Commission, is required 
to submit information and returns. 

Mr. Coupert. Is it required to do it in advance or obtain authority 
in any way, shape, or form for plans? 

Mr. pe Luccia. It is required to submit it in any manner which 
may be requested.. I may say that there is a Utility Advisory Com- 
mittee which operates in the Bureau of the Budget and which we 
operate with, so that the collection of information is kept to those 
items and in that manner which is convenient to all. 

Mr. Coupert. Have you any authority to direct the utility com- 
pany to modify its plans or to postpone the carrying on of a project? 

Mr. pg Luccta. No. The only time that that can occur is if the 
utility applies for a hydroelectric project. Then that application may 
require some modification in its plans but no others. 

Mr. Couprrt. Have you any breakdown available as to the pro- 
posed increased facilities planned by the private utility companies in 
the Southeast area? 

Mr. pe Luccra. We do have that. We can furnish it. 

Mr. Coupert. I think that would be interesting. 

Mr. pe Luccia. We can furnish it in considerable detail, if you 
would like it. 

Mr. Coupert. Thank you. 

(The information is as follows:) 


Scheduled new generating capacity, 1951 and 1952, principal utilities in the southeast 
region ! 


[Kilowatts] 











1951 | 1952 
> 
| 


Private utilities: | 
Virginia Electric & Power Co 100, 000 27 
Kentucky Utilities Co- da hih tidncd dhe manmiecwaaes pase hive veeahaehines 40s 30, 000 60, 000 
Carolina Power & Light Co Rae 66, 000 | 132, 000 
Duke Power Co ees itd nut aciiae dadsanekie gicivsel 180, 000 | 200, 000 
South Carolina Electric & Gas Co___.--..--------. Bgl ab 40, 000 | 0 
The Southern Co ; ETS OUD aeR eer eee 200, 000 | 442, 500 
I NN Og ns cad ew enact nvernecen= : aS 40, 000 | 40, 000 
Florida Power & Light Co j SMES IES PRES: 30, 000 60, 000 

Subtotal, private : piapdeswansas } 686, 000 | 1, 205, 500 
Publie, non-Federal, Jacksonville, Fla nist bake 60, 000 | 





Federal:? | 
U. 8. Corps of Engineers: 
Buggs Island ne 108, 000 
I Soe ee ln wind connote nn EOS SE ee" 40, 000 
Center Hill.....--- SRO ROS ese : . 0 
EE RN te Nd nics. ctceneweesdimen S. hte 135, 000 
Tennessee Valley Authority-..-........--.---- » Eee gre Bee sil 321, 800 1, 413, 100 





Subtotal, Federal Oo Hae MEL ETE SA 501, 800 1, 696, 100 


ES ee AREISE OUI PESD ONG ERY aa Bae See TEC at Pe ga i 1, 247, 800 2, 901, 600 








1 Principal utilities represent about 94 percent of total utility capacity. 
2? All hydro capacity except for 225,000 kilowatts of steam capacity in 1951 and 1,170,000 kilowatts of steam 
capacity in 1952 for the Tennessee Valley Authority. 
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Now I note that the Supreme Court has recently upheld the power 
of the State agencies to fix minimum rates for natural gas. Woul( 
that have any effect upon the tie-in cost of your operations in dealing 
with natural gas rates? 

Mr. WaLuGREN. I would say no. How about that? 

Mr. Cuarutes W. Smirn. Generally, I would say no, but it is too 
soon to say for sure, because the Commission has not gone into a 
case involving that particular problem. The:-Commission has two 
cases in process now, one involving a proposed rate increase of maybe 
some $8,000,000. 

Mr. Paruuirs. What is the name of it? 

Mr. Cuarves W.Smirx. That problem may well rise in the Northern 
Natural Gas Co. proceeding. 

Mr. Covupert. On its face, it would seem that it would simplify 
your problem where the State agency fixes a minimum rate, that 
that might easily be that, as far as the case itself was concerned, or 
the problem. 


DeFENSE ACTIVITIES 


Mr. Corton. Mr. Chairman, in your justifications, you refer to a 
modest increase in average employment by activities related to the 
defense effort. In your opening statement, you have observed that 
for reasons of security you couldn’t disclose those activities to the 
committee. I think we all respect that position. But couldn’t you, 
either on or off the record with safety, indicate in a very general way 
the nature of the activities in your Department that are stepped up 
because of the defense effort? 

Mr. WauuiGREN. I would say that even before Korea, we were 
working with a certain military agency that was requesting that we 
provide men to conduct certain studies. When I say that was before 
Korea, you can imagine how that has been stepped up now because 
of the emergency that we face since that time. They treated some of 
this as so highly confidential that I just feel that we can’t say any- 
thing about it, but I wanted to point out that considerable work was 
being done along this line even before this Korean situation. 

Mr. Puriures. Perhaps you could indicate the location and source 
of power and possibility of power increase. 

Mr. Watueren. Yes; and what our enemies are doing along that 
line, let’s put it that way. 

Mr. Corron. Couldn’t these activities be absorbed in your regular 
employed force without additional employees? That is, couldn’t some 
other activities be temporarily curtailed sufficiently to carry it? 

Mr. WaALLGREN. We have been trying to do that. Just recently 
we have had several requests for Mr. de Luccia. The question we are 
considering this afternoon is as to whether or not we would allow him 
to go over to a certain department, because we want to be certain that 
when he is assigned to a job, it is the most important job that we can 
let him go to, and the requests are being made for people in our agency. 
They are increasing daily, and I just don’t know what it is going to 
mean in the end. We undoubtedly will have a slow-down in some of 
our departments. I would think that the lack of critical materials 
and other things would possibly reduce the number of applications for 
certificates, but somehow or other, we seem to keep pretty busy down 
here in this agency. 
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REIMBURSEMENTS FOR DEFENSE ACTIVITIES 


Mr. Corron. Are there any arrangements being contemplated 
whereby the special defense agencies reimburse the regular agencies, 
such as yours, for the aggregate activities? 

Mr. WALLGREN. Yes, they do. 

Mr. pe Luccia. Yes. We do work for other agencies. We work 
you might say, as a consulting agent in the Atomic Energy Com- 
mission on the matter of electric power. I don’t think I can mention 
more than that at this time, but we do get reimbursement for a great 
deal of that work. For example, on one of these Air Force contracts 
you will notice there are five people assigned to that on a budget 
requirement. I might say that since this sheet has been made up, 
we have had to put five more on that. We have got 10, because things 
have just been popping along a little faster internationally. Now 
there is $50,000 of reimbursability that has been set up by the Air 
Force, and those are continuing funds. That money is encompassed. 
within the total amount of money which the Commission has indicated 
it will require. There are other contracts also. A great deal of that 
is reumbursed. 

WORKWEEK OF FPC 


Mr. Corron. Are you now working a 40-hour week? 

Mr. pg Luccia. Well, the official is 40 hours. We work Saturdays 
and nights, as the work requires. I may say that it is done volun- 
tarily, you might call it that, by the higher professional employees, 
without reimbursement. 

Mr. Corron. I understand that, but excluding the higher pro- 
fessional employees. It is a 40-hour week? 

Mr. pe Luccta. It is a 40-hour week, yes. 

Mr. Corron. If during the emergency a 44-hour week were 
adopted, would that take care of your additional load without putting 
on more personnel? 

Mr. pg Luccta. Well, the people who work on these particular 
things we have been talking about have all been working more than 44 
hours a week. The thing it would do is it would give them appropriate 
reimbursement for the time they put in. 

Mr. Corron. You mean these investigations and studies or what- 
ever these activities are, do not go down to your regular force who do 
the investigating and compiling? 

Mr. pg Luccta. When I speak of higher professional, I am just 
distinguishing, really, between the stenographic level and the pro- 
fessional level. 

Mr. WaLucren. But in the event we have to use additional stenog- 
ranhers, they are paid overtime. 

Mr. pe Luccta. They are paid overtime, but the professional 
employees generally above the grade of P-3—— 

Mr. WaALLGREN. By the way, I would like to find out myself how 
much overtime was worked last year. Do you happen to have that 
figure? 

Mr. Tuomas. I saw a figure here in the budget on it. 

Mr. Moore. There were over 5,000 hours of uncompensated over- 
time last year. 

Mr. Nexson L. Smita. Might I add this one comment in answer to 
the Congressman’s question. Having been with the Commission when 
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our workweek during the last war was a longer workweek than it js 
now, I don’t think a lengthy workweek in an agency such as ours 
you get a proportionate increase in the output of working units. |; 
isn’t like a check-writing operation, where you can increase the produc- 
tion by an increase in hours. The supervisory brain power is working 
full tilt as it is, and I don’t think you should be left with the impres- 
sion that lengthening the workweek would avoid the necessity of 
increasing personnel. 

Mr. Corron. My question was primarily directed to the matter 
of the clerical staff and stenographers. I think we all understand that 
the people charged with the responsibility in all these departments 
are usually working more than a 40-hour week. I comprehend that, 

I want to go on to one other matter, and my question, I want to 
make it plan, has been asked of all the agencies; it wasn’t just directed 
to your own group. 


Work spy New EnGianp-New York Basin ComMMITTEE 


I note, Mr. Chairman, that while your over-all budget contemplates 
that less will be spent in investigations relating to Federal river deve!- 
opments, that you are requesting some $6,700 more plus something 
for travel for work by the New England-New York Basin Committee. 
That interests me as representing New England. I am happy that 
we are getting special attention, but I wondered just how that is tied 
up to the defense effort and what the nature of that work is. 

Mr. pe Luccra. I don’t think so. The 1950 Flood Control Act 
pore the Corps of Engineers the responsibility of making a compre- 

ensive survey of New England, and in that it was required that the 
Federal Power Commission participate and assist. Following that, 
the President, by Executive order, created this committee that was 
mentioned, and the original Executive order originally asked that the 
work be completed in something less than 2 years. Following the 
emergency, that was lengthened to 4 years. 

Mr. Corron. This is one of the activities that the Bureau of the 
Budget suggested slowing down on as part of your economy? 

Mr. pe Luccia. That is correct, and these figures reflect that. 


PROPOSED ST. LAWRENCE SEAWAY PROJECT 


Mr. Corton. Is this work connected with the proposed St. Law- 
rence seaway project? 

Mr. pe Luccta. No, sir. It includes the St. Lawrence seaway as 
& power source, as a necessary part of the resources, but it is not 
connected with the seaway primarily at all. 

Mr. Corton. It is a general study and survey of the possibility of 
increased power in New England? 

Mr. pe Lucca. It is far greater than that. It is not only increased 
power, but increased mineral-mining possibilities, agriculture, industry. 

Mr. Corron. You are talking about the activity for the entire 
committee. 

Mr. pr Lvuccta. I am sorry, I misunderstood. 

Mr. Corron. I understood that your part of it had to do with the 
possibility of increasing the power resources in New England. 
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Mr. pe Luccta. It has to do with investigation of what are the 
power resources in New England and what value they may have and 
how they might be used in power supplies in the region. 

Mr. Corton. That is, the chances for developing new power? 

Mr. pe Luccia. New power; yes, sir. 

Mr. Corron. What are they? 

Mr. pe Luccta. Well, the chances of developing additional power 
in New England, I think, are pretty good. Four years from now we 
will know exactly what the answer is. The committee will have 
finished its study and its report and we will all know just exactly 
what the chances are. : 

Mr. Corron. Aren’t we going to get a report sooner than 4 years? 

Mr. ve Luccra. It was contemplated for a little less than 2 years, 
as I just mentioned. The budget set it back to 4 years. 

Mr. Corron. Mr. Keyserling was up here the other day for the 
economic advisers and he had with him a manuscript, and I gathered 
from the testimony it was almost ready to be cut loose. Now you 
worry me that nothing is coming out for some time. 

Mr. pve Luecia. I think that his manuscript may have been an 
economic statement of the situation now pertaining in New England. 
It does not contemplate a resource survey. 

Mr. Corton. Have your studies been partly directed to the St. 
Lawrence seaway? 

Mr. pre Luccia. This particular New England committee will use 
the work. The St. Lawrence seaway has already been studied. 
There is not much work needs to be studied by it, as that all has been 
designed by the Army Corps of Engineers. 

Mr. Corron. Did your Department participate in those studies, 
too? 

Mr. pe Luccia. The power phase of those studies through the years, 
yes, sir. 

Mr. Corron. Your studies on the power phases of the proposed St. 
Lawrence seaway, have they been issued in some document, in some 
report? 

Mr. pe Luccra. They have been issued generally in the form of 
appearances before Congress, statements made in hearings before the 
Commission and Congress. 

Mr. Corron. There is no particular formal report that I can have 
access to? 

Mr. pe Luecra. There has been no report that I know of made by 
the Commission as such. There have been many statements inserted 
into the record at hearings by the Commission, and we have infor- 
mation that we can supply you in almost any form, if you would 
like that. 

Mr. Corron. Just one question. I realize this is a digression, but 
have you from your studies formulated an opinion about how long it 
would take to develop the power of the St. Lawrence seaway so that 
it will be available as far as the present emergency is concerned? 

Mr. pe Luccta. The Chief of Engineers testified, and it seems 
reasonable to us that the first power could be obtained in about 4 
years. It would take about 5% to 6 years before the last power unit 
would be installed. 
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Mr. Corron. And did you direct some of your studies to how this 
power would be divided up between New York, New England, anc 
Canada? 

Mr. pe Luccta. No, sir. With respect to Canada, they get hal/ 
the power, but with respect to New York and New England, we madc 
no study of that. 

Mr. Corron. Would that be within the field and the jurisdiction 
of your Commission if and when the development occurred? 

Mr. pe Luccia. That depends on what kind of legislation Congress 
adopts. The present bill contemplates that the President shall nego- 
tiate with the State of New York and assure that a fair share will go 
to States other than New York. That is the only division I know of. 

Mr. Corron. Thank you. 

Mr. Tuomas. Thank you, gentlemen, for doing a good job. 

Mr. Sechrest, I estimated a while ago a figure you gave as incorrect, 
and I suggest you put it in the record at this point. 

(The matter referred to is as follows:) 

Gross positions provided for are 835 in 1951 and 823 in 1952, or a decrease of 12° 


Average positions provided are 779 in 1951 and 789 in 1952, or an increase of 10: 
Actual employment as of February 1, 1951, was 738. 


Mr. Yares. I just want to ask one question pertaining to this 
compilation of data. I think probably Mr. de Luccia could answer it. 
Can you say that your compilation of data is entirely divorced from 
your regulatory process? 

Mr. pe Luccia. No, none of it is. 

Mr. Yates. In other words, all of it is pertinent in one form or 
another to matters of regulation by the Federal Power Commission? 

Mr. pe Luccra. Oh, yes. The matter of power market surveys, 
for example, is related to the issuance of licenses, for we want to be sure 
the projected output can be used. 

Mr. Yates. And the regulatory process isn’t involved only in the 
instigation of rate proceedings, is it? 

Mr. pe Luccta. No, indeed. 
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WEDNESDAY, 


WITNESSES 
HARRY A. McDONALD, CHAIRMAN 


BALDWIN B. BANE, DIRECTOR, DIVISION OF CORPORATION FI- 


NANCE 


ANTHON H. LUND, DIRECTOR, DIVISION OF TRADING AND EX- 


CHANGES 


MORTON E. YOHALEM, DIRECTOR, DIVISION OF PUBLIC UTILITIES 


JAMES J. RIORDAN, BUDGET OFFICER 


ALFRED HILL, EXECUTIVE ASSISTANT TO THE CHAIRMAN 


Funds available for obligation 


1950 actual 


FEBRUARY 


| 1951 estimate 


DIRECT ORLICATIONS 
Appropriation or estimate _ -_-_. bg $5, 878, 250 | 
Unobligated balance, estimated savings —4, 800 
Savings under sec. 1214 t 
Total direct obligations 873, 450 
REIMBURSAPLE ORLICATIONS 
Reimbursements for services performed - 12, 000 | 


Total obligations 5, 885, 450 


Obligations by activities 


Description 


$$$ 


1950 actual 


DIRECT OBLIC ATIONS 


1. Regulation of public sale of securities aes $2, 117, 510 
2. Regulation of securities markets 1, 344, 135 
3. Regulation of public-utility holdimg companies 826, 713 

Regulation of investment companies 123, 905 


Assistance to courts in reorganization of bankrupt corpo- | 
rations... - ) 

6. Publication of corporate stat isties 

Executive staff and office of the secrétary 


254, 975 
39, 636 


of the Com- | 


ae ie SEE ee ge 191, 770 
s. Staff functions im 515, 985 | 
9. Administrative services- 458, 821 | 
Total direct obligations | 5, 873, 4! 50 
REIMRURSAPLE ORLICATIONS 
| 
8. Staff functions... ................- Bias odes ae 12, 000 | 
po REE an a ea 


ie 5, 885, 450 | 


SECURITIES AND EXCHANGE COMMISSION 


$6, 230, 000 
—150, 000 


6, OSO, 000 


12, 000 





6, 092, 000 | 


1951] estimate 


2, 247, 
, 423, 
773, 


136, 


397 
976 
860 
317 | 


Kr 
— hS 


064 
852 


250, 


42, 


205, 276 
516, 367 
483, 891 


6, O80, 000 | 


12, 000 | 


6, 092, 000 


28, 





























1951. 








1952 estimate 


$5, 924, 000 


1952 estimate 


$2, 210, 371 
1, 425, 130 
663, 857 
136, 756 
234, 941 


52, 291 


205, 
518, 
4%, 


934 
341 
hihd 


5, 924, 000 


8, 000 


5, 932, 000 
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Obligations by objects 



































Object classification 1950 actual | 1951 estimate | 1952 estimate 

SUMMARY OF PERSONAL SERVICES 
Total number of permanent positions......................-.- 1, 082 1,079 1, 085 
Average number of all employees... ..................-.--..-.- 1,062 1,050 1, 050 
Personal service obligations: 9 
RS Rae ie AE eRe Rie noms” $5, 361, 413 $5, 469, 570 $5, 436, 200 
Regular pay in excess of 52-week base__..............-..-- 20, EE ENA SS 22, 000 
Payment above basic rates................................ 4, 607 5, 000 5, 000 
Total personal service obligations. ...................--- 5, 386, 020 5, 474, 570 5, 463, 2 0 
DIRECT OBLIGATIONS 
OL = Parsee Gites SEES 5, 376, 450 5, 465, 000 5, 455, 200 
Bi Ep RT DEERE EE SEE ees Rees ae aOR a ENO ae 113, 971 150, 000 160, 170 
03 Transportation of things................--...-- maa ehalnotands 1, 153 1, 600 1, 600 
04 Commumination Servioes........... 2.2.2... see eect 79, 955 83, 000 83, 000 
05 Rents and utility services_._____.._- 2s tusscuaigaii ahd rn. ipeletiaeee 178, 362 179, 000 22, 630 
06- Printing and reproduction .._................-...--.....-- 39, 553 87, 000 87, 000 
07 ‘Other contractual services... .............-..........-.... 10, 692 14, 400 14, 400 
a I IE II iii ocd dc cipeaineatnloniewtbuned 69, 895 75, 000 75, 000 
Oe Shrek. co dane cho seaconkp ceucucdiacensmannin 3, 419 25, 000 25, 000 
re Cs I. 22 oes och ee 5, 873, 450 6, 080, 000 5, 924, 000 

REIMBURSABLE OBLIGATIONS 

Or ta NI 6. ok eee te on ccuedanne 9, 570 9, 570 8, 000 
ER BRIERE 3 Se ESR Oy DN One ewe Se NEI 2, 430 OO iss... ms 
Total reimbursable obligations............-...----.-.-.- 12, 000 12, 000 8, 000 
NONI a 5,885,450 | 6,092, 000 5, 932, 000 

















distinguished friends here. 


Mr. Tuomas. We have with us today the Securities and Exchange 
Commission, and we have the pleasure of seeing many of our old and 


We have the chairman, Mr. McDonald, 


Judge Bane, Mr. Lund, Mr. Yohalem, Mr. Riordan, and Mr. Hill. 

Mr. Chairman, if you have a statement for us, we will certainly be 
delighted to listen to you as long or as short as you want to make it. 
We are always glad to have you gentlemen over with us. 


McDonald. 


mission. 


GENERAL STATEMENT 


Mr. McDonatp. I have a very brief statement. 
Mr. Chairman, members of the committee, my name is Harry A. 


I am Chairman of the Securities and Exchange Com- 
I have with me several key members of our staff who are 


ready to help you with any detailed questions you may have about 


our budget estimate for 1952. 


these opening remarks to stress several very vital points. 


DECREASE IN 1952 REQUEST 


The 1951 appropriation for the SEC is $6,230,000. 


With your indulgence I would like in 


The estimate 


for 1952 is $5,924,000—representing a net decrease of $306,000. 
That decrease is made possible largely because of the fact that 


the GSA has recently taken over the rental expenses of the Com- 
mission and because of the elimination of a reserve of $150,000. That 


reserve was established by us at the request of the Bureau of the 
Budget and it was in effect a cut in the budget of last year. 


There 





ina iie it- hn inane, 





mate 


1, 050 


6, 200 


will be a small cut in salary obligations, but we expect our total 
employment to remain rather constant. 

In the past 10 years the SEC has suffered a material cut in its staff. 
It has gone from an employment of 1,700 to its present 1,050—a drop 
of almost 40 percent. But there has been no corresponding drop in the 
importance of the work of the Commission or in its contribution to 
the welfare of our investors and the soundness of our financial markets. 

In fact, in recent years financial activity has reached unprecedented 
levels and the calls on the Commission to keep pace with this activity 
have gone up correspondingly. Yet we are trying to respond to those 
calls with a much smaller staff than we had before Pearl Harbor. 
Through the years the Commission has been rendering an ever- 
increasing service with a decreasing staff. d 

Since we operate under seven separate pieces of legislation it is 
only natural that there should be shifts in emphasis in our work. 
For example, we are near completion of our program of original cost 
surveys of public utility companies under our jurisdiction whose prop- 
erty accounts are not otherwise reviewed by State or Federal Govern- 
— We can, therefore, give up the 10 positions reserved for that 
job. 


EXAMINATION OF BROKERS AND DEALERS REGISTERED WITH THE 
COMMISSION 


But that does not mean that we can sacrifice 10 positions from the 
agency as a whole. ‘Those positions are badly needed in the field 
to supplement the present staff engaged in the examination of brokers 


and dealers. 

Let me dwell on that for a moment. There are about 4,000 over- 
the-counter brokers and dealers registered with our Commission. 
Within a sample period of 3 months in 1949 it was estimated that these 
brokers and dealers sold about $915 billion of securities (corporate and 
government taken together) in the over-the-counter market. This 
means roughly $35 billion of trading in a year—and at present levels 
it is probably much more than that. 

These brokers and dealers carry securities and funds belonging to 
customers. ‘They trade for and with customers—often in securities 
which have no public record of actual transaction prices that can be 
checked by their customers. There are rules prescribed by the SEC 
which are intended to assure a minimum financial capital cushion for 
these firms; which are designed to avoid secret profits, and to prevent 
the charging of excessive prices bearing no reasonable relation to the 
market; to prevent fraud, manipulation, and overreaching. 

Those rules are not just technical requirements. ‘They are basic to 
the safety of investors and the integrity of our markets. When we 
talk in broad terms of ‘‘protecting the investor’? we mean specifically, 
to a great extent, making sure that these rules are being obeyed. The 
only way to be sure that they are being obeyed is to examine the books 
and records of the firms. That is as important as a corporate audit 
or a bank examination. 

In our 1950 fiscal year we were able to raise the number of such 
routine examinations up to about 900, as against 770 for the prior 
year. But even at that rate we cannot visit each registered firm more 
than an average of once every 4 years. 
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The estimate for 1952 would add 13 professionals to our region:| 
offices. That is the barest minimum which we should have. In my 
view the SEC should be able to visit the brokers and dealers in t!i 
country more often than we do. At the least we need 128 people to 
do this work in the inspection field. That hope is probably beyou! 
the horizon; but I think it important that we bring the need for this 
work constantly to the attention of the Congress. Recently I looke« 
through the figures I had prepared for this committee in connection 
with our appearance last year. I would like to repeat those figures 
because they make my point more than words can. In our 1950 
fiscal year we had made 900 regular inspections of broker-dealer firms 
In 165 cases there were violations of the margin rules. In 56 cases 
there was improper use or handling of customers’ securities. We dis- 
covered that 15 firms had taken secret profits from their customers, 
59 firms presented serious question with regard to the Commission's 
requirements respecting their financial security, and 274 firms took 
high spreads (that is excessive profits) in dealing with their customers. 

Often these cases can be adequately handled by education and 
admonition. But we have got to know where to educate, where to 
warn, and where to have disciplinary proceedings. And it is obvious 
that even if our staff were doubled we still could not do the necessary 
job of inspection. 

But whatever we can do in that direction will help make the protec- 


tion of the laws we administer a living reality for the American 
investor. 


ANTICIPATED DECLINE IN PUBLIC UTILITIES WORKLOAD 


The committee will note from the bound volume of justifications of 
our 1952 budget estimates that it is proposed to decrease the positions 
in our Division of Public Utilities by 17. Ten of these positions are 
attributable to the original cost studies on which I have already 
commented. The remainder of these positions, all professional, are 
in the groups of the Division which carry on its regular work. | 
have been a strong advocate of economy within the Commission 
when and wherever possible. I think that we will be able to absor! 
this decrease without an essential sacrifice of efficiency. But it will 
have to be done by a proportionate increase in output by the remain- 
ing people of the Division. 

Let me explain that. As you gentlemen know, one of the major 
policies of the Public Utility Holding Company Act (for which this 
Division is responsible) is the geographical integration and corporate 
simplification of holding company systems. In the course of that 
program many companies, controlling about $10 billion of assets, 
have left the jurisdiction of the SEC. 

The decrease in the staff of the Division is in anticipation of a 
declining workload. But it is, at present, only anticipation. In 
terms of actual numbers of cases handled, in terms of the actual work 
load of that Division, there has been little change in the past 5 years 
and, in fact, in many important categories the workload has increased. 
At the end of our 1950 fiscal year we had more cases pending involving 
acquisitions of properties and securities than we had in 1945. We had 
more cases pending involving sales of property and portfolio securities 
than we had in 1945. A recapitulation of our workload under sections 


PSs ry ace Be Sa 





% 
ey 


at 































pala a atatbescrte icin Siu tenn 













































ribioui re 





ies 







asa 





TAL a noe 


pees Sinan 


devin 
As 


eres 


¥ 


pai 


BAe: 





NN Reg ag 





ae 
b 
















709 


of the act principally reflecting integration and simplification shows 
that that load has maintained fairly even keel since 1945. At the 
end of 1945 the total number of such cases pending was 246. At the 
end of 1950 it was 239—higher than it was at the end of 1947 or the 
end of 1948. 

The enormous development of our public-utility industry has 
involved a great growth in financial activity. During our 1950 fiscal 
year we had to process, under the standards of the act, 184 issues of 
securities with an aggregate sales value of about $1,100,000,000. In 
1949 the total amount so processed was less than $1 billion although 
it was spread over a somewhat larger number of issues. 

In spite of the fact that the work of that Division, in all segments, 
has maintained an even keel since 1945 the work of the Division has 
been done with ever fewer people. In 1945 about 172 man-years were 
devoted to that Division’s work and about 129 man-years were so 
devoted in 1950—a decrease of about 30 percent. 

I do not look for phenomenal decline in the workload. I have been 
talking in terms of numbers of cases. These, as I have shown, have 
not changed much in the past years. But the fact is that the Com- 
mission is, like everybody else, anxious to do the easy things first. 
There remain tough nuts to crack, and as time goes on the amount of 
labor it takes to handle a smaller number of cases becomes increasingly 
greater. It is natural that we should leave complex and more difficult 
problems for the last. 

To a large extent the Commission’s workload is beyond its control. 
For example in reviewing registration statements relating to new 
financing, or processing proxy statements relating to corporate 
meetings the workload cannot be put off. We must have the facilities 
on tap to meet the load as it comes, and the work must be done 
expeditiously in order to avoid undue interference with financing and 
other programs. 

We have made excellent progress in that direction. In spite of the 
fact that registered public offerings in our 1949 and 1950 fiscal years 
were about the same—5% billion dollars—we managed to help cut the 
median time elapsed in registration from 22% days to 21 days. Com- 
pare this with 30% days in 1947 and you can see the improvement. 

But thoroughness is every bit as important as speed. It is the 
investor whom we are supposed to protect. We do not serve him by 
slipshod review of these statements and I would like to see the maxi- 
mum energy of our staff devoted to a careful review. They can’t do 
that without adequate stenographic help. Our Division of Corpo- 
ration Finance needs at least 12 additional stenographic positions as 
well as additional attorneys and examiners. We are asking for only 
11 stenographic positions. If we are going to get our money’s worth 
out of our professionals those additional stenographic positions must 
be allowed. 

Gentlemen, I have tried to hit only a few high points. My staff is 
here to help you with the details. Let me stress again that this low- 
ered budget estimate will do little more than keep us on an even keel. 
Ultimately the question you must decide is what value our people are 
getting for Government money spent. We can keep our chins up on 
that score. Every dollar saved for investors because of a sound ad- 
ministration of our securities laws is a dollar that finds its way into 
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legitimate enterprise. It is a dollar that yields legitimate return to 
the investor and helps to build a strong America. 


" _ That is our job—to help public funds flow into legitimate and crea- 
Bo tive investment. Weneed the means to do that job and we hope that 
of you gentlemen will help to provide them. 


Thank you, Mr. Chairman. 

Mr. Tuomas. That is a very fine statement, Mr. Chairman, and 
we are grateful to you for it. 

We will insert at this point in the record the first page of the 
justifications. 





hy I might say in that regard that the Commission’s work is broken 
ae down into three big functions and there are a good many laws under 
ia which each function operates. 

B 


Bi Activity No. 1 is the Division of Corporation Finance; then there 

A is the Division of Trading and Exchanges; then the Division of 

a Public Utilities. 

e Your workload springs from those three big divisions, and under 
them will come other acts that they administer. 

(The matter above referred to is as follows:) 



















SuMMARY OF 1952 EsTIMATE 


AMOUNT OF ESTIMATE 
The Securities and Exchange Commission is requesting an appropriation of 


$5,924,000 for the fiscal year 1952. This is $306,000 below the appropriation of 
$6,230,000 for the current fiscal year 





SUMMARIZATION OF ESTIMATE 

The budget estimate of $5,924,000 represents the net allowanee after (a) de- 
ducting the cost of rents and utilities services for regional offices ($156,370) which 

Hi will be pafd by the General Services Administration in fiscal 1952; (b) the elimina- 

Bd tion of 17 positions, representing savings of $112,195, because of the partial com- 

a34 pletion of some of the work under the Publie U tility Holding Company Act of 
1935; (c) the elimination of 4 clerical positions ($10,600) because of the partial 
completion of a records-disposal program commenced in the current fiscal year; 
(d) savings of $150,000 in fiscal 1951 which is not to be reappropriated in fiscal 
1952; (e) increases totaling $123,165 for 11 stenographers in the examining groups 
of the Division of Corporation Finance, 3 positions in the Division of Trading 
and Exchanges for improvements in the joint study with the Department of Com- 
merce of plant and equipment expenditures by major industrial groups, 13 addi- 
tional positions in regional offices for the inspection of the books and records of 
broker-dealer firms and funds ($10,170) for their traveling expenses; and (f) 
$22,000 for 1 day’s pay in excess of the 52-week base of 260 days. There are 261 
pay-status days in fisea] 1952. 




















Mr. Tuomas. At this point we will insert page 107, giving the gen- 
eral financial picture. It shows for the fiscal year 1952 you request 
1,085 employees as against 1,079 for 1951, making an increase of 6. 
That is broken down between the field and the department. For 1951 
you had in the department 735 employees, and you want 728 for 1952. 
aoe 1951 in the field offices you had 344 employees, and you request 

357 for 1952. The total cost for salaries for 1951 is $5,465,000 as 
against $5,455,200 requested for 1952. This does not include other 
objects, which we will go into later. 

(The matter above referred to is as follows:) 
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1950-52 


Positions and salary costs, by divisions and offices, for the fiscal years 1950 and 1951 
as compared with the estimated costs for fiscal 1952 


PERSONAL SERVICES, 





| 1951 estimated 


1950 actual 


1952 estimated 


| 





Activity cca 7 
ota. 
salary 


Total 
salary 


Total 
salary 


Num- | 
ber 


5 | 
Num- | 
ber 


Num- | 
| ber 





— 





$1, 237, 340 
699, 477 
592, 840 


7 , 562 


| 


201 | $1, 205,715 | 
141 | 687, 952 
114 705, 035 | 
158 | 484, 162 
23 | 169, 492 


71 
‘ 


198 
139 | 
128 | 
157 
22 | 
7 | 
3 | 


Corporation finance 
Trading and exchanges 
Public utilities ne ay sia 
Administrative services.....___- 
Executive staff 
Secretary - -.- 
Hearing examiners__- 
General counsel. __-_.--- 
Chief accountant. _ _- 
Opinion writing 
Personnel a : ‘ 
Budget and finmance_-....-........-- 


$1, 151, 205 
659, 025 
770, 780 
469, 526 
161, 802 

30, 215 
95, SSO 
187, 685 
37, 360 

, 855 
55, 215 
, 920 


212 
144 
97 
154 | 
23 | 





34 
11 
18 
13 | 
13 | 


760, 468 
50, 735 | 


3, 794, 
1, 870, 13: 


735 
344 | 


748 | 
334 
ores 
|1, O82 
% 


4,551 


Subtotal, departmental ; 
nee 1, 940, 335 


Field offices_____- 


Total permanent, 
and field 
Deduct lapses...............- 


203 | 1,079 | 5,664,331 
9, 790 29 | 194, 761 


5, 654, 886 





19.9 | 
Net permanent, departmental and 
field (average number, net salary) _| 
Regular pay in excess of 52-week base. bi 
Overtime and holiday pay- 


1,062.1 | 5,361,413 | 1,050 | 

| 20, 000 | 

"7 4,607 |_- 

5, 386, 020 | 
9,570 |__- 


5, 469, 570 5, 436, 200 
22, 000 


5, 000 


All personal services. __- --|-- 
Reimbursement for services performed _. 





5, 468, 200 
8, 000 


5, 455, 200 


6,474, 570 bd 
570 j.... 


Total personal services___--- REE SST: | sate aah | 5, 376, 450 |---- me 


5, 465,000 | 
' 








Mr. Tomas. It might not be amiss at this point also to insert 
pages 2 and 3. 


(The matter above referred to is as follows:) 


Summary of decreases and increases, 1952 
36, 2 239, 000 


1951fappropriation 


Decreases for 1952: 

Transfer of the cost of rents and utilities services to the Gen- 
eral Services Administration (Reorganization Plan No. 18) 

Partial completion of some of the work under the Public Utility 
Holding Company Act of 1935_- 

Partial completion of records disposal program, Division of Ad- 
ministrative Services __ : tere s 

Estimated savings in fiseal 1951 effected by direction of the 
Bureau of the Budget under sec. 1214 of the General Appro- 
priation Act, 1951, not to be reappropriated for 1952_ - 


370 
195 


, 600 


150, 


165 


000 


Subtotal, decreases 


5, 800, 


835 


Base for 1952 
Increases for 1952: 
Examination of documents (Division of Corporation Finance) 
Joint program with the Department of Commerce, Divi ion of 


300 


Trading and Exchanges- 
Broker-dealer inspections, regional offices. 
Pay in excess of 52-week base_-_____- rere : 
Travel expense for additional broker-dealer inspectors. - 


Subtotal, increases__ 


Amount of 1952 budget 


R ', 220 
~475 

22, 000 
, 170 


165 


5, 924, 000 
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SEC ACTIVITIES 


There have been no changes since last year in the activities under the per- 
formance budget. They are: 


. Regulation of the public sale of securities. 

. Regulation of securities markets. 

. Regulation of public-utility holding companies. 

. Regulation of investment companies. 

Assistance to courts in reorganization of bankrupt corporations. 
. Publication of corporate statistics. 

8, 9. Executive, staff, administrative services. 


NOuo, who 


PRESENTATION OF JUSTIFICATIONS ALONG ORGANIZATIONAL LINES 


The budgetary requirements of the Commission can be better explained and 
justified more clearly and accurately on the basis of the organizational arrange- 
ment because the work is assigned on that basis and the day-to-day operations 
are conducted through these organizational segments. Therefore, the textual 
justifications which follow are presented in this manner. 


LAWS ADMINISTERED BY THE COMMISSION 


The Securities and Exchange Commission administers— 

The Securities Act of 1933, as amended (15 U. 8. C. 77a-77aa); the Trust 
Indenture Act of 1939 (15 U. 8S. C. 77aaa-77bbbb) ; the Securities Exchange 
Act of 1934, as amended (15 U. 8. C. 78a—77jj); the Publie Utility Holding 
Company Act of 1934 (15 U. 8. C. 79-70z—6); the Investment Company 
Act of 1940 (15 U. S. C. 80a—52); the Investment Advisers Act of 1940 (15 
U.S. C. 89b1-—80b21) ; and certain provisions of chapter X of the Bankruptcy 
Act, as amended (11 U. 8. C. 501-676). 


ORGANIZATION 

The Commission’s organization consists of three operating divisions: the execu- 
tive and staff offices, the Division of Administrative Services, and 10 regional 
offices. 


Division oF CorPoORATION FINANCE 


Mr. Tuomas. We will take a look at the Division of Corporation 
Finance. In that regard, we will insert in the record page 5. 
(The matter above referred to is as follows:) 


Group No. 1. Division or CORPORATION FINANCE 
FUNCTIONS 


The Division of Corporation Finance is responsible for examination of and 
appropriate action on a variety of documents filed with the Commission in con- 
nection with— 

The registration of securities for public sale under the Securities Act of 
1933; 


The qualification of indentures and indenture trustees under the Trust 
Indenture Act of 1939; 

The registration and regulation of companies under the Investment 
Company Act of 1940; and 

The registration of securities listed on national securities exchanges, and 
annual and current reports, proxy-soliciting material, and ownership and 
transactions reports of officers, directors, and principal holders of equity 
securities filed under the Securities Exchange Act of 1934. 

Also, certain material filed by registered public-utility holding companies, 
relating to the issuance of securities, is examined in this Division. The documents 
are indentures required to meet the standards imposed by the Trust Indenture 
Act of 1939; ownership and transactions reports of officers and directors of regis- 
tered public-utility holding companies and their subsidiaries; and proxy-soliciting 
material other than that relating to a plan of reorganization. In addit'on, inter- 
pretative functions related to the above matters are performed. 
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Mr. Tuomas. The Division of Corporation Finance administers 
the registration of securities for public sale under the Securities Act 
of 1933, the qualification of indentures under the Trust Indenture Act 
of 1939, the registration and regulation of companies under the 
Investment Company Act of 1940. 

That division wants a total of 212 employees for 1952 against 201 
for 1951. You are asking for 11 additional stenographic places. 

It might be well to insert pages 9 and 10 at this point. 

(The matter above referred to is as follows:) 


Five YEAR Work VoLUME REGULATION OF PuBLIc SALE OF SECURITIES 


The following data is presented to indicate the work volume for the 5 year 
period from July 1, 1946 to June 30, 1950, for work incident to the ‘‘Regulation 
of Publie Sale of Securities” which is performed in the Division of Corporation 
Finance. 


Securities Act of 19383—Number of regisiration statements filed, disposed of, and 
pending, and aggregate dollar amount of securities as filed, for the fiscal years 
1946 to 1950, inclusive 





Number of registration statements 
SR orca ee |) | Aggregate dol- 


Disposed | Pending a 


during of dur- at end 
ing year | of year 


Fiscal year ended June 30 Pending | pijeq 

at be- 
ginning 
of year 


83 695 140 | $7, 402, 021, 349 
140 5 575 132 6, 934, 388, 303 
132 518 63 6, 149, 704, 287 

63 460 58 5, 124, 439, 119 

58 | 509 45 5, 220, 653, 010 


Trust Indenture Act of 1939—Number of indentures for qualification filed, disposed 
of, and pending, and aggregate dollar amount of securities covered by indentures 
filed for the fiscal years 1946 to 1950, inclusive 





























Pending | piteq 


Disposed | Pending | Aggregate dol- 
during of dur- at end lar amount 
year ing year | of year as filed 


at be- 
ginning 
of year 


132 141 13 | $2, 837, 938, 958 
108 106 15 2, 691, 970, 861 
121 129 7 2, 554, 029, 380 
127 125 9 2, 605, 823, 365 

96 101 4 1, 741, 775, 670 


Fiseal year ended June 30 























Securities Exchange Act of 1934 


APPLICATIONS FOR REGISTRATION OF SECURITIES ON NATIONAL SECURITIES 
EXCHANGES 





Pending at : ey ee 

: : P sap Filed during | Disposed of | Pending at 

Fiscal year ended June 30 beginning ea oo : 
of year year during year | end of year 





87 825 
218 673 
132 557 
106 561 
105 644 











ANNUAL REPORTS (UNDER SECS. 13 AND 15 (D)) 





4, 324 | 46 | 
5, 542 | 
6, 619 
5,992 | 
4, 785 | 
G SIR OM 
CURRENT REPORTS 











; 

745 | 
2, 889 

3, 876 | 

3, 908 | F 

3, 507 | 10, 645 











Division or TRADING AND EXCHANGES 


Mr. Tuomas. We will also insert page 20, dealing with the Division 
of Trading and Exchanges. 
(The matter above referred to is as follows:) 


Group No. 2.—Drivision or TRADING AND EXCHANGES 
FUNCTIONS 


The Division of Trading and Exchanges is responsible for administering the 
provisions of law relating to the registration of brokers and dealers, associations 
of securities dealers, investment advisers, and national stock exchanges; the detec- 
tion and prevention of illegal or fraudulent trading practices or market manipula- 
tion on both the exchange and over-the-counter markets; the compilation and 
analysis of financial statistics contained in filings made with the Commission; and 
supervision over the enforcement activities of the Commission’s Regional Offices 
to ensure uniform treatment of all investigations conducted into matters indi- 
cating violations of the Securities laws. 


CURRENT ALLOCATION OF POSITIONS 
The allocation of positions for the current year are as follows: 


Current positions— Division of Trading and Exchanges 





| 1951 positions 





Branch 


l 
| Technical | Clerical Total 





i 
Director, Associate Director and staff officers._.........._.-- 
Branch of Enforcement and Interpretation_-____- 
Branch of Over-the-Counter Markets ‘ : 
Branch of Trading Practices and Exchange Markets.__..........-_- 
Branch of Industry and Financial Analysis 





| REELS ee eye ee See 
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Mr. Tuomas. In 1951 you had 141 positions. How many do you 
seek for that Division in 1952? 

Mr. Riorpan. We are asking for an increase of three, making a 
total of 144. 

Mr. Tuomas. The activities there are the Branch of Enforcement 
and Interpretation, where you have 31 people; Over-the-Counter Mar- 
kets, where you have 32; Branch of Trading Practices and Exchange 
Markets, where you wii 30; Section of Operational Statistics, 23: 
and Section of Financial Analysis, 17, making a total of 144 for 1952 
as against 141 for 1951. You want three additional. 


Division oF Pusuic UTILiries 


Mr. Tuomas. We will also insert at this point page 43, having to 
- “eo Reg Ae EL os ; ae 
do with the Division of Public Utilities. The main activities of that 
Division are under the Holding Company Act of 1935. 
(The matter above referred to is as follows: ) 


Group No. 3.—Drvision or Pusuic UTILITIES 
FUNCTIONS 


The Division of Public Utilities assists the Commission in the administration 
of the Public Utility Holding Company Act of 1935. The jurisdiction of this 
statute embraces public utility holding company system which are engaged in 
interstate commerce in the electric utility business or in the retail distribution 
of natural or manufactured gas. 

In November 1949, the Commission’s activities under chapter X of the Na- 
tional Bankruptcy Act were transferred from the Division of Corporation Finance 
to the Division of Public Utilities. Pending cases under chapter X were dis- 
tributed among the examining sections of the latter division and the work has 
progressed satisfactorily and without interruption. The change was accom- 
plished, moreover, with no more than minor shifts in personnel. The special 
adviser on chapter X, his secretary and one file clerk were the only employees 
transferred from the Division of Corporation Finance to this Division. 


Activities UNDER THE HotpIna Company Act 
REGULATORY PROVISIONS 


Fundamentally, the regulatory provisions of the Holding Company Act fall 
into two basie categories: General supervision of the financial and other opera- 
tions of holding-company systems with particular emphasis upon transactions 
between associate companies in the same system; and the geographical integration 
and the financial and corporate simplification of holding-company systems. In 
past years, the latter category has accounted for the major portion of the Division’s 
total workload. 


Mr. Tuomas. I notice you have taken a reduction in your personnel 
for that division this year. 

Mr. Rrorpan. That is correct. There are 17 positions less in 1952. 
In 1951 they had been allocated 114 positions, and in 1952 the alloca- 
tion is 97. 

REGISTRATION OF HOLDING COMPANIES 


Mr. Tuomas. What is the number of cases you have pending under 
the main part of your act—the Holding Company Act? 

Mr. YouateEm. Section 11 is the principal portion of the act. 

Mr. THomas. How many holding companies did you have to 
register? 

Mr. Youatrem. There are still 46 registered holding-company 
systems. 
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Mr. Tromas. You disposed of 46. What was the total number 
back in 1935 when the act was passed? 

Mr. Youatem. Seventy-two, as I recall it. There were 72 sepa- 
rate systems. 

Mr. TxHomas. Oh, it was more than that. 

Mr. YouaLem. There were many more companies than that. I am 
talking about holding-company systems. 

Mr. Tuomas. How many units were under the holding companies; 
what was the total? 

Mr. YouALEM. Seventy-two. 

Mr. THomas. There were 72 holding companies? 

Mr. Youa.em. It is not too helpful, I think, to use 1935, because 
it was not until 1938, after the litigation contesting the constitu- 
tionality of the registration provisions of the act, that most systems 
registered. My recollection, in rough figures, is that there were 
about 2,200 companies subject to the jurisdiction of the Commission 
when the program started. There are roughly 500 companies now 
subject to jurisdiction. 

Mr. Tuomas. We want to commend you for reducing your division, 
but we are just wondering if, by virtue of the fact that about 85 per- 
cent of the original case load is behind you, you cannot reduce this 
still further and keep your good technical men with you. 

Mr. Youauem. You raised the same question last year. 

Mr. Tuomas. Certainly it was not the intent of Congress when 
they passed the Holding Company Act that it was going to drag on 
for the next 50 years. 

Mr. Youautem. No, sir. 

Mr. Tuomas. You had a job to do, and the quicker you could 
do that part of it the better. Of course, the other activities are 
something else. 

Mr. Youatem. That is one of the points I want to make, that 
certain activities under the act will continue when the section 11 
part of the job is done. I have statistics to show you what has hap- 
pened to the workload, and I had these prepared last year, too. I 
felt you might feel somewhat skeptical if I gave you the annual 
figures as of June 30; so I have had the figures made up for the 6 
months just passed. 

Mr. Tuomas. We are not going to be skeptical about anything you 
say. We may say you are in honest error. 


WORKLOAD OF FINANCING CASES 


Mr. Youauem. For the 6 months ending December 31 just passed, 
I have the figures, and the amazing thing is this: Take cases like 
financing cases. The declarations under sections 6 and 7 of the act, 
in the whole of fiscal 1950, there were 337 applications disposed of 
during that year. For the 6 months ended December 31, 1950, we 
disposed of 185. So it is plain to see that the workload in the 6 
months just past has been at a higher rate than for the whole of the 
fiscal year 1950. That is because of what the chairman pointed out, 
because the heart of the industrial machine is the power field; there- 
fore, the electric-utility industry is expanding at a terrific rate. 

Mr. Tuomas. In the calendar year around 7.75 million kilowatts? 
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Mr. Youatem. That is right. Construction is going on at an 
incredible pace and has to be financed. 

I might also say the problems of financing them have become a little 
more difficult than they were heretofore, because many of the compa- 
nies are fearful that they are financing only for the war boom. They 
are worried about what is going to happen after the war, and often 
they are very reluctant to finance those things conservatively, to 
finance them with common equity rather than debt. Therefore, it 
becomes increasingly important on our side of the table to see to it 
that the expansion is conservatively financed so that if perchance the 
managements are correct that there is going to be a substantial 
contraction in business at some early date, they will not be in financial 
difficulties because of that. 

So that, while we may become more expert in our job as time 
passes, the job becomes more difficult today. It takes time, effort, 
and talent; and we are doing the best we can. 

Mr. Tuomas. Well, I think you have done an outstanding job. 


StaFF FuNcTIONS 
PERSONNEL DIVISION 


You have eight people engaged in personnel work. You get right 
up to the wire there. You have two employees part-time on leave 
record keeping and part-time on personnel work. You are a little 
over the wire. You have 10. I do not know about the investigator. 
We had better charge him to you. So the workload there, instead 
of being 1 to 125, is about what? 

Mr. Rrorpan. The investigator and nurse are not charged against 
the personnel ratio under the standard set up; neither is the leave 
recordkeeping. According to the standard, we have 8 employees 


engaged on personnel work, which gives a ratio of 1 to 130. I think 
the approved ratio is 1 to 115. 


DIVISION OF BUDGET AND FINANCE 


Mr. Tuomas. What about the 13 employees in the budget activities? 

Mr. Riorpan. ‘they prepare budget estimates, perform all of the 
fiscal work of the Commission, prepare the payrolls, and so forth. We 
account for $1,000,000 in fees a year and we have much bookkeeping 
work. 

Mr. Tuomas. $1,000,000 or $800,000? 

Mr. Rrorpan. $800,000. I was a little high. 

Mr. Tuomas. Is your figure of 13 proportionately high? 

Mr. Rrorpan. No, sir; I think it is very low. I believe we perform 
our budget and fiscal work about as economically as we can possibly 
do it. 

DIVISION OF ADMINISTRATIVE SERVICES 


Mr. Tuomas. Let us take a look at the administrative setup on 
page 85. You have a Records Management Section; you have Docket, 
Mail, and Files; you have Organization end Functions. I do not know 
what Organization and Functions is doing here; do you? 

Mr. Rrorpan. I do not understand that. We have Ree rds Man- 
agement; Docket, Mail, and Files; and Public Refercnce Sections. 
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Then we have a Branch of Service, which is divided into the Section 
of Duplicating, the Section of Machine Tabulation, the Section for 
GPO Printing, the Library Section, the Drafting Section, and the 
Service Section. 

Mr. Tuomas. They total 154 for 1952 as against 158 for 1951. 

Mr. Riorpan. Yes, sir. ’ 

Mr. Tuomas. You have more than one-seventh of the employees 
doing household activities. 

Mr. Riorpan. If you combine the office of the secretary of the 
Commission, budget and fiscal work, personnel activities, and admin- 
istrative services, | would say one-seventh is about right. 

Mr. McDonatp. Of course, we have to maintain our records. 

Mr. Tuomas. It is a little high. 

Mr. Riorpan. That is because we have in our section of docket, 
mail, and files 67 people who maintain the formal docket files, take 
care of about 30,000 pieces of mail a month, and serve the public and 
the divisions in locating dockets which are always moving. They have 
to charge them in and charge them out. They are hardly ever 
stationary. 

Another reason is the Duplicating Section, which has 30 people. 

Mr. Tuomas. One mimeograph operator can turn out a lot of work. 

Mr. Rrorpan. We do a lot of work with our mimeograph machines. 

Mr. Tuomas. You can really flood a lot of people with 30 people on 
mimeographing. 

Mr. Riorpan. We not only have to mimeograph, but we furnish 
the public with photostatic copies of documents in our files—regis- 
tration statements of corporations—and we use multilith machines, 
with the permission of the Joint Committee on Printing, for other 
work. 

REGIONAL OFFICES 


Mr. Tuomas. We will insert page 90 in the record at this point, 
dealing with regional offices. 
(The matter above referred to is as follows:) 


Group No. 7. REGIONAL OFFICES 
ASSIGNMENT OF FIELD STAFF TO REGIONS 
The field staff of the Commission is assigned to 10 regions, each of which covers 


a specific geographic area. The cities in which regional offices are located are 
indicated in the first column of the table appearing on this page. 


POSITIONS AND SALARY COSTS, REGIONAL OFFICES 


The positions in each region and other data with respect to employment in the 
fiscal year 1950, the allocations for 1951, and the estimated requirements for 1952 
are shown in the table appearing next: 
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Regional offices—Positions and costs 








| 
| Allotments, fiscal Estimated, fiscal 


Actual, fiscal year 
1950 | year 1951 year 1952 


Regional office 


| Num- Num- 
Cost | ber Cost | ber | Cost 





} | | | 

New York__. ia ea ac puineites 3 | $702,945 | 136 $742, 440 | y | 774, 840 
Boston aD Ce pe oe 60, 240 ll | 51, 750 | y | 57, 150 
Atlanta ta t a a 67,985 | 13 72, 595 ’ 2, 595 
Cleveland __-..---.-- oe COR eS oe 135, 450 5 5,865) : | 51, 265 
Chicago : . jaa 5: 275.920; 58 309,000 | 62 330, 600 
Fort Worth___. Phee tos 90, 635 | ¢ 97, . 3, 085 
Denver -_.. ES We 98, 460 ¢ 345 | ( 7, 345 
San Francisco. Bes eS 183.965 | 3k 9, |} 36 89, 390 
Seattle ron fi +f! g | 72, 280 f . fl f | 7, 060 
Washington, D. C___........--- ae , 855 | : 57, a 47, 005 

Total permanent, field bits : , 750, 735 | é 1,870,135 | 35 | 1,940,335 
Deduct lapses___.- ; oni oecead .3 | 47, 753 . 65, § 5 | 77,185 


Net permanent, field weak 328.7} 1,702,982) 336.5 1, 804, 15 346. § 150 
Pay in excess of 52-week base hls Fe tae 6, 500 | . 000 
Overtime pay -. “s ey a et Sika 23 : acannon! 1, 000 


Total, personal services, field. _.._.-|__..- -| 1,709, 505 --«.| 1,805, 154 


Mr. Tomas. This is your field set-up. You have regional offices 
in New York, Boston, Atlanta, Cleveland, Chicago, Fort Worth, 
Denver, San Francisco, Seattle, and Washington, D. C. 


FIELD EMPLOYMENT 1951-1952 


You have 344 in the field in 1951, and you request 357 for 1952. 
This is the group that really gets out and carries the food and water, 
in the field offices. 

Mr. Rrorpan. Yes. 

Mr. Tuomas. That is where you make the inspections? 

Mr. Rirorpan. Yes, sir; inspections and investigations of alleged 
violations of the securities laws. They also appear in court and do 
other work in cases arising under chapter X of the Bankruptcy Act. 


WORKLOAD OF FIELD OFFICES 


Mr. Tuomas. It might be well at this point to insert pages 92 and 
93 in the record, showing some of the workload of the field offices. 

(The matter above referred to is as follows:) 

1. The inspection of the books and records of broker-dealers; 

2. Investigations of fraud in the sale or purchase of securities and of illegal trading 
practices; 

3. Receipt, examination, investigation, and other action on filings under the 
Commission’s Regulation A; and 

4. Participation in court proceedings under chapter X of the Bankruptey Act; 


WORK VOLUME 
The following tables indicate in summary fashion the volume of work in the 


regional offices for the last 5 years under the four general categories mentioned 
above. 


80203—51—pt. 1-46 











Broke-- 
deale™ in- 
spections 

made 


Investiga- 
tions pend- 
ing at end 


Regula- 
tion A 
filings 

received 


Chapter X 
cases pend - 
ing at end 
of year 


241 356 


419 














ee 
Fort Worth 
yee 























OrTHER OBLIGATIONS 


TRAVEL 


The 


Mr. Tuomas. We will now look at your other obligations. 
travel expense for 1951 is $152,430, and that is increased in 1952 to 


$160,170. I notice in your justification for travel expense you say: 


It was necessary that travel be severely curtailed to effect savings necessary to 
partially offset an appropriation cut of $220,000. It is eee that normal 
travel will be resumed in the 1951 fiscal vear and the amount of $160,170 requested 
in the 1952 fiscal year will enable the Commission to continue the current year 
normal travel and in addition provide for the travel occasioned by the greater 
number of broker-dealer inspections proposed to be made. 


That does not give us much information. How many people do you 


have in a travel status? Where'do they go and why? What part of 
it is allocated to the field and what part to the central office? 





0 
0 
l 
2 
2 
l 
l 
3 
2 
2 
3 
3 
2 
2 
l 
3 


~—~ 


wee ee 
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Mr. Riorpan. About 70 percent of all travel is performed by the 
staff of the regional offices in conducting broker-dealer inspections and 
fraud investigations. I would say of the 344 people in the field, 
approximately 200 are subject to travel from time to time. The staff 
of the central office spends the other 30 percent of our travel money. 
That is confined usually to the operating divisions—very little by the 
Public Utility Division. 


COMMUNICATION SERVICES 


Mr. Tuomas. Communication services remains the same in 1952 
as it was in 1951, namely, $83,000. 

We will insert page 110 in the record at this point. 

(The matter above referred to is as follows: ) 


COMMUNICATION SERVICES 


The sum of $83,000 is requested for communication services, which includes 
(a) telegraph service; (b) local and long-distance telephone service; (c) postage 
stamps; and (d) ticker and teletypewriter services. The itemization of the e costs 
by fiscal year is: 





Actual ex- Estimated Estimated 
Item penditures obligations | requirements 
for 1950 for 1951 for 1952 





(a) Telegraph service 736 $735 $735 
(6) Local telephone service ____..........-..--.-- 52, 698 55, 740 55, 740 

Long distance telephone service. - ots ‘ 13, 810 13, 860 13, 860 
(ec) Postage stamps. -_---_- ; 4, 763 4, 800 4, 800 
(d) Ticker and teletypewriter service 7, 865 7. 865 





955 | 83, 000 83, 000 
| 














TELEGRAPH SERVICE 


The estimate of $735 for telegraph service for the fiscal year 1951 is based on 
the average cost of the number of messages expected to be sent by this means 
during the fiscal year. The estimate for 1952 is the same as the 1951 allocation. 


TELEPHONE SERVICE 


The estimate for local telephone service includes the cost of facilities installed 
in the headquarters office and in the various regional and branch offices. 

Mr. Tuomas. You break that down into telegraph service, $735; 
local telephone service, $55,740. I sort of flinched at that figure 
last night. Why is that? 

Mr. Riorpan. Most of it is for service in the central office here in 
Washington, the charges are pretty heavy. 

Mr. THomas. What part of that $55,000 is in Washington and what 
part in the field? 

Mr. Riorpan. I would say about $34,000 is for Washington and 
the other $21,000 is for the field. 

Mr. Tuomas. Does this pay any salaries for your telephone 
operators? 

Mr. Riorpan. No, sir. The salaries are paid by the General 
Services Administration. 

Mr. Tuomas. On what do you base that—on the number of plugs 
you have? You have your own PBX system; do you not? 
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Mr. Riorpan, We are on the Government switchboard and are 
charged proportionately for the number of lines we have—that is, 
extensions on which we can call outside. 

Mr. Tuomas. Does Public Buildings and Grounds make a contract 
and you pay the bill, or how do you work it? 

Mr. Riorpan. We pay the Public Buildings Administration. They 
arrange for all contracts and bill us monthly for it. 

Mr. Toomas. What about long-distance calls, $13,860? 

First, what is the unexpended balance as of February 1? 

Mr. Riorpan. For our communication services, we have that obli- 
gated on the books on the basis of an estimate. 

Mr. THomas. What do you mean, “obligated on the basis of an 
estimate’? You have to pay the bills every 30 days; do you not? 

Mr. Rrorpan. Yes; but we project the cost for the remainder of the 
fiscal year and carry it as an obligation so as to arrive at the total 
obligations for the year. 

Mr. Tuomas. Do not give us the projection; give us how much you 
have paid out as of February 1 this year. 

Mr. Riorpan. You want it for communications as a whole? 

Mr. Tuomas. No. I want long-distance calls. Do you have that? 

Mr. Rriorpan. For long-distance telephone service, we paid out 
$8,300.27 through last night. 

Mr. Tuomas. Can this item be reduced next year? We want to 
look pretty carefully at travel, communication services, and printing 
and binding. 

Mr. Riorpan. We always have been very strict with respect to 
long-distance telephone calls and other controllable charges. Just 
last month we made an analysis of these costs to find out who made 
calls, how long they talked, et cetera, and we talked to each person 
who held the line open for a long time, and each one had a good 
explanation for it. 

Mr. Tuomas. You do not have a recording system to take down 
the conversations; do you? 

Mr. Riorpan. No, sir. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. I notice you reduce rents and utilities by $156,000. 
You are putting that over on Brother Reynolds? 

Mr. Rrorpan. Yes, sir. He takes that. 

Mr. Tuomas. What is the remainder of that $179,000 you have 
in 1951? 

Mr. Riorpan. The remainder—in 1952 I think we have $22,000 
for rents. 

Mr. Tuomas. $22,630. 

Mr. Riorpan. That is for the rental of tabulating machines. 

Mr. THomas. IBM’s? 

Mr. Riorpan. IBM’s for a total of $21,912 and $285 for library 
services in New York and Cleveland which is supplied more econom- 
ically under contract than by our purchasing a collection for these two 
offices. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. What about the item for printing and reproduction, 
where you have jumped up from $39,000 in 1950 to $87,000 in 1951 
and request $87,000 in 1952? What are you going to print? 

Mr. Riorpan. The main item is printing the reports and decisions 
of the Commission. 

Mr. Tuomas. You have two or three printing items. 

Mr. Rriorpan. That is the largest item—the decisions of the 
Commission. 

Mr. Tuomas. You say: 

The following table shows a comparison of the actual costs for 1950 with 1951 
allotments and the 1952 estimate for all items of printing and reproduction— 
and then you show decisions and reports of the Commission. Why 
do they jump from $17,000 in 1950 to $64,000 in 1951 and remain at 
$64,000 in 1952? 

Mr. Rrorpan. In 1950 we were so hard pressed for money that we 
did not have the money to spend for printing decisions. Consequently 
there is a backlog of printing. We asked the Bureau of the Budget 
for $239,000 to bring this printing up to date next year, and they 
allowed $87,000 to continue the program on the present basis, which 
contemplates the printing of four volumes this year and four volumes 
next year. That will bring us up to decisions rendered in 1947 and 
1948, and next year the backlog will still be there. 

Mr. Tuomas. Do the lawyers comiplain if they do not get these 
decisions? 

Mr. Riorpan. Very definitely. 

Mr. THomas. How much do they sell for? 

Mr. Riorpan. I think they sell for $2 a copy. 

Mr. Tuomas. How many did they sell in 1950? 

Mr. Rrorpan. I should say about 1,200 or 1,500. 

Mr. THomas. How much profit is there in them? 

Mr. Riorpan. We pay the major charge of setting up the type. 
As I understand it, the GPO charges the agency the original cost of 
setting up the type, and so forth, and then the runs are sold to the 
public at the cost of printing the copies. 

Mr. Tuomas. Why should we still bear the expense of this? Take 
your largest figure of 1,500 copies: That is only $3,000 at $2 a copy. 
Mr. Rrorpan. That is a question of policy of the Public Printer. 
I imagine he would have to know in advance, if he was to recover full 
costs, just how many copies would be sold, and so forth. I think that 

question is a little beyond me. 

Mr. Tuomas. Why do you want $5,000 in 1952 for the Commission’s 
annual report, which is the same amount as you have in 1951? How 
many pages are there in that annual report? 

Mr. Youatem. Two hundred and thirty-two pages this year. 

Mr. Tuomas. How many copies of that do you print? 

Mr. Rrorpan. Two thousand copies. 


OTHER CONTRACTUAL SERVICES 


Mr. THomas. What about your other contractual services, $14,400? 
Mr. Riorpan. That consists of miscellaneous items, such as $500 
for cleaning services in the field offices; repairs to equipment for 
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i $1,900; and building maintenance, that is, making alterations chiefly * } 
Le in Washington, $3,700. Py 
+ Mr. Tuomas. Witness fees—why did it jump up approximately obl. 
Be $10,000 for ’51 and ’52 over ’50? oa 
Be Mr. Rrorpan. You mean witness fees? d 
oe Mr. Tuomas. No; your whole item. The witness fees there remain ) 
i. constant, $4,700. \ 
ye Mr. Riorpan. We increased from $10,692 in 1950 to $14,450 in aid 
a ’51 and the same figure in 1952. . 
Bit ; Mr. > HOMAS. What is covered in this miscellaneous expense of ok 
ee 1,700? . 
og Mr. Riorpan. Fees of United States marshals for serving subpenas : 
ae and various other small costs that are not chargeable elsewhere. : 
ae They are all minor items. : 
a8 Mr. Tuomas. There is building maintenance here of $3,700. nwt 
Ad) You are going to let Brother Reyolds have that this year? ; 
ee Mr. Riorpan. They charge us for everything we ask to have done. 
ei Mr. Tomas. Are all of these all you can get out of him is just 
a | free rent, no maintenance? 
f Mr. Riorpan. Yes, sir. 
ei “4 
. SUPPLIES AND MATERIALS " 
4 Mr. Tuomas. What about your supplies and materials and equip- . 
# ment here, $75,000 for ’51 and ’52 for supplies and material and wie 
£ equipment, $25,000 for both years? ries 
yt | Mr. Riorpan. Supplies and materials is broken down among a "fe 
i few items, consisting of $53,000 for expendable supplies—and 90 per- $7 
4 cent of that is for paper for the duplicating unit—and we have our rab 
4 financial service, such as 
a Mr. Tuomas. What is that duplicating you are doing with 30 ae 
| people and spending about $40,000 for paper? You have got 30 ra 
a employees and about $40,000 for paper. What is all that you do? ‘ 
4 Mr. Rrorpan. In addition to taking care of the Commission’s P 
i administrative needs, they turn out jobs on ae 
EY Mr. Tuomas. What do you mean, “administrative needs’’? 
Mr. Riorpan. Jobs such as ss the budget estimates and wi 
photostating charts. That is what I mean by “administrative.” of 
q They also prepare multiple copies of the decisions and reports of the br 
Hy Commission, and there are various financial reports that are produced. 
4 Mr. Tuomas. You don’t spend for printing and binding for all those wi 
4 things over there. What was that figure there, $64,000, wasn’t it? 

Mr. Youatem. They are 5 years late on those. 

Mr. Tuomas. If they had to wait 5 years during this war, do you to 
think it will hurt to postpone Jetting them have this good information 
for another couple of years? 

Mr. Youautem. Yes; I do. 

Mr. Tuomas. That is it. I knew that my friend would give us a cl 
good sensible answer. Don’t change that now, Judge. Let it stand | 
in the record like it is. 

EQUIPMENT 
What about your equipment item of $25,000? 
Mr. Riorpan. Prior to last year, we had bought practically no h 


equipment. 
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Mr. Tuomas. An allotment of $25,000 has been made in this year’s 
appropriation; that is about all. 

Mr. Riorpan. Of that $25,000 alloted this year, we have already 
obligated $20,000 of it filing material, calculating machines, and type- 
writers. 

Mr. McDonatp. Our equipment is in terrible shape. 

Mr. Tuomas. Adding machines. 

Mr. McDona.p. We did get a few new pieces this year, but no 
adding machines. 

Mr. Tuomas. How many automobiles do you have in the District 
of Columbia and the field? 

Mr. Rrorpan. We have one automobile in the District of Columbia. 

Mr. Tuomas. How about in the field? 

Mr. Rrorpan. None. 

Mr. THomas. You mean that is for the Commissioners and every- 
body—one automobile? 

Mr. Riorpan. Yes, sir. 


Freres Co.Liectep By SEC 


Mr. Tuomas. We notice that the Commission collected about 
$800,000 in fees for the fiscal years ’51 and ’52 and the breakdown 
of it is registration under the Securities Act of 1932 of securities of 
about $525,000; transactions on registered national securities ex- 
changes, $233,000; registration trusts indentures, $8,000; sale of— 
well, you are just in the merchandising business there; bonus on 
award of 1950 reporting; that is vour money-making business there, 
too. Miscellaneous receipts—what does it all total here, about 
$765,000 fees. Just exactly what activities are covered by these 
fees and do you have any activities that are not covered by the fees? 

Mr. Rrorpan. The fee for the registration of securities is one- 
one hundredth of 1 percent of the offering price of the securities. The 
fee from registered securities exchanges, is one-five hundredths of 1 
percent of the dollar value of the securities traded. 

Mr. Tuomas. Do you have any activities covered under any of your 
several acts that you don’t charge a fee for? 

Mr. Riorpan. That is a question that has been discussed at 
various times and there have been reports written on it as to what part 
of our work should involve a fee, whether perhaps an inspection of a 
broker-dealer’s account should require a fee. 

Mr. McDonatp. Why don’t you put it the other way around, that 
very little of our work does involve a fee. 

Mr. Tuomas. That is what we want. ' 

Mr. Youauem. No part of the holding-company activities is subject 
to a fee. 

Mr. Tuomas. Your collections are based upon the statute? 

Mr. McDona.p. That is right. 

Mr. Tuomas. Does the Holding Company Act permit you to 
charge a fee? 

Mr. McDona.p. No, sir. 

Mr. Tuomas. Which act permits you to charge a fee? 

Mr. McDona.p. The Securities Act of 1933 

Mr. Tuomas. Is that the only one? 

Mr. Bane. The Securities Exchange Act of 1934 and the Trust 
Indenture Act of 1939 provide for fees. 
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Mr. Tuomas. What about your transactions on the securities 
exchanges? 

Mr. Rrorpan. They are due each year before March 15. 

Mr. Tuomas. Is that covered by the statute? 

Mr. Riorpan. Yes, sir. 

Mr. Tomas. For the inspection of what? 

Mr. Riorpan. That concerns trading on registered securities ex- 
changes. That is the stocks which are bought and sold. The ex- 
changes pay us one five-hundredths of 1 percent of the dollar value of 
the transactions each calendar year. 

Mr. Tuomas. That is, from individual brokers? 

Mr. McDonatp. They are from the exchange itself. 

Mr. Tuomas. The exchange collects it, I presume, from members? 

Mr. McDona.p. A fractional percent of the gross of each trans- 
action. 

Mr. Tuomas. And that figure is set by statute? 

Mr. McDona.p. That is right. 

Mr. Tromas. All in all 

Mr. McDona.p. Before you leave that, Mr. Chairman, I don’t 
know of any other agency of the Government that performs as 
many functions as we do without fees. 

Mr. Tuomas. Well, we would like to hear some more about it. Do 
you have any suggestion in regard to a further extension of fees, 
collection of fees for services rendered? What is your idea on that? 

Mr. McDona.p. We have discussed it many times, but it involves 
quite a question. If the purpose is revenue-raising, the fees perhaps 
might well exceed in value the services rendered. The great hue and 
cry today is that it costs too much to register an issue, but the actual 
filing fee is infinitesimal as compared with the total cost of issuing 
and selling new securities. 

Mr. THomas. What is the purpose of the fee here under your 
jurisdiction? 

Mr. McDona.p. The purpose? 

Mr. Tuomas. What is the purpose of it? 

Mr. McDonatp. The purpose of it, I guess, is revenue raising, but 
it doesn’t mean much. 

Mr. Tuomas. To help defray the cost of the service rendered. 

Mr. Bane. It all goes to the Treasury. We use none of it. 

Mr. Tuomas. I understand it is covered into the Treasury, but 
the fundamental philosophy and purpose behind the fee is to help 
defray the cost of the service rendered. 

. Mr. Bane. I don’t know. I testified at the time the Securities Act 
was passed, and the first time we asked for an appropriation, it was 
pointed out that the fee was very inadequate and would not cover 
the cost of doing the work. The committee that considered that 
first appropriation was very conscious of the fact that the fee would 
not nearly cover the cost of examining and processing statements. 

Mr. Tuomas. I would say partially it would. 

Mr. Bane. It would cover some of the cost. 

Mr. Tuomas. Isn’t it an equitable way to raise a little money to 
help defray partially the cost of the operation and services rendered 
by the Commission? 

Mr. Bane. That is right, but it was pointed out at the time that 
one one-hundredth of 1 percent wouldn’t begin to cover it. 
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CoMPARISON OF 1951 AVAILABILITY AND 1952 EsTIMATE 


Mr. Tuomas. Your figure of expenditures for ’52 as compared 
with what you actually had to spend in ’51 is about $330,000 in excess 
or ’51. Is that figure correct? 

Mr. McDonatp. No; I wouldn’t agree to that. 

Mr. Bane. Our 1952 estimate is $306,000 below the 1951 appro- 
priation. 

Mr. Tuomas. Above. ; 

Mr. McDonatp. No. You take the $6,230,000 for 1951 and 
compare it with the 1952 estimate of $5,924,000 and you will note 
the 1952 request has been adjusted downward. 

. Mr. Tuomas. No. How much did the budget impound? 

Mr. Rrorpan. $150,000. 

Mr. Tuomas. Then you: have $153,000 that you didn’t have last 
year for rent. So it makes a total of $330,000, approximately, over 
and above 1951. 

Mr. McDonatp. That is not quite right. 

Mr. ANprEws. You mean a request this year of 300-plus above? 

Mr. Tuomas. Yes—what they actually had to spend for 751. 

Mr. ANprREws. How many employees do you have as of February 1? 

Mr. Rrorpan. I have the figures as of today, sir; we have 1,051. 

Mr. ANprEews. How many are you requesting for 1952? 

Mr. Rrorpan. We are asking for 1,085 positions, with a total aver- 
age employment of 1,050. 

Mr. Tuomas. In other words, he has got 34 vacancies as of that 
date. 

Mr. ANpREws. You request 1,085 for ’52? 

Mr. Riorpan. 1,085 positions, with the knowledge that many 
positions are going to be vacant from time to time during the year. 
We are asking money for a full year’s employment for 1,050 people. 

Mr. AnprEws. That is one less than you had. 

Mr. Rrorpan. It is one Jess than we have on the staff today. 

Mr. ANpREws. You estimate your total income for 1951 to be 
$800,000? 

Mr. Riorpan. Yes, sir. 

Mr. Anprews. And for 752, $800,000? 

Mr. Rrorpan. Yes. 

M7. ANprews. Does that money go into the Treasury? 

Mr. Riorpan. Yes. 

Mr. ANnprews. You don’t use it? 

Mr. Riorpan. We don’t use it. 


Freres CHARGED BY SEC 


Mr. Yates. Are the fees that you charge established by statute? 

Mr. Rrorpan. Yes, sir. 

Mr. Yates. The exact amount? 

Mr. Riorpan. The exact amount. 

Mr. Yares. In order to change those fees, you would have to get 
changes in the statute? 

Mr. Rrorpan. That is correct. 

Mr. Yares. Do you charge any fees for registration of brokers? 

Mr. Rrorpan. No, sir. 
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Mr. Yates. Would not that be a feasible fee-charging function? 
Mr. Riorpan. That question has been discussed in the last fe 
years, and whether it is fair or not, I would rather someone else answer. 





REGISTRATION OF BROKERS 





Bb Mr. McDonavp. I will answer that question, if you don’t mind. 
nis Having been a broker-dealer, I can tell you there would be a great 
wail. We have about 4,000 registered broker-dealers. Out of that, 
there are perhaps a few hundred that are large. The rest are small, 
are located all over the country, and in any event are today require 
to be members of the NASD. That is the National Association of 
Securities Dealers. That is a congressionally created trade associa- 
tion under the Maloney Act. The members have to pay so much 
y per employee, so much per salesman, and a percentage of their under- 
writing commitments. So you would have some duplication of fees 
or charges, and you would have an awful lot of resistance from the 
hinterland to new and additional SEC charges. 

Mr. Yates. Why do you register the brokers? 

Mr. McDona.p. Why do we register them? 

Mr. Yates. Yes. 

Mr. McDona.p. We require reports. We impose certain capital 
requirements. There are a great many reasons why a broker-dealer 






















A is registered. There are a lot of things we want to know about him, 

Re because he is handling other people’s money. The statute requires 

| it, as well. 

a Mr. Yates. So you are performing a regulatory function, aren’t 
you? 


Mr. McDona.p. That is right. 





INSPECTION OF BROKERS’ 





ACCOUNTS 


Mr. Lunp. We also inspect the accounts of broker-dealer firms from 







Ht time to time, inspect their books, spend quite a bit of time in helping 
a them, guiding them. We get no fee or payment for such work. 

i Mr. Yates. How much is the cost of the regulation applicable to 
Hy that function of the Commission? 


oe Mr. McDona.p. A very large part. It is perhaps the most im- 
portant part of our work. In a market such as we have today, when 
Li everything seems to be going all right, the broker-dealers hold a con- 
a siderable volume of securities for their customers and much business 
i is done on margin. Then you have a drop in the market. That is 
when you want to know what is going on. That is when you have 
things happening. 

When we speak of some 900 inspections annually, it must be re- 
membered that we inspect some of the broker-dealers several times a 
year, and they never know when we are going to inspect. The larger 
ones we don’t inspect quite as often, because they are largely controlled 
by the New York Stock Exchange. So far as these exchange members 
are concerned, the regulations and the reporting are such that we just 
don’t have to inspect too often, but the small fellow, the fringe opera- 
tor, has to be visited more frequently. 
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NATIONAL ASSOCIATION OF SECURITIES DEALERS 


Mr. Yates. What is the function of this corporation that you just 
spoke about, that you said was a congressionally inspired corporation? 

Mr. McDonaup. The Maloney Act created what is known as the 
National Association of Securities Dealers—NASD they call it. That 
is a self-governing, self-disciplinary organization. Thus, the local 
NASD in Dallas, Pex ., would have its own board of governors, its 
disciplinary committee, and its ethics committee. The NASD has set 
up certain standards of ethics, and it inspects the books and records 
of its members, and tries to enforce standards of fair trade, so far as 
possible. It does a lot of self-disciplining. It is a congressionally 
created trade association. 

Mr. Yarss. Are you not duplicating the function of that agency? 
Mr. McDonatp. To a certain extent, but in a very, very small way. 
There is some duplication but not to‘any great extent. What duplica- 

tion there is can be well justified. 

Mr. Yates. Mav a person register with your Commission who is 
not a member of that corporation? 

Mr. McDonatp. Yes; but in order to get what is commonly known 
in the merchandising business as a wholesale price, in other words, in 
order to get a discount from another dealer, one has to be a member 
of that association. So you can’t be in the securities business, prac- 
tically-speaking, dealing in all kinds of securities, without being in the 
association, This does not apply to the municipal-bond business. 
because such securities are exempt from the Securities Exchange Act 
of 1934. But if a person deals in the general run of corporate securi- 
ties, whether they are listed or traded over the counter, he has to be 
in the NASD. 

Mr. Yares. What charge does that organization make? 

Mr. McDonaup. They make a rather substantial charge. They 
are supported entirely from fees collected from broker-dealers. At 
the present time, I think the National Association of Securities Dealers 
has a balance on hand of some half a million doollars. We watch 
them. We have supervision over that organization. We try to 
keep them on a basis of pay-as-you-go. But the organization is en- 
tirely supported by the member brokers and dealers. 

Mr. Yates. [ am very much impressed by the fact that they at 
least get their cost of supervision and I wonder why the Securities 
and Exchange Commission can’t get a portion of its supervisory costs 
out as well, inasmuch as you say you don’t have a duplication of the 
function. 

Mr. McDonatp. Well, 90 percent of all their work is contributed 
by the people from the profession—the securities industry, and of 
course our approach is a much different one from theirs. They 
haven’t the same powers. They haven’t the same approach to the 
regulation of securities as we do. The NASD’s essential function is to 
set up ethical standards for the conduct of the securities business, 
while ours is largely to prevent activity which is fradulent in 
character. 

Mr. Yates. You mean like a bar association for lawyers. 

Mr. McDona.p. Very, very similar except that they have, per- 
haps, a few more functions. They will go in now and then and inspect 
the records of a broker-dealer if they have a reason to be suspicious 









730 


of the margins he is charging or the mark-ups he is taking in over-the- 
counter securities. 

AS Mr. Yates. Of course, the bar association performs the same 
Be functions. 

a Mr. McDonatp. That is right. I am not a member of the bar, 
a but I know a little bit about how they operate. It is very similar. 



















SEC EXPENDITURES ON BROKER-DEALER WORK 





oat Mr. Yates. When you say there is a substantial cost of the Com- 
ae mission attributable to this function, can you approximate what that 
f fi would be? 

i] Mr. Riorpan. Yes, sir; it is spent mostly on salaries and ‘travel. 
We spend a little over $1,900,000 for salaries in the field offices and 
I would say about $600,000 of that would be attributable to broker- 
dealer work, and travel expenses; I imagine we would spend $30,000 
| a vear. 
ae Mr. Yarres. You have about four or five thousand registered 

r hick dealers-i is that true? 




















3 : [ . . 
ug Mr. Rrorpan. That is right. 
at Mr. Yates. You don’t think any portion of the cost of the regula- 
ao % . . . . 
ie tion would be feasible to be charged against these people? 


Mr. McDonatp. That could be done by statute, but I would say 
you would run into terrific opposition. 
Mr. Yares. What possibilities for obtaining fees are there besides 
. the ones you alread y charge which might compensate in measure for the 
e cost of the regulation? 
Mr. McDona.p. You can’t charge people for prosecuting them, 
. and a great part of our work is the prosecution of brokers who have 
committed violations. If a broker-dealer simply*had to render a 
oF report every quarter, he would usually manage to be in pretty fair 
ay shape, but if you should have a man where you can catch his blotter 
1 and you catch his position, you might find out a lot of things by 
inspection that you never get on reporting. You couldn’t really 
charge an inspection fee for that. 
L Mr. Yates. Why not? 
" Mr. McDona.p. Suppose you inspected one fellow as many as 
three or four times a year. I don’t think it would be feasible to charge 
a man because you were suspicious of him. 
) Mr. Tuomas. In other words, you are not rendering him a service 
a by inspecting him. 
) Mr. McDona.p. That is right. He is pretty much scared, that 
morning when you walk in. 

Mr. Yares. Isn’t this a service which is necessary from the public 
viewpoint and which is really beneficial as well to the broker-dealers 
in that it does provide a means of policing those who are not living 
up to certain standards? 

Mr. McDonatp. That would be invoking a different philosophy 
than is generally followed. Where you inspect a person for violations 
which might be criminal, where there might be a broker-dealer revo- 
cation, or possibly a criminal reference, it would seem to me not to 
be feasible to char ge a fee. 

Mr. Lunp. I might point out there is one other area where the 
Commission might, if the philosophy of charging fees were adopted, 
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be able to get something for the Government. We have about 1,050 
registered investment advisers. They register without payment of 
~ fee and much of the Commission’s work is devoted to that area. 

Mr. McDonatp. May I add, Mr. Congressman, that from these 
1,000 people, you would get a very, very small fee. If you had a $50 
registration fee, maybe a $50 continuing charge each year, it would 
amount to very little. 


LONG-DISTANCE CALLS 


Mr. Yares. With respect to these long-distance calls, which is one 
of the items contained on page 110, are there ever occasions when you 
call registrants or persons dealing with the registration of securities 
other than your own people? 

Mr. Lunp. We always call collect. 

Mr. Yates. In other words, these are long-distance calls within 
your own agency? ; 

Mr. McDona.p. Usually. 

Mr. Youautem. For example, under the Holding Company Act, if 
I am calling a State commission, in other words, another regulatory 
commission, where I am originating the call—— 

Mr. Yares. In other words, the charges are only between Govern- 
ment agencies? ‘ 

Mr. Youatem. That is right. Sometimes where a call is made to 
a registrant which might have been done by mail if there had been 
enough time, we pay the cost of the call, but that is a very rare 
occasion. Generally speaking, the charges are reversed. 


AUTHORITY OF NATIONAL ASSOCIATION OF SECURITIES DEALERS 


Mr. Couprert. Mr. Chairman, do members of recognized stock 
exchanges also belong to the NASD? 

Mr. McDonatp. Yes, sir; every one of them. 

Mr. Coupert. I wasn’t sure whether it was just over-the-counter 
securities. 

Mr. McDona.p. That is right. 

Mr. Covupert. It includes everybody that deals generally? 

Mr. McDonaxp. That is right. 

Mr. Lunp. Generally with the public. 

Mr. Couprrt. Generally with the public? 

Mr. Lunp. Yes. 

Mr. Coupert. What is the disciplinary power of that agency over 
its membership? 

Mr. McDonatp. Well, they can expel them. That is a very 
tough power. If a broker-dealer is expelled for 10 days he can’t do 
any business for 10 days. So that is the power they have. 

Mr. Coupert. It is the power of economic life and death. 

Mr. McDonatp. That is right. 

Mr. Couprert. Do they have a grievance committee and an agency 
to supervise and prosecute? 

Mr. McDona.p. That is right. The mechanics are already set 
up in every district. There are 14 districts in the country, each with 
a business-conduct committee. Appeals from disciplinary action 
taken by these committees may be instituted with the NASD’s 
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national board of governors, and from there appeals may be taken to 
the SEC and then to the courts. 

Mr. Couprertr. Would it be fair to say that your inspection functions 
are really the functions of policing the policeman? 

Mr. McDona.p. That would he a pretty fair statement, I would 
say. 
Mtr. Lunp. No; I wouldn’t think so, our inspections of broker- 
dealers are made for very different purposes than the purposes for 
which the NASD inspects its members. Of course, we have super- 
visory powers over the NASD. 

Mr. McDona tp. Insofar as the NASD is concerned, we do. We 
have supervision and jurisdiction over the NASD. That is what I 
mean to say, and we do police them in the sense that I think you 
mean. 

Mr. Couprrr. You have supervision over their operation in general, 
and then your spot-check system reaches their members. 

Mr. McDona.p. Oh, yes. 

Mr.*Coupert. To check as to whether or not they are policing 
efficiently their own members. 

Mr. McDonatp. That is right. I think that is a fair statement 
generally. 

Inspections sy SEC 


Mr. Covupert. What is the history of your spot-check operation by 
years with respect to the percentage of members reached year by year? 

Mr. McDona.p. Broker-dealers—I touched on that in this opening 
statement. 

Mr. Coupert. Refer to some table. 

Mr. McDona.p. Out of 900 inspections, there were 165 violations 
of margin rules. 

Mr. Covupert. Nine hundred inspections when, last year? 

Mr. McDona.p. Yes. 

Mr. Couprert. Out of how many, 5,000? 

Mr. McDonatp. Well, there are about 4,000 broker-dealers, but 
only 900 inspections were completed. 

Mr. Covuprert. I understand that. Are you averaging about 900 
a year? 

Mr. McDonavp. That is right. 

Mr. Covupert. At one stage of the game, as I remember it, when I 
was last on this committee, you had far fewer spot inspections than 
that, didn’t you? 

Mr. McDonatp. I will tell you what we did. Recognizing that 
sometimes we have been getting too much detail, we have tried to 
simplify that inspection somewhat and to accomplish the same result 
without getting into as much detail. One man can turn out an in- 
spection in a lesser number of hours, for example, or days, than he 
formerly could. 

Mr. Couprert. When you state that out of four-thousand-five- 
hundred-odd dealers you have made 900 inspections, that represents 
one-fifth, if my school of arithmetic holds good; I suggest you haven't 
too much confidence in the authority and effectiveness of the NASD. 

Mr. McDona.p. No; I wouldn’t say so. Some of our registered 
broker-dealers have never been inspected; perhaps some of them never 
will be inspected, although we wouldn’t let them know that. The 
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fringe operator we inspect at more frequent intervals. As far as the 
NASD is concrened, they don’t have the staff of investigators that we 
have. Most of their work is done locally by their own members on 
a voluntary basis. ; 

Mr. Coupertr. How many spot checks did you do in 1947? I 
notice there was a substantial number. 

Mr. Riorpan. In 1947, we had completed 576 inspections. 

Mr. Coupgert. So you douled since 1947 the number of spot 
checks you made in a year. 

Mr. Riorpan. The next year, in 1948, we made 827; 1947 is a very 
low year. 

Mr. Covprert. Obviously, the value of a spot-check system is psy- 
chological more than anything else, isn’t it? 

Mr. McDonatp. That is perhaps true. It is like spot-checking of 
an auditor into a corporation’s affairs. 

Mr. Covuperr. Suppose, instead of making 900 spot inspections, you 
were only able to make 650. Would that make a very substantial 
difference in the effectiveness? 

Mr. McDownatp. It might in the effectiveness over a long period of 
time; yeas. The fact that we find these things on inspection indicates 
that more frequent inspections would be desirable, very desirable. 

‘Mr. Coupvert. Well, it would be desirable, obviously, to be able 
to inspect every one of them every year, but as it happens, vou only 
reach a small proportion in any event; therefore, the theory that occurs 
to me, if during these critical years for a year or two you perhaps fell 
back to where you were in ’47 and ’48, and inspected 400 or 500 in- 
stead of 900, you would still be operating pretty effectively and the 
moral value of the threat of inspection would still hang over the heads 
of every dealer, wouldn’t it, and in the meantime you might be saving 
a litthe money where it is very necessary to save it. 

Mr. McDona.p. That perhaps could be true, but I think that 
would be the last place I would save. If it were left to my discretion— 
and this observation is based on my personal experience in the secur- 
ities business and on my presence with this Commission for 4 years— 
that would be the last place I would save. 


ADDITIONAL EMPLOYMENT REQUESTED FOR REGISTRATION WORK 


Mr. Covuprert. How are you getting on in the matter of keeping 
up to date on your registration statement? 

Mr. McDonatp. We are pretty current. You heard in my opening 
statement that our average period for processing a registration state- 
ment is now 21 days. That is pretty good. 

Mr. Couprrt. What is the bottleneck, then, that you referred to in 
your general statement for which you want additional stenographers? 

Mr. McDonatp. In the Corporation Finance Division? 

Mr. Covupert. Yes. 

Mr. McDona.p. You see, frankly, here is what has happ2ncd. 
Private industry has come up awfully fast in the amounts paid to 
employees. For example, there was a time 3, 4, or 5 years ago when 
private industry wasn’t paying what the average Government 
employee in the stenographic field was paid. Today that is not true. 
We have been losing them. 
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Mr. Covuprrt. I am not sure that you understood my question. 
You are asking for 11 new positions, | assume additional positions. 

Mr. Rrorpan. They are stenographic positions. 

Mr. Couprert. Yes; but why? 

Mr. Bane. Because of this, Mr. Coudert. You will notice that 
we have 12 examining sections in which we have a section chief, 
accountants, attorneys, and what we call security analysts, those who 
do the spadework. ‘We often have to have to send letters to regis- 
trants, and often they are held up because we can’t get them ty ped 
even if we write it out in longhand or we can’t get a girl to dictate to. 
Now, in an effort to speed up the time that a registration statement is 
in process, we are asking for additional stenographic help to get 
letters out after the processing has been done. 

Mr. Covupert. Your chairman just said that you were within 21 
days. My inquiry is, have you had any substantial, continuing 
complaints from dealers and bankers? 

Mr. Bane. We always have, Mr. Coudert. Everybody that files 
a registration statement wants it effective the day before he files it. 

Mr. Covupert. I know my office has filed a good many and I heard 
the same story, but how long have you been on a 21-day basis, how 
many years? 

Mr. MacDonatp. Last year is the first year we reached that. 

Mr. Coupert. How about the year before that? 

Mr. McDonatp. The year before that the processing period was 
approximately a day and a half longer. 

Mr. Banr. Of course, the question of the number of days a state- 
ment is in process depends not only on how quickly deficiency notices 
are sent out. That is one element. It depends also on how quickly 
the response is given to the letter, and that 21 days is a very deceptive 
thing. What we are concerned mostly about is how long it takes us 
to get notices of deficiencies to the registrant and give him an oppor- 
tunity to start working on any corrections that may be necessary. 
We have cut that some time ago. A few years ago, our average time 
was from around 12 to 14 days, for that first letter, which vou know is 
an important element; then the registrant starts to work on it. | 
should say in the beginning, we tried always to have the letter out 
within 10 days. We have gotten back to near 10 days when we send 
that first letter out. Of course, it varies considerably. We get that 
letter out, I should say now, around 11 days, sometimes sooner; 
sometimes we have to go to another Government department, which 
we frequently do, or if we go outside, it will be longer, depending, but 
11 days would be a fair average now. 

Mr. Couprrr. I think it is highly laudable that you should want 
to improve the service that you are representing to the public in this 
respect. At the same time, you have gotten along and they have 
gotten along during the past 4 or 5 years. 

Mr. Bane. Yes, sir. 

Mr. Couper. And I would suspect that they would manage to get 
along another year if you didn’t have those 11 additional stenogra- 
ohers. I may add that a great many bankers and brokers and dealers 
live in my district, and I would be the first fellow to get the impact 
if there was any serious complaint about delays in your registration 
of them. 
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ADDITIONAL EMPLOYEES REQUESTED FOR FINANCIAL ANALYSIS 


Now you ask for three positions in the Section of Financial Analysis. 
What is the function of the Financial Analysis Section? 

Mr. Lunp. We have in the SEC probably the finest storehouse or 
warehouse of financial information in the world. We have complete 
information on all listed companies. In conjunction with other 
Government agencies, we are now processing the reports that we 
have, and the three new employees that we are asking for here are to 
work in the field of determining estimates of plant expansion, equip- 
ment expansion and other capital expenditures. So thatin conjunction 
with the Budget Bureau, the Department of Commerce, various other 
Government agencies, OES, OCS, they can gage the production capac- 
ity of the country and how it is expanding, what the needs will be. 

We now have about seven people on that type of work. We are 
working up reports of various kinds. We get estimates voluntarily 
from about 1,200 business firms throughout the country on a quar- 
terly basis. We process and pass those figures on to other Govern- 
ment agencies. We also use them ourselves in our own work. We 
are doing a lot of extra statistical work. They have requested that 
we try to expand the coverage, that we try to speed up the coverage 
and that we try to make some test checks to see that we are on the 
right road. 

Mr. Covupert. In what respect does that facilitate your funda- 
mental work as a regulatory agency in the securities business? 

Mr. Lunn. We get estimates, sir, of estimated plant expansion. 
They help us gage how much new financing is going to come through 
the Commission. 

Mr. Covuprrt. Why do you need to gage how much new financing 
is going to come? How does it affect your functions? 

Mr. Lunn. It touches many corners*with our regular work. We 
have more market observation, for example. . Assume that we know 
that a group of steel companies are going to come in. We will watch 
the steel market very carefully, various steel companies’ securities. 

Mr. Couprert. You mean steel market for securities? 

Mr. Lunp. The market for steel-company securities—to see whether 
insiders are taking advantage of the knowledge that there are going 
to be expansions and that steel stocks will go up. 

Mr. Covupert. How do you get the knowledge until the general 
public gets the knowledge? 

Mr. Lunp. We get the knowledge confidentially in advance of any 
kind of notice to the public. 

Mr. Coupgrt. Do you mean to say that when the executive com- 
mittee of the steel corporation meeting in the directors’ room author- 
ize a plant expansion, somebody picks up the telephone and calls the 
SEC and tells them about it? 

Mr. Lunn. No, sir; but they do on a quarterly basis mail to us 
report forms in which they estimate the amounts that will be expended. 
Sometimes that has not been acted on by the board of directors. It 
is a general planned estimate of what they expect to be able to do in 
the coming quarter. 

Mr. Couperr. Don’t they make it public any other way? 

Mr. Lunp. They do not make it public, no. 
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Mr. Couprrt. Well now, I don’t quite follow how that affects your 
supervision of market action. You have a group of people watching 
the day-to-day operations of securities on the stock market? 

Mr. Lunp. That is correct, sir. 

Mr. Couprerr. And when you see unusual fluctuations that seem to 
vou to excite suspicion, you make some inquiry? 

Mr. Lunpb. That is correct. 

Mr. Couperr. Well now, that is quite obvious. You see the evi- 
dence, then go and find out what caused it, but I don’t quite see how 
this other thing serves any useful purpose. I suspect you use this to 
provide information for the Department of Commerce and other 
agencies primarily, don’t vou? 

Mr. Lunpb. Primarily, but we also use it in our own work. It 
alerts us to expansions and many things that do help in our work. 

Mr. McDonatp. You would be surprised at the requests we have 
for financial information from various institutions, periodicals, news- 
papers. financial magazines, and the like. Making such information 
available fully and readily is, I think, consistent with the congres- 
sional scheme of previding a dependable over-all picture of the finan- 
cial requirements in this economy. 

Mr. Couperr. Putting everything in this security business on the 
table. 

Mr. McDonacp. Right, and our facilities and services are used to 
a tremendous extent. I have had the same query in my mind that 
you did. 1 used to wonder why do we get up all these figures; why 
do we make these analyses; and why do we do so much work? But 
the expense is a warranted one, in my opinion. 

I might also say that we at this time are having more requests from 
other agencies, both from the defense-mobilization agencies and the 
others, than we have ever had before, and in every instance we are 
cooperating to the limit to e@t them every figure that they want or 
that we can marshal for them. As Mr. Lund says, we are a store- 
house for financial information. 

Mr. Couperr. Dves a substantial increase in the activities of the 
security exchanges affect yeur business? 

Mr. Lunp. Very much. 

Mr. McDonavp. Registrationwise. 

Mr. Couprrr. Registrationwise; that is obvious. 

Mr. Lunp. For example, the market has actually doubled in the 
past year, the volume and the values. 

Mr. Couperr. I notice from your observation and general state- 
ment. 

Mr. Lunn. And we are having many more quizzes, many more in- 
vestigations into activities in securities than a year ago. We are 
having many more complaints. We received 9,300 complaints as 
contrasted with 7,000 a vear before. 

Mr. Covuperr. Is that performed by your Corporate Finance 
Division? 

Mr. Lunp. That is in the Trading and Exchange Division. 

Mr. Couperr. Are you asking for an increase in that? 

Mr. Lunp. No, only the three people you mentioned earlier for the 
statistical purpose. 
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Mr. Covprerr. Those people have nothing to do with—— 

Mr. Lunp. They are part of our Trading and Exchange Division. 
We are asking for an ‘increase of 13 positions in the field to do more 
spadework than we heretofore have been able to do. 


Request SuBMITTED TO BUREAU OF THE BUDGET 


Mr. Corron. What was your total request of the Bureau of the 
Budget? 

Mr. Rrorpan. $6,605,000, and they allowed $5,924,000, which is a 
net decrease of $681,000. We had included $156,000, for rents 
which was taken out of our budget estimate and given to the GSA. 

Mr. Corron. $156,000 for rents? 

Mr. Rrorpan. Yes, sir. 


REDUCTIONS BY BUREAU OF BUDGET 


Mr. Corron. You have already mentioned one field in which they 
reduced your request. Could you briefly summarize what activities 
the Bureau of the Budget suggested curtailing? 

Mr. Rrorpan. Yes, sir. In the Division of Corporation Finance, 
we asked for six attorneys and examiners, which they deducted. In 
the Division of ‘Trading and Exchanges, we asked for four attorneys 
for the Enforcement Section, four positions for our Trading Practices 
Section, and for statistical work we asked for 14 positions, all of which 
weren't allowed. In the Division of Administrative Services, we 
asked for five positions to prepare material for printing at the Govern- 
ment Printing Office, which they didn’t allow. For the regional offices 
we requested 50 positions for securities investigators and for broker- 
dealer inspectors, which they didn’t allow—a total of 83 positions, 
positions not allowed. In addition, there was disallowed for travel, 
$18,000; $400 for the transportation of things. We asked for $1,000 
for the rent of occasional office space throughout the country, which 
they didn’t allow; the printing request was reduced by $128,000; 
and purchase of equipment reduced by $24,600. 

Mr. Corron. Off the record. 

(Discussion off the record.) 

Mr. Corron. You mentioned a cut in personnel in the Division of 
Corporation Finance. Didn’t they give that to you? 

Mr. Riorpan. Yes, sir; thev allowed us 11 positions. We asked 
for a total of 17, and they disallowed 6. They allowed us 11. 

Mr. Corron. Have vou in process or are you contemplating any 
supplenentary request for this fiscal year? 

Mr. Riorpan. No, sir. 


W orKLOAD—REGISTRATION STATEMENT 


Mr. Corrox. Now, just one or two minor points that aren’t clear 
in my mind. On pages 9 and 10 of the justifications, it seems to 
indicate a reduction in most of the categories and a reduction in most 
of the different categories of activity in the Division of Corporation 
and Finance. 
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Mr. Bane. No, sir; I think you are wrong. The only one in which e2 
you really indicate any reduction in the sort of work, as I remember—I tc 
ooked through it—is those under trust indentures, where there is a in 
decrease in the number of filings under the 1933 act. There is an I 
increase in the number of applications for registration on exchanges in aie 
the 1934 act. There is a slight decrease in annual reports under the 
1934 act. There is a considerable increase in current reports under sa 
the 1934 act. There is an increase in proxy statements. ns 

Bed Mr. Corron. Well, now, at the bottom of page 21 of the justifi- b 
eee cations, if I haven’t misread this one, that indicates that approximately mt 
twice as many cases were closed in 1949 as in 1948, and five times as n 
| many closed in 1950 as in 1949. That, of course, is an excellent nd 
ij improvement, but that pretty well reduces your backlog; doesn’t it? t 
5 Mr. Lunp. It reduces it in part, but I would like to explain that, r 
in connection with this, we worked nights; we worked Sundays; we P 

By | worked Saturdays. We spent thousands of free hours, because the 

oe last time we were up here Chairman Thomas pointed out to us that we 

at} had a backlog that was growing, and you were rather critical of this 

Te backlog. We were up to 1,580 cases. So, voluntarily, the group of 
ee about 15 of us pitched in and we spent thousands of hours and we . 
cleaned this up, and I don’t think it would be quite fair to expect , 

the same 

| Mr. Corron. You don’t like to be spurred on and have it held : 
| against you in the next year’s appropriations. ; 
ae Mr. Lunp. The point is, I don’t think it is fair to ask the employees 
he to work as they had to work, but we were ashamed of the 1,580. We > 

Be have never had enough people to do the job, and the current work 
i kept us so busy that older stuff began to creep up on us, but we cleaned . 
| it up. F 
. Mr. Bane. A special effort was made to clean up the old cases. " 
Fi Mr. Corton. I assume this year, of all years, with the emergency, , 
oie that you would want to try to continue without too much personnel I 
y during this year. 
Bi Mr. Lunp. That is right, sir. We are working now a great many . 
Hi free, unpaid hours in this field. t 
EQuIPpMENT | 
ASSIGNMENT OF TYPEWRITERS ] 
Mr. Corton. This is a very minor point; I just wanted to touch on it I 
4 for a moment, Mr. Chirman. I notice in last year’s hearings, on ] 
a page 846, there were some questions asked by the chairman, Mr. I 
Thomas, regarding typewriters, and the testimony indicates that you ‘ 
had 691 typewriters for approximately 400 secretaries and were ‘ 

asking for 190 more. That is a typewriter for every one of the secre- 
taries, and a second one for some of them. I wondered, in view of ] 

that information, did you get extra typewriters, and I wonder if you 

would comment a little further on the necessity for new ones this year. 

Mr. Riorpan. I think the figure with respect to stenographers and 
typists doesn’t disclose our full use of typewritrs. Many attorneys 


and clerical people who are not classified as typists use the typewriters 
in their day-to-day work. For example, in my division, our payroll 
clerks, auditors, and bookkeepers use typewriters. I think that 
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explains the difference between the number of typewriters as related 
to the number of stenographers and typists. We have no typewriters 
in stock that are not being used. I checked the stock this morning and 
I found out we have approximately six typewriters unassigned, one 
calculating machine, and a few chairs. 

Mr. Youatem. I might say I got seven new typewriters in my Divi- 
sion this year. Well, | guess they were a blessing, but there was very 
nearly a revolution in the place after the typewriters were allocated, 
because some of the girls had been typing—well, my secretary had a 
machine for 8 years. It wasn’t new when she got it, and it was the 
most beat-up thing. Well, she finally got one, but then half a dozen 
other girls in the Division were raising holy hell because they said their 
typewriter was just as bad or worse, and so forth. The machines are 
really in frightful condition, and it takes a lot longer to turn out 
passable work with these bad machines. 


Division or Pusiic UTiniries 


Mr. Corron. Does the information on page 44 indicate that the 
substantial bulk of the work on investment utility properties by hold- 
ing companies has been disposed of? : 

Mr. Youautem. Yes. I think it is fair to say that the great bulk of 
the dispositions have been made. These figures are sometimes decep- 
tive. The best figure I can use, I guess, is that there are perhaps 
12 billions of dollars of utilities assets now in registered holding- 
company systems; and our best prognostication is that, when section 
11 of the act has been fully complied with, there will still be 7 billions 
of dollars of utilities assets under regulation under the Holding Com- 
pany Act in permanent holding companies. So, from that point of 
view, on sheer quantity, I guess the bulk of the job has been done. 

Mr. Corron. You are taking a reduction of approximately 15 
percent in personnel and 16 percent in salaries in that particular 
work in this proposed budget. Was that effected by the action of 
the Budget Bureau? 

Mr. Youatem. No. That was the same estimate that was made 
to- the Budget Bureau. 

Mr. Corron. And, in view of the reduction in the bulk of the work 
before you, and the emergency this year, is that as far as you can 
possibly reduce on that item? 

Mr. Youatem. Yes. I think it was a sanguine estimate that we 
made. As a matter of fact, what may well happen is that I will not 
have any difficulty in getting down to a personnel complement of 97, 
not because they are released as not needed but because we can’t 
stand the competition with private employment and emergency 
agency employment. 


Errect oF CoNsTRUCTION AND PrRopucTioNn CURTAILMENT ON SEC 
W oRKLOAD 


Mr. Anprews. What about the freeze and the curtailment of 
production, and so forth, construction, and so forth? Wouldn’t 
that have some effect on your work in the next year? 

Mr. Youauem. I don’t believe so. 
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Mr. Anprews. Well, with those freeze orders in effect, there can’t 
be too much plant expansion. 

Mr. Youatem. No, because those freeze orders are not going to 
affect the production of electricity. They are going to be relieved of 
the freeze. On the other hand, in connection ‘with the expansion in 
steel production, tank production, chemicals, aluminum, every muni- 
tion of war today, the demand for electric energy is proportionate to 
it; and, without the electric energy, the production increases can’t be 
reached. 

Mr. ANDREws. W ould you be interested in any wartime plants put 
up for the emergency? 

Mr. Youarem. The financing of the electrie plants will in large 
part be done by companies under our supervision, and most of these 
plants are not being put up as wartime facilities. They are not 
being put up under accelerated amortization. 

Mr. Tuomas. Six to one is the ratio. 

Mr. Youatem. You are better informed than we are. 

Mr. Anprews. You don’t anticipate any decrease in your volume 
of work in 1952? 

Mr. Youauem. I don’t, and that is why I am a little fearful about, 
as I say, these sanguine estimates in this voluntary reduction of 
personnel proposed to the Bureau of the Budget by us. 

Mr. THomas. What about Judge Bane and his Bureau of Cor- 
porate Finance here? With the freeze, amortization, and small busi- 
ness going out, how much of your workload is going to decrease, 
Judge? 

Mr. Bane. It is not going to decrease, in my opinion. TI have 
talked to a great many people. The Government, at least under 
present plans, is making every effort to finance as small a part of 
that plant expansion as is possible. It is making an effort to encourage 
private financing of such. Private financing it is felt, will contribute 
to the battle against inflation. One way is, as you say, giving 
accelerated amortization. The money to construct that plant on 
which accelerated amortization may be allowed under present plans 
will largely be raised from the public. That raising of that money 
from the public will require registration with the SEC; and, from 
conversations that I have had with representative businessmen, 
representative underwriting men, and representatives in the so-called 
defense agencies now 

Mr. Tuomas. Wouldn’t that be offset by the mere curtailment of 
activities of nondefense corporations, though; corporations doing non- 
defense work? 

Mr. Bane. I doubt it. 

Mr. Tuomas. Your over-all load certainly ought to decrease 10 
percent in 1952 and 1953. 

Mr. Bane. | think the over-all load, Judge, on the contrary, is 
going to increase. 

Mr. Tuomas. How do you figure that? 

Mr. Bane. Because of what I have already said, plus the fact that 
there are very few of these corporations that are financed through us 
and publicly financed that you can’t in some way classify as con- 
tributing to the defense effort. They all get into it. Take clothing, 
for example. They are making clothes for the Army and Navy and 
the rest of the military force. 





th 
ac 
th 
ou 
fre 
an 
stk 
an 
in 

in 


741 


Mr. Tuomas. Well, a few corporations will get some of that busi- 
ness, and the rest of them wouldn’t. 

Mr. Bane. Well, those few that do will be in there; and, of course, 
they are trying to spread it as widely as possible, as vou know, Judge. 
It is my honest opinion that there will be an increase instead of a 
decrease. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. It looks like the stock exchanges have already reached 
the roof, but they may make a new roof. However, certainly the 
activity is going to remain high. People can’t spend the money for 
this, that, and the other on account of price control and the cutting 
out of certain things that they normally want to buy and take them 
from the market. They are going to do something with their money, 
and they will possibly play around with their money through the 
stock exchanges, even though you try to reduce the amount of margin, 
and so forth. Isn’t it a fair assumption that your general workload 
in those two big divisions will drop off anywhere from 10 to 15 percent 
in fiscal year 1952? 

Mr. Bane. May I reply to that, Judge? 

Mr. Tuomas. I will ask Mr. MeDonald first. 

Mr. McDonatp. You say 10 to 15 percent? 

Mr. THomas. Yes. What do you think about it? 

Mr. McDonavp. Directing my remarks first to the Corporation 
Finance Division, if you had a drop of from 10 to 15 percent, and if 
you knew that vou were going to have a drop of 10 to 15 percent, you 
perhaps could trim accordingly, but the trouble is vou don’t know. 
You have got to keep facilities ready. 

Mr. Tuomas. That is right; you are making a guess. 

Mr. McDonaup. You have got to have your facilities there to 
handle your peak load, so to speak, when it comes. 

Mr. Tuomas. Every time Mr. Wilson makes a statement over at 
the National Production Authority, he says there is going to be less 
and less and less of this for John Public. So that means that mstead 
of the normal business being on the up grade, it is going to be on the 
down grade. 

Mr. McDonatp. I think there will be fewer registrations. You 
might have a restriction of capital issues; that is e — lv probable. 

Mr. THomas. We understand that perhaps the biggest expansion 
in the history of the country in the utility business is in the power and 
gas business. It has been testified here that it is close to 1951 pro- 
duction in the neighborhood of 8,000,000—well, my figure 8 is right, 
whether it is billion or what—and about 150,000 of that 8 is going to 
be by Government agencies and no more than that; it is one-sixth of 
it and the remaining five-sixths is going to be by private industry. 
Doesn’t that indicate that in 1952, the workload of this Division ‘is 
going to fall? Certainly your work under the Holding Company Act 
is going to be practically wound up for all practical purposes, as far 
as the big part of the workload of that Division is concerned, and your 
public utilities, as far as that enormous capacity that comes into 
operation in 1951, that will be behind you in 1952. 

Mr. McDonatp. You are asking me, Mr. Chairman? 

Mr. Tuomas. Yes. 
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Mr. McDona.p. The workload of the Utility Division isn’t 
exactly dependent upon the expansion in the utility industry. For 
example, the great job that the Utilities Act created was to break 
down and simplify the structures of holding companies and to return 
to the local communities the utilities which serve them, whether 
under public ownership or private ownership—but, at any rate, to 
simplify and break down the corporate structures. We are in the 
process of doing that very job. Of course, we have a job also of 
supervising and scrutinizing the financing that is done for subject 
companies. Only in the case of register “ed holding companies and 
their subsidiaries do we have such jurisdic tion. Of course, under the 
1933 act, they all register, but the 1935 act is only concerned with 
subject companies. We are concerned there with several systems, 
as you have heard today. 

Mr. Tuomas. You had 72 big holding companies and you wound 
up practically 85 percent of them. 

Mr. McDonavp. Not quite, but in any event the toughest cases 
are the ones in which appeals are taken. Now we are in that per’od. 
Frankly, we would be less than frank if we didn’t say sure—— 

Mr. Tuomas. Of course, you don’t fool with rates. That is over 
here at the Federal Power Commission. Now all of this tremendous 
amount of power that is coming in in 1951, the Holding Company Act 
doesn’t necessarily involve very much work in that thing. You are 
concerned with what, financing? 

Mr. McDonatp. That is a part of it. 

Mr. Tuomas. That is going to be behind you in 1952. 

Mr. Youautem. Can I supplement? 

Mr. THomas. Sure. We are just swapping ideas. 

Mr. Youautem. | am aware of that, and from the treatment we have 
received in the past, | assume I am talking to a friendly committee, 
but facts are facts and may be helpful. 

In the first place, on the financing, while it is true that we look 
forward now to a large increase of capacity in 1951 and then that is 
going to be behind us, history doesn’t prove even that to be so. 

Mr. Tuomas. Well, if I may interrupt you—if 1 interrupt you too 
often, you just set me down and I will stay down—there is no com- 
pany on earth, utility company particularly, that is going out here 
and spend its money in advance of knowing about its financing arrange- 
ment; in fact, before it could spend its money, it has got to make that 
financial arrangement, so that when some thing comes into production, 
it is a good assumption that the financing has been arranged at least 
18 to 24 months before it ever gets to the production. All right, go 
ahead. 

Mr. Youatem. May I contradict you a little bit on that, in terms 
of our work; at least I can contradict you in that sense. Most cur- 
rent construction of utilities is financed initially by short-term borrow- 
ing, bank borrowing. In some States, that is compelled. In Massa- 
chusetts, for example, you cannot put into pe rmanent capitalization, 
even common stock, a piece of construction until it is actually serv- 
iceable as a utility asset, that is, until it is on the line. For business 
reasons, most utilities prefer to work that way because they can bor- 
row short-term money at 2 percent or 2% percent, whereas if they re- 
finance that into common stock, they have to pay 6% percent or there- 
abouts in dividends. It varies, of course. Therefore, they don’t 
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permanently finance their construction, by and large, until the con- 
struction is done and on the line, so that the 1951 construction in very 
large part is going to be financed permanently in 1952. That is the 
kind of financing that causes a lot of work. 

Now I don’t want to overlabor this financing aspect of our work 
because I don’t think that it is the bulk of our work, in any event, but 
I would like to say a couple of words about reorganization under 
section 11, because that is where the man-hours go and the hard labor 
goes. 

In the heyday of our reorganization activity, which I would say 
were the years 1947, 1948, 1949 and 1950, well, in 1947, the Com- 
mission got through seven plans of reorganization. In 1948, it got 
through eight—no, I am sorry. In 1947, 11; in 1948, 7; in 1949, 8. 
In 1950, our statistics got confused, but I would say it was about the 
same number. Now, right now, I could call off to you the names of 
at least 10 major reorganizations, and when I say that, I mean re- 
organizations affecting security holdings of $50,000,000 and upward 
that are in process now. They are not all going to be done in a year; 
no doubt about that, and there are others that haven’t even come along 
yet. 

Mr. Tuomas. That is a continuing thing. They are constantly 
refinanced. 

Mr. Youatem. No. I get back to an analogy I used last year about 
how busy one could be peeling the last potato in the bottom of the basket 
as compared with how busy you are when you peeled the first one. 
There still is that work tobe done, and it is important work. The 
Standard Gas & Electric System, for example, is a reorganization 
involving, I don’t know, $200,000,000 worth of securities, something 
like that. That is a job that is going to take a lot of time, a lot of 
man-hours. 

Mr. Tuomas. We agree with you, it is not static. It is going to 
be changed constantly. 

Mr. Youatem. Some fine day I am going to come here and tell you 
that job is done, but until that job is done, we have got to keep up the 
staff. 

Mr. Tuomas. I doubt if you ever will. 

Mr. Bane. Judge, I just want to be very brief. That is an indica- 
tion of what I suggested about increasing. I have the figures. In 
January, 1951—I am talking only on the 1933 act for the new fi- 
nancing—41 registrations were filed under that act; 37 were filed in 
January 1950; 36 in January 1949, and 27 in January 1948. For the 
quarter October, November, December, there were 111 statements 
filed in the fiscal year 1950-51; in fiscal year 1949-50, there were 110; 
in the fiscal year 1948-49, there were 103 for that quarter, which 
indicates, if it indicates anything, an increasing trend. 

Mr. Tuomas. I was very much impressed with those figures. 

Mr. Bane. I don’t have all of those in the report; the others are in, 
IT think. That is beginning on page 9, sir 

Mr. Tuomas. Where vou were keeping right up with them. There 
has got to be some guesswork on it, of course. The cases filed in 
1946, 1947, 1948, 1949, and 1950—I am just looking at one phase of 
the activity here. You are keeping right up with it; in some vears, 
you exceeded your workload, even in 1950 you exceeded it. You 
got rid of about five of those nine cases pending in 1951. 
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Mr. Bane. Correct. 
Mr. THomas. In 1952, when the country is going to practically be 
converted to the war effort, or largely converted, it just doesn’t seem 
reasonable to me to expect that your workload can do anything but 
fall off 10 or 15 percent. That figure may be entirely wrong. It may 
be a whole lot more than that. Anyway, it looks like the workload 
of your activity is bound to go down. 

Mr. Bane. The indication from the present trend of business as 
coming in through January 1951, and from my conversations with 
those who register securities with us, is that it is going to increase for 
the reasons I have previously stated. 

Mr. Tuomas. What is the nature of the business that is coming in 
in January? 

Mr. Bane. It was largely general financing, new financing by cor- 
porations, I should say. A major portion of it, after conversions, was 
common stock for construction and adding to inventory. 

Mr. Tuomas. When you say “major financing,’’ what do you mean 
by the word ‘‘major’? Did I misunderstand you? Is it they are 
coming in for little construction work dollarwise as compared to the 
entire capital structure? It is very, very small, isn’t it? It can be 
an addition to a building or an addition to a plant. 

Mr. Bane. They very seldom come in with anything that small. 
It runs into the millions of dollars. 

Mr. Tuomas. If they don’t come in to you, it means they spend 
their own cash, without raising any fund? 

Mr. Bane. That is right, or they may do the financing through 
private placement, that is, place it with a number of insurance com- 
panies, but in 1950, the financing statements filed that year—lI don’t 
have the dollar figure for January 1951—was over $5 billion. 

Mr. TuHomas. Do you recall the President made a statement 2 or 
3 days ago, and amplified by Mr. Wilson over at the NPA, that we are 
getting the Treasury together, the Federal Reserve Board and all of 
them looking forward to doing one thing above everything else and 
that was tightening credits to cut down the inflationary trend. If 
that happens, and certainly it is going to have to happen, isn’t it 
inescapable that your workload is going to decrease? 

Mr. Bane. No; because as I see it, and I think this is right, sir, 
a large part of the surplus funds that the public may have that could 
be spent for goods, consumer goods—an attempt will be made to 
channel those funds into securities for the construction and expansion 
of plants adding to the defense effort. That is a very sure check on 
inflation, and that is what I understand is contemplated in many 
places. These common stocks that come in, the money is used for 
construction, for instance. 

Mr. Tuomas. Of course, the National Production Authority people 
are taking from the total national economy only 15 percent. 

Mr. Bane. In what, in taxes? 

Mr. THomas. The total production of the national economy. 

Mr. Bane. They contemplate, at least to some extent, channeling 
private investments into defense production. 1 know, at least I have 
heard it said. 

Mr. Tuomas. Only 15 percent, that is, of the total national pro- 
duction. That is a blanket average, across the board. In steel they 
may take 60 or 55 percent. In this industry they may not take but 
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3 percent; in this one, 10 percent, but the average is only 15 percent 
of the total national production. 

Mr. Lunp. There is, sir, an effort, however, to counterbalance that, 
is there not, with expansion so that the 15 percent will not affect the 
economy and we will be able to run the same type of civilian economy 
that we have today. 

Mr. Bane. I would like to add one other thing, Judge. That 
trustee indenture that vou read there is the only item, I think, except 
one other which decreased. 

Mr. THomas. Of course, that is the smallest one of your activities. 

Mr. Bane. That is right. That decreases; the others increase. 

Mr. Tuomas. I didn’t mean to read the smallest one. 

Are there any further questions? 

Mr. Youauem. I know I have been monopolizing the conversation, 
but there are one or two points I would like to make very briefly. 
First, I know you will not overlook the fact that we have reduced 
our requests. 

Mr. Tuomas. You certainly did. 

Mr. YouALeM. Secondly, I want to impress upon you that we are 
reaching rock bottom and that you can’t keep reducing. There are 
some people in the staff that you have got to have, whether you have 
got 1 or 50. 

Mr. Tuomas. Where is the Chief Counsel? 

Mr. Hiuv. I can tell you that the workload in that office is not 
limited by the number of briefs they write. They are general lawyers 
for the Commission. They get all kinds of inquiries from the public. 
They have letters to answer. They render advice to the other divi- 
sions. This miscellaneous work probably accounts for more time 
than the brief-writing. 

Mr. Tuomas. After you have been in one of these agencies that 
operate under two or three specific statutes, you have got those trial 
examiners there; you have got these financial experts, like old Judge 
Bane. He can give you more law in 15 minutes than all the lawyers 
put together. Thank you very much for coming. It is nice to see 
you gentlemen again. 


Turspay, Marcu 20, 1951. 
DISPLACED PERSONS COMMISSION 


WITNESSES 


JOHN W. GIBSON, CHAIRMAN 
EDWARD M. O’CONNOR, COMMISSIONER 
DAVID H. BARAL, BUDGET OFFICER 


Funds available for obligation 


1950 actual | 1951 estimate | 1952 estimate 


Appropriation or estimate __. : . | $4, 210,000 $8, 000, 000 $8, 260, 000 
Unobligated balance, estimated savings . _ ; 987, 673 | —600, 000 | 
Savings under sec. 1214 : — 7 OE — 200, 000 


Obligations incurred 3, 222, 327 7, 200, 000 | 8, 260, 000 
Comparative transfer from | 
ment of State’. .__.. ; aah ‘ 3, 73, 000 | 


Total obligations Pepe 3, 295, 3% 7, 273, 000 , 260, 000 
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Obligations by activities 

















Description 1950 actual 
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1951 estimate | 1952 estimate 























































01 































































































































01 






02 
03 
04 
05 
06 
07 
O08 






















ALLOCATION TO DEPARTMENT OF 


Total number of permanent positions 
Average number of all employees. - - 





1 








1. Selection and resettlement of displaced persons, war | 
®P orphans, and refugees of ethnic German origin.__.______-| $1, 644, 317 $4, 400, 000 | $7, 080, 000 
ic en ee | 281, 979 700, 000 200, 000 
3. Health examination... ete Nek peated 173, 873 450, 000 180, 000 
MMU... 33.55...) 505200s-.licoke. ea. | 703, 225 1, 073,000 300, 000 
eS ee ee | 201, 456 361, 700 210, 635 
6. Resident alien registration.________. ne RE ot I hg TD Bae OS | 290, 477 288, 300 289, 865 
eR a he 3, 205,327 | 7, 273, 000 8, 260, 600 





DISPLACED PERSONS COMMISSION 





Total number of permanent positions. ____- CPCI RET ae 345 405 
Full-time equivalent of all other positions 
Average number of all employees_- a 





Personal services: 


dele 2 
fcolee 321 | 375 











Permanent positions............._._.__- lc aad ila $1, 195,226 | $1, 439, 750 $990, 000 
Part-time and temporary positions ng ; ‘ | 4, 607 eee Waseda ates ti 
Regular pay in excess of 52-week base________- aN Pe. 3 ee -| 2, 500 
Payment above basic rates- 54, 539 “70, 500 | 40, 000 
Payments to other agencies for reimbursable details. _- 20, 426 24, 750 | 17, 500 
Total personal services... a aie 1, 278, 073 | 1, 535, 000- | 1, 050, 000 
02 Travel as STAT Sak: 88, 757 132, 000 | 286, 000 
Travel for sec. 12 cases. eh |_....-..---.-| 1,250,000| 4,375. 000 
03 Transportation of things =X Ce FRE BR i onataeal 11, 153 20. 000 25, 000 
04 _ Communication services. ..........__- SAE I | 35, 676 45, 000 35, 000 
05*¥ Rents and utility services..____. sped areas ta teces 951 2, 000 2, 000 
06§ Printing and reproduction. ----- ; aS 12, 1% 12, 000 12, 000 
07 Other contractual services | 8, 000 8, 000 . 000 
Services performed by othe r agencies we : 150, 221 150, 000 80, 000 
08 Supplies and materials_____. =e 20, 268 30, 000 10, 000 
c9 Equipment. Cave as Page Se ate tol 39, 090 16, 000 5, 000 
16 Investments and loans (net) - - ; notin Eire et nats 1, 200, 000 1, 200, 000 
I ce kde ene 1, 644, 317 | 4, 400, 000 


7, 080, 000 





ALLOCATION TO THE PUBLIC HEALTH SERVICE, FEDERAL 
SECURITY AGENCY 


























Total number of permanent positions____- Rina | 29 51 48 
Full-time equivalent of all other positions_- : | 1 Pe ld bop cebhinn 
on Average number of all employees- ---_-.----- —_s a 22 41 13 
Oe 01 Personal services: 
EE Permanent positions..............-- $90, 538 $175, 374 $87, 192 
4 3 Part-time and temporary positions............-- 5, 041 OE eee ee ee 
Ps Regular pay in excess of 52-week base___-- | EERE ap 158 
. Payment above basic rates... __- 4 } 8, 165 33, 465. 3, 300 
" | 
4 Total personal services_..................... 103, 970 206, 480 90, 650 
Bi Deduct charges for quarters and subsistence - - 3, 900 5, 980 5, 650 
Ee Net personal services... .._. EE CL IS 100, 070 200, 500 85, 000 
bits 02 Travel_. ; Na ee pct 24, 369 39, 800 30, 000 
ae 03 ‘Transportation of things..._...............-.-....---.--.-| 19, 696 31, 000 14, 000 
boa 04 Communication services._........._- he te, Cr at, 203 3, 700 400 
G6 Rents end Utility services.......................... ENS) BRE re ok : 8, 800 2, 000 
07 Other contractual services... ...- a 13, 096 111, 300 45, 600 
08 Supplies and materials.............-.- } Pe OS | 12, 935 32, 500 2, 500 
: fo SSS Be ER eats | 3, 504 22, 400 500 
ce st I US 8 ae ye 7 450, 000 180, 000 





THE ARMY, 
OF DEFENSE 








Personal services: 











| 

Permanent positions._.______- ek $172, 308 $375, 050 | $103, 945 
Regular pay in excess of 52-week base. -- on gh Raga caeeegty 355 
Payment above basic rates 10, 283 | 67, 360 | 3, 800 
Total personal services..........--..--- sd 2 183, 287 | 442, 410 | 108, 100 
Travel Sahiod : : 10, 262 198, 700 | 50, 500 
Transports ation of things___.-._- been se etetiaaliitedatans 3, 271 | 600 | 600 
Communication services ‘ anne a 2, 046 3, 000 | 2, 000 
Rents and utility services : Booth 3, 873 10, 200 | 10, 200 
Printing and reproduction : s digas 205 1, 800 | 600 
Other contractual services - - .- ; meP, : 2, 234 | 4, 800 | 2, 500 
Supplies and materials : SY ANS 2 Creare 76, 656 i 37, 180 | 23, 690 
oon We Ee a Pee: EEA a __ M5 1,310 | 1,810 





200, 000 
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Obligations by objects 





| { 
“Object classification | 1950 actual | 1951 estimate 1952 estimate 





ALLOCATION TO IMMIGRATION AND NATURALIZATION SERVICE, 
DEPARTMENT OF JUSTICE 


Total number of permanent positions__-..-................--- 
Full-time equivalent of all other positions................._- : 
Average number of all employ 


01 Personal services: 
Permanent positions__. 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total nmin services. 


311, 201 539, 500 | 
Trav el 


52, 212 | 89, 100 | 


436, 100 
60, 100 


Rents and ati A rap eth rei ee aaa ies ag 
Printing and reproduction. 
Other contractual services... -- 
_ Serv ices pe rformed by other agencies_. : seen 
8, 000 | 
10, 900 | - 


491, 933 | 650, 000 | 500, 000 


ALLOCATION TO DEPARTMENT OF STATE 


Total number of permanent positions 201 
Average number of all employees 





01 Personal services: | 

: Permanent positions. __-- $569, 442 | 
Regular pay in excess of 52-week base 
Payment above basic rates. 


oe 

$758, 504 $207, 010 

1, 765 | oat 570 

44, 330 79, 440 | 7, 020 
$37, 944 | 214, 600 
56, 100 | 33, 350 
60, 100 | 31, 890 
19, 730 | 15, 500 
11, 886 





ete OCNGUN ROU UIN con nc - cseassnuasaaadls 
Travel 
reeeennes GN GMD. eo oc ic cee cudékannos 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials_-_.__.___- 
Equipment 


| 
615, 537 | 
33, 518 | 
| 
| 


21, 394 | 
13, 311 


Total obligations 703, 225 | 1, 073, 000 | 300, 000 
SUMMARY 


Total number of permanent positions ee 
Full-time equivalent of all other positions.. 
Average number of all employees 





01 Personal services: | | 
Permanent positions_. _- : $2, 326, 032 | 
Part- time and temporary positions : ee 18, 248 | 
Regular pay in excess of 52-week base 
Payments above basic rates is 
Payments to other agencies for reimbursable details___- 


$3,288,178 | $1, 822, 247 


| 5, 583 

52 240, 765 54, 120 

20, 426 24, 750 | 17, 500 
2, 499, 068 8, S61, 334 
3, ‘900 5 » 980 

2, 488, 168 me 4 555, 354 | 

209, 118 


Total personal services__.- 


, 899, 450 
Deduct charges for quarters and subsistence 


5, 650 


SS cetinaabaein 
Net personal services _.............-.--- 
Travel. _. 
Travel for sec. 12 cases___._.----_- is 
Transportation of things 


, 893, 800 
515, 700 | | 453, 950 
, 250, 000 , 375, 000 


1, 885 | 111, 700 | 71, 490 


Communication services 

Rents and utility services... ....-- 

Printing and reproduction __ _- 

Other contractual services ‘ 
Services performed by other agencies 

Supplies and materials_. 

Equipment wes 

Investments and loans (ne t) 


Total obligations 


40, 
6, 
12, 
46, 
257, 


121, 


3, 295, 


733 | 71, 430 | 
570 | 34, 336 
337 15, 988 | 
049 145, 494 | 
264 150, 000 | 
786 120, 991 | 
101, 957 | 


- 200, 000 


327 7, 27: 3, 000 


52, 900 
14, 200 
12, 900 
55, 510 
80, 000 
42, 940 
7,310 
1, 200, 000 


8, 260, 000 
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Mr. Tuomas. Gentlemen, we have the pleasure this afternoon of 
having with us the Displaced Persons Commission. We have its 
Chairman, Mr. John W. Gibson, Commissioner Edward M. O’Con- 
nor, Mr. David H. Baral, budget officer; and other representatives 
from the Commission and other agencies participating in this program. 
It is nice to see all of you. 

a Mr. Chairman, if you have a statement for us, we will be delighted 
i] to hear from you. 










GENERAL STATEMENT 

























Mr. Gisson. Thank you, Mr. Chairman. I do have a summary 
statement and it contains additional information to the regular justi- 
fication which accompanied the budget itself. 

I want to say I appreciate very much the many courtesies you have 
extended me as Chairman of the Commission, both in delaying this 
hearing until we could come back from Europe and in the one post- 
ponement we had to ask for since I have been back. Again my 
thanks for your courtesies. 


sir iit ei bossa xincanitabinle 


I returned last Friday, March 9, from a hurried but intensive 4-week 
£ study of the overseas operation of the Commission’s program in 
‘ Germany, Austria, and Italy. During the course of my study, I 
ae inspected the various Commission offices located in Bremen, Ham- 
Te 


burg, Rastatt, Augsburg, Ludwigsburg, Munich, and Schweinfurt in 
athe Germany, Salsburg and Vienna in Austria, Rome and Naples in Italy,. 
as well as, of course, our central office in Frankfurt, Germany. In 
addition to the studies which I made at these offices, I conferred with 


Hee Mr. MeCloy, the High Commissioner for Germany, and with Mr. 
) Donheily, the High Commissioner for Austria, with officials of the 


fa Bonn Government in Germany, with officials of the Austrian Govern- 
| ment, with officials of the ECA, with corsular, immigration, public 
health, and Army officials who participate in our program, with IRO 
officials in Geneva, overseas representatives of the various voluntary 
agencies, and with representatives of the Italian Government while 
i was in Rome. 

I could have profitably spent more time on our program abroad but 
| was mindful of the necessity of being here for these hearings. I feel 
aH satisfied that I have acquired a workable knowledge of the operation 
Bi of our program abroad and feel that the information which I have 
gathered will be of value in this discussion of our budget estimates. 


MAJOR 







CHANGES IN THE ACT 
As you know, the Displaced Persons Act was amended in the second 
session of the Eighty-first Congress in a number of important aspects. 
The activity of the Displaced Persons Act, with reference to [RO dis- 
placed persons, was extended to June 30, 1951, and the program for 
German expellees (section 12) and war orphans (section 2 (f)) to June 
30, 1952. The number of admissible eligible displaced persons and 
orphans was increased from 205,000 to 341,000. Provisions were 
made within this ceiling for the admission of special groups such as 
the Anders Poles (Polish war veterans in Great Britian), European 
refugees from China, Greek refugees, recent political refugees from 
behind the iron curtain, and the refugees from Venezia Giulia. The 
cut-off date of December 22, 1945, when the person must have entered 
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Germany, Austria, or Italy to qualify for admission, was advanced to 
January 1, 1949. A provision was added requiring that sponsors of 
displaced persons must be American citizens. In addition, security 
requirements were augmented. <A good faith affidavit was required 
of each immigrant and provisions for the benefit of German expellees 
were broadened and made a primary responsibility of the Displaced 
Persons Commission. Loans for the reception and inland transporta- 
tion of persons admitted under the act were authorized under section 
14 of the act. 


RELATION OF THE PROGRAM TO CURRENT MANPOWER MOBILIZATION 


I would like to call your attention to several steps that we have 
recently taken to tie our program into the current mobilization effort. 
Our aim, of course, is to select the kind of displaced persons and 
expellees who are most needed in this country. Some of these needs 
are in very crucial occupations such as tool and die makers or hard- 
rock miners for nonferrous metals such as copper. Of course, the 
shortage in agricultural labor continues in this country, and we are 
giving a high priority to the continuing selection of such persons. 
You no doubt know that many of the expellees were substantial and 
successful farmers in their homelands in Eastern Europe. As for these 
metal-working occupations, | know from my own experience and have 
been told by employers, labor leaders, and occupational analysts that 
the European, with his intensive apprenticeship, is fully equipped to 
work as a journeyman in American industry. 

There are two different ways in which we are proceeding to achieve 
this tving in of the selection of displaced persons and expellees to the 
current manpower needs of the country. Previously, it had been our 
practice to consider a person only after an American had provided 
the necessary assurances of employment, housing, and against becom- 
ing a publie charge. We are now authorizing what we call pre- 
processing, which consists of consideration—up almost to the issuance 
of visas—of persons in certain scarce occupations prior to the receipt 
of the necessary assurances. We are authorizing for preprocessing, 
upon the adyice of the appropriate Federal agencies, only occupations 
now in short supply or soon to be in short supply. It should be noted 
that except for the point at which selected displaced persons and 
expellees are matched against specific assurances, namely the visa 
consideration stage, all the present steps in the processing procedure, 
including the extensive security investigation, remain unchanged. 

The second way of achieving the tie-in is to screen the individuals 
even more carefully as to occupational qualifications. To this end, 
the Commission has sent abroad two teams of preprocessing selectors. 
The first team composed of 14 occupational analvsts—all of whom 
were previously in the employ of State employment services and were 
recommended by the Department of Labor—to screen and pass upon 
the occupational qualifications of those being selected for industry. 
The second team is composed of agricultural specialists, who were 
county agents, farm extension workers, and farm specialists who speak 
German and who are screening and selecting farm workers coming 
into this country under the program; these agricultural specialists have 
all been recommended by the United States Department of Agriculture. 
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This new procedure which we call our preprocessing program has 
been received with considerable enthusiasm by employers, State em- 
ployment services, Federal agencies, county agents, and farm leaders 
throughout the country. 

I might say in the early days of this program, I am informed, con- 
siderable difficulty was experienced with people being sent over as 
farmers who had followed some other vocation in Europe; likewise, 
certain skills and qualifications of certain workers were represented 
to be one thing, but when they arrived here they did not have them. 

Mr. Anprews. Did not that constitute a fraud under the applica- 
tion? 

Mr. Gipson. I do not think it did at that time. I think it might 
now. 

Mr. AnprEws. How many of those kinds of people came over— 
Be . namely, those people who signed up under one occupation and then 
aE refused after they got here to work in that occupation? 

Mr. Grsson. We have no way of knowing, because they are shipped 
out of New York by voluntary agencies to different parts of the 
ai country. Occasionally we get a complaint about them. 

i Mr. Anprews. I[ saw a newspaper story from New Orleans to the 
effect that 60 or 70 persons in a shipload of refugees that came in left 
58 the farm and headed for New York. Do you know anything about 
ue that story? 

ee Mr. O’Connor. No. I think that story applied not to a shipload 
i but to people who had been settled in certain farm families in Louisiana 
who were there but a few weeks or a few months and who did leave 
ee _ their place of employment and did go up to some agricultural States, 
principally lowa and Wisconsin. 
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DEPORTATION OF DISPLACED PERSONS 





re Mr. Anprews. Do you have any record of any of these people who 
4 have been brought in here who are not now working and are on relief 
h.| rolls? 

Mr. O’Connor. No. But we have recent figures from the Immi- 
gration and Naturalization Service which indicate that only five cases 
have been held for becoming public charges. 

Mr. Yates. Do not you have guarantors for those? 

Mr. O’Connor. We have assurors; yes. That is a part of the re- 
quirement of the law to insure against the likelihood of their becoming 
public charges. 

Mr. Yarrs. With respect to those five cases, are they nevertheless 
public charges despite the fact that you have assurors? 

Mr. O’Connor. They became public charges under the interpre- 
tation despite the liability of the sponsor. ‘They are therefore sub- 
ject to deportation. 

Mr. Yates. They are subject to deportation? 

Mr. Gipson. Yes. 

Mr. AnprEews. How many have you deported? 

Mr. O’Connor. The Immigration and Naturalization Service does 
the deporting. Three displaced persons have been deported to date. 

Mr. Yares. In other words, there were three out of five 

Mr. O’Connor. There were three altogether. 

Mr. Gipson. On this other broader problem you raised, I think 
we have made immeasurable progress since the good faith oath was 
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put in the amended act last year in keeping those people in the jobs 
they certified they were willing to take when they came over here. 
I was going to touch on that in another part of my testimony, but it 
has had a very good effect upon the stability of the people staying 
with their original sponsors, because they presumably could be 
deported for jumping their good faith oath. 


NUMBER OF DISPLACED PERSONS IN THE UNITED STATES 


Under the sections for which the Commission has primary responsi- 
bility, 223,770 had arrived in this country by March 9, 1951. Under 
all sections of the act, 247,726 visas had been issued by January 31, 
1951. The breakdown is as shown in table 1. 


VISAS AUTHORIZED AND ISSUED 


You will note in table No. 1 that of the 301,500 visas authorized, 
230,684 have been issued, leaving available 70,816 as of January 31, 
1951. There is a breakdown by specific groups. In the case of the 
recent political refugees, 500 are authorized; none have come in; there- 
fore, there are 500 available. Of the IRO and Greek orphans—— 

Mr. Yates. What does “recent political refugees’? mean? 

Mr. Gipson. That is a small group that was over there. We have 
to have certification by the Secretary of State and the Secretary of 
Defense which permits their entry into this country. I think they 
are mostly people who might come from behind the iron curtain, and 
who might have information this country wants. 

Mr. Yares. Is this Central Intelligence Agency people? 

Mr. Gipson. Not necessarily. 

Mr. O’Connor. They have 100 included in an act of their own 
This applies solely to the 500 people whose admission to the United 
States is certified to, as the Chairman said, by the Secretary of State 
and the Secretary of Defense and whose admission is in the national 
interest, who are presumed to have a certain kind of information 
needed here. 

Mr. Gisson. Or certain qualifications. In the case of the TRO and 
Greek orphans, 5,000 visas were authorized; 762 have been issued, 
leaving 4,238 visas available. 

Of war orphans, 5,000 were authorized; 147 have been issued, 
leaving 4,853 still remaining available. 

Venezia Giulians, 2,000 authorized, none brought in, 2,000 available. 

I might say that we had some problems between our agency and 
the two participating agencies over the eligibility of this group, and 
by sitting down in a three-way meeting between the Department of 
Justice, the State Department, and our Commission yesterday we 
worked out an arrangement which clears the way to start the processing 
of the Venezia Giulians, and we have a number of them pretty well 
in the processing stage in our office in Italy, and that figure ought to 
change pretty rapidly. 

In the case of German expellees, 54,744 were authorized; 10,248 
visas have been issued to January 31, leaving 44,496 available. 

Of adopted children, only seven had been visaed, and there was an 
indeterminate number available, because those are first priority Ger- 
man and Austrian quotas. 
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In the State Department program they administer: Shanghai refu- 
gees, 4,000 authorized; 2,128 came in, leaving 1,872 visas unfilled; 
Polish veterans in Great Britain, 18,000 authorized; 2,282 had been 
visaed by January 31, leaving 15,718 available. We were informed 
vesterday by the State Department that there has been a considerable 
increase in activity in this group very recently. 

Greeks in Greece, 10,000 authorized; 1,117 have been visaed ; 8,883 
ib, visas still available. 

Out-of-zone refugees—this includes 50 percent of nonpreference 
quotas, 1951-54—351 have been visaed, and the total number is not 
determined. 

- Mr. Coupverr. This series of groups you say is administered by the 
B State Department. How do they get in your budget? 

Mr. Gisson. They were authorized by our act, and the Budget 
ae Bureau has insisted that everything authorized by the DP Act be in 
the same appropriation bill. That is the reason; we had the argument 
out with them two or three times, and I think the chairman raised it 
last year in the meeting of the committee. The Budget Bureau still 
insists that it wants a central accounting for all moneys expended on 
the DP program. 

v Mr. Coupzrr. Are you justifying the State Department budget? 

Pi Mr. Girson. We will in my testimony. 

i Mr. Couprert. Or is there a representative from the State Depart- 

ment who is supposed to carry the ball? 

a Mr. Grrson. We will carry it, but he is here if you want to ask any 
questions, 
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DP’S CONSIDERED FOR VISAS 


a The sections for which the Commission has primary responsibility 
a are sections 2and 12. Except for orphans under section 2 (e) and 2 (f), 
it is required that all persons being considered by the Commission be 
in Germany, Austria, or Italy. 

Of these groups, some 92,000 persons under section 2 and about 
30,000 persons under section 12 are now being actively considered. 
Of course, not all persons considered receive visas. Some are rejected 
or disqualified under one or more provisions of the Displaced Persons 
Act or general immigration laws. Our operating experience under 
section 12 is insufficient to give us a reliable base for estimating losses, 
although from State Department experience we anticipate a loss of 
at least 5 out of 6 cases. 

An examination of our operating experience with section 2 through 
December 31, 1950, indicates that of every 1,000 cases to which con- 
sideration is given, 570 ‘“‘survive’’ and receive visas, whereas 430 are 
“mortalities” at one or another stage of processing. 

I have here copies of a brief statement on mortalities and survivals. 
It is just a breakdown of the mortality per 1,000 cases considered to 
the total. 

Returned by [RO—that is the original point of documentation— 
319; investigated, 94; sent to consul, 17. In other words, we get 17 
rejections at the consular stage out of 1,000. The total visas issued 
are 570 out of 1,000. 

Table 1 gives data on visa issuance through January 31, 1951. 
In the subsequent 5 months until the end of the fiscal year, from 
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about 52,700 to about 54,700 persons are expected to be visaed under 
all provisions of the act and to arrive in this country by October 31, 
1951. Table 2 supplements table 1 and shows the number of visas 
expected for each category in that 5-month period, and the number 
expected to be unissued by the end of the fiscal year. 

The reason for the inability of the Commission and the State 
Department to process and issue visas within the time prescribed for 
sections 2 and 3, that is by June 30, 1951, is due to a variety of reasons, 
such as a necessity for adoption of new procedures under the amended 
act, the implementation of additional security requirements, shipping 
due to the Korean situation, the multitude of staff resignations due to 
“war jitters’ and the necessity of training of new personnel, the 
slow-down in nominations by sponsors against assurances because of 
selectivity requirements, the reshuffling of top Commission personnel 
in Europe, and the requirements of the Internal Security Act of 1950. 


BUDGET REQUEST, 1952 


We are requesting for the fiscal year 1952 the sum of $8,260,000. 
Certain of the activities under the Displaced Persons Act, as you 
know, will terminate as of June 30, 1951, so that the budget estimates 
which we submit here today will be, in part, a liquidating budget. 
The sum of $700,000 is our estimate for the cost of this liquidation. 

The sum of $7,560,000 is our estimate for the cost of the adminis- 
tration and operation of sections 12, 2 (f), 4, and 14 of the act during 
fiscal 1952. As you know, the authority for visa issuance under 
sections 12 and 2 (f), which I have just mentioned, does not expire 
until June 30, 1952, 1 year from the date of the termination of the 
portion of the program for which the liquidating estimate has been 
made. As you know, the operation of section 4 will continue during 
the next fiscal year. 

Section 12 provides for the selection and immigration to the United 
States of German expellees and includes their ocean transportation— 
section 2 (f) provides for the selection and immigration of 5,000 war 
orphans in 18 countries in Europe which are not now behind the iron 
curtain. Section 4 provides for the adjustment of the immigration 
status of a maximum of 15,000 displaced persons who are already in 
this country, and is administered by the Immigration and Naturaliza- 
tion Service of the Department of Justice. In addition, the estimate 
of $7,560,000 includes authorization of $1,200,000 for loans under 
section 14 to finance reception and inland transportation within this 
country, principally German expellees, under section 12. 

The estimate for the cost of administration and operation of sec- 
tions 12, 2 (f), 4, and 14 of the act is an estimate based upon certain 
program accomplishments for the current fiscal year. These esti- 
mates were made in October of 1950. Since that time, situations over 
which we had no control and to which | have referred, have resulted 
in a lower rate of accomplishment than had been expected. Thus, 
more remains to be done in fiscal year 1952, and therefore it is quite 
possible that this budget request will not cover the entire program 
for that fiscal year. If this should be the case, it may be necessary to 
submit a supplemental estimate at a later date. 
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PARTICIPATING AGENCIES 


The money for liquidation and continued operation of sections 
12, 2 (f), 4, and 14 will be divided among the participating agencies 
as follows: the United States Public Health Service will require from 
this appropriation $180,000, the State Department will require 
$300,000, the Immigration and Naturalization Service will require 
$500,000, the Army will require $200,000, and $7,080,000 is for the 
Displaced Persons Commission. Out of this $7,080,000, $1,200,000 
is for loans and $4,375,000 for transportation, leaving a balance of 
$1,505,000 for operations. It should be kept in mind that the 
$1,200,000 and the $4,375,000 mentioned above do not include any 
administrative costs. 

I want to emphasize that the amounts involved will be used in part 
for the liquidation of all the activities due to end by June 1951. For 
example, out of the balance of $1,505,000 which the Commission will 
have for operating expenses, it will have to finance such items as 
terminal leave, ocean transportation from Europe of employees, their 
families, their possessions, the movement of files and equipment and 
all other expenses attendant to closing the operation of a program. 


WORK OF THE DEPARTMENT OF THE ARMY 


. 

The Department of the Army conducts required loyalty and integ- 
rity investigations in the United States occupied areas of Germany 
and Austria of potential immigrants to the United States. These 
investigations are conducted by the Counterintelligence Corps of the 
Army, and consist of collecting loyalty and integrity data reported to 
the Displaced Persons Commission for use in determining the appli- 
cant’s eligibility for immigration. It is necessary that these investi- 
gations be conducted in as thorough and complete a manner as pos- 
sible. This requires a personal interview of each applicant for immi- 
gration; a community check of disinterested individuals having 
knowledge of the applicant; the taking of and checking his finger- 
prints; and a thorough check against existing German documents, 
police records, and United States military intelligence data on hand 
in Germany and Austria. 

In 1952 the Department of the Army will be concerned with the 
processing of German expellees. The amount of time and effort 
required in these cases will probably be considerably greater than in 
the case of IRO displaced persons. The area in which the German 
expellees are located is larger than in the case of IRO displaced persons. 
Likewise, due to the more recent arrival of the German expellees in 
the western zones of Germany and Austria and their distribution over 
greater areas, it will be much more difficult to locate them, and to 
find records about them. Furthermore, there has been no general 
registration of these people, and over 90 percent are not living in 
camps. The IRO displaced persons, in contrast, have been registered 
and reregistered, and pretty much segregated and under the direct 
control of the occupation authorities for the past 6 years. 





WORK OF THE UNITED STATES PUBLIC HEALTH SERVICE 





A thorough medical examination is given each immigrant. The 
United States Public Health Service conducts these medical exami- 
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nations as part of the visa issuance procedure. The examining doctor 
has available the results of X-ray and blood tests. Specialists in the 
fields of psychiatry, tuberculosis, and so forth, are on the staff. In 
addition, upon arrival of the immigrant at an American port of entry, 
the Public Health Service again interviews him. 


PROGRAM OF THE DEPARTMENT OF STATE 


In addition to the Department of State’s activities in connection 
with programs for which the Displaced Persons Commission has pri- 
mary responsibility, the amendments to the Displaced Persons Act 
added several new categories of persons not formerly covered in any 
way and gave the Department of State primary responsibility for them. 
These new categories are, the so-called China refugees, the Ander’s 
Poles in England, the Greek refugees, and the ‘‘out of zone’’ refugees. 


CHINA REFUGEES 


Included in the China refugee category are the IRO refugees who 
were in a camp in the Philippine Islands. In order to process visas 
for these people, the Department informs us that it established a sub- 
post in the [RO camp on the island. Arrangements were made with 
the United States Public Health Service for conducting medical exam- 
inations at the subpost. As a result, the program for issuing visas to 
qualified applicants among the members of the camp was practically 
completed by January 31, 1951. The Department states it was able 
to close the subpost as of January 31, 1951, and arrange for the com- 
pletion of all pending cases through the Embassy at Manila. Other 
visas issuable under this program are in process of consideration at 
regularly established consular offices elsewhere. 


’ 
ANDERS POLES 


On the basis of information it received from the consular offices 
abroad and organizations in the United States, the Department of 
State established special subposts for handling Ander’s Poles at 
London, Liverpool, and Glasgow. The demands for visas did not 
reach the volume expected. Several factors seem to have contributed 
to this. The Department states that, for one thing, it appears that 
many of the Ander’s Poles have become settled in England, have 
married English girls, have well-established homes and jobs which 
they are reluctant to leave. For another, IRO or Government 
transportation is not made available to the Ander’s Poles. - 


GREEK REFUGEES 


Offices for the Greek Refugee program were established at Athens 
and Salonika. 

The Department of State reports that a number of factors have been 
involved in preventing the Greek program from proceeding quickly 
in volume. First, the consuls in Greece had no previous record of 
most of the people the new law covers. Large numbers of such persons 
had to be registered after the law was passed. Secondly, the estab- 
lished voluntary agencies interested in immigration work have taken 
much longer to organize their interest in the activities in behalf of 
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the Greek program than originally expected. The lack of affidavits 
of support or assurances apparently deterred the Greek refugees 
from applying. A report to the Department from the Embassy in 
Greece stated that a sharp rise in the number of applications received 
occurred immediately after the arrival in Greece in early January 
of the representative of the principal voluntary agency interested in 
the Greeks. Third, it has been stated by the representatives of the 
principal agency interested in the Greeks that the necessity to supply 
funds for transportation has considerably delayed their efforts to get 
assurances. Fourth, this provision limits eligibility to those who are 
chargeable to the Greek quota and automatically eliminates approxi- 
mately 1,500,000 Turkish-born Greek citizens, most of whom have 
been in Greece since the exchange of populations in 1922-23, and most 
of whom have resided in the northern part.of Greece, where depreda- 
tions by the ocefipation forces and the Communist guerrillas were most 
severe, 

The fifth important factor which the Department of State states 
materially affects the Greek program is the difficulty encountered in 
Greece with security clearances. In this connection it should be 
noted that the only people who can qualify as the nonpreference 
Greek refugees are those who were in the areas in which the Nazi and 
Communist influence was the highest. In addition, a number of 
conditions peculiar to the Greek situation have made valid security 
checks exceedingly difficult to obtain. For example, one of the causes 
for delay arises from the inability of the Greek security agencies to 
check their files at a more rapid rate than is presently possible. 


OUT-OF-ZONE REFUGEES 





Applicants under section 3 (c) may apply anywhere in the world as 
contrasted with the specific areas established for other programs 
under the act. 

Under the State Department ruling the out-of-zone eligibles are 
persons who are of any European origin who were displaced from any 
country or countries in which they were born, nationals, or resided, 
as a result of events subsequent to the outbreak of World War II. 
The Department of State informs us that in short, a vast number of 
people who have moved about under all kinds of situations and con- 
ditions are covered. For example, this includes persons who have 
fled successively from one country or area to another under conditions 
making valid identification and documentation extremely difficult, 
if not impossible. Furthermore, during the decade in which they 
may have moved about, political, social, and economic conditions 
in the various European countries have changed considerably. These 
have all been sources of difficulty in administering the program. 

In order to qualify under section 3 (c), applicants must show also 
that they cannot return to their countries of birth, nationality, and last 
residence because of persecution or fear of persecution on account of 
race, religion, or political opinions. If the applicant has one country 
of birth, another country of nationality, and still another country of 
last residence, he must be unable to return to all three such countries. 
This feature of the law causes the consular officer to examine each 
applicant carefully with respect to all three conditions. The country 
of birth is not difficult to identify. But the questions of nationality 
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and last residence raise some technical questions to be resolved about 
which the consular officer is likely to need technical advice. In 
addition, applicants under section 3 (c) must be able to show that they 
have not been firmly resettled in any other country. This particular 
requirement according to the Department of State presents an ex- 
tremely difficult problem of administration. 


WORK OF THE IMMIGRATION AND NATURALIZATION SERVICE 
IMMIGRANT INSPECTION 


The Immigration and Naturalization Service has a force of inspec- 
tors and clerks in Europe to preexamine applicants to determine their 
eligibility for admission to the United States for permanent residenee 
under all United States immigration laws not inconsistent with the 
Displaced Persons Act, as amended. Also, a force is required in 
Washington to receive the visas from ports of entry, set up files and 
records, punch cards, and summarize the statistical reports required 
each 6 months as to the employment status, place of employment and 
residence of the persons and the members of such person's family. 


RESIDENT ALIEN REGISTRATION, SECTION 4 


Under section 4 of the Displaced Persons Act, as amended, the 
Immigration and Naturalization Service receives applications from, 
investigates and grants hearings to displaced persons who entered the 
United States prior to April 30, 1949. If they are qualified for per- 
manent residence status under section 4, the Service reports to Con- 
gress all the pertinent facts in each case and, upon favorable action 
by Congress, collects the prescribed fee and records admission for 
permanent residence as of date of last entry into the United States. 

The law permits filing of applications until a total of 15,000 have 
been granted adjustment of status, but applications may not be filed 
after June 16, 1952. Present indications are that the limit of 15,000 
will not be reached prior to June 16, 1952. As of March 1, 1951, a 
total of 8.210 applications have been received. Of these, 5,688 had 
been investigated. Hearings had been granted to 5,013. The Service 
had denied 707 and sent 1,207 to Congress with recommendation for 
affirmative action. 


WORK OF THE DISPLACED PERSONS COMMISSION 


Of the programs which remain for operation in the fiseal year of 
1952 the Commission has primary responsibility for sections 12 and 
2 (f), as well as for loans under section 14 and the necessary activities 
attendant upon resettlement. 


RESETTLEMENT 


The resettlement activities of the Commission have played and will 
continue to play an important part in the successful operation of the 
program. Kesettlement involves not only the completion of sound 
employment, housing and citizenship opportunities for displaced per- 
sons after they arrive but entails extensive advance arrangements. 

The first order of business in connection with the necessary prep- 
arations prior to the displaced person’s arrival is the education of the 
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immigrant as to what his duties and responsibilities will be in the 
United States. This educational or orientation project specifically 
undertakes to interpret section 6 of the act, which requires an alien 
to state in writing under oath that he accepts and agrees in good 
faith to abide by the terms of the employment provided in the assur- 
ance. This requirement is aimed at fraud at the outset and is not 
intended as a means of general labor management controls. When 
the act was amended the managers on the part of the House had the 
following to say: ‘The Displaced Persons Commission’s statutory 
obligations in connection with resettlement are being increased and 
there is imposed upon the Commission the obligation to provide the 
displaced persons overseas with information and guidance as to their 
responsibilities to American sponsors and the American community.’ 

The meaning of this provision of law is presented both orally and 
in writing in the language of the immigrant at three different stages 
of the processing in Europe—at the time of nomination, at the point 
of consular interview and just prior to:embarkation. 

The immigrant is also offered the opportunity to study English in 
special classes from the moment he enters the resettlement center for 
processing to the time he sets foot on the American shore. He has 
the advantage, furthermore, of lectures in his own language on the 
basic geographical, historical and democratic facts of American life, 
illustrated by descriptive material of appropriate character and visual 
aids. 

Under the supervision of the Washington office of the Commission 
and its field staff, the State displaced persons commissions and com- 
mittees play a leading role in coordinating resettlement activities in 
their respective States. Such commissions have been established in 
34 States either by executive authority of the Governor or by legis- 
lative authority. They participate in the evaluation of resettlement 
opportunities available in the form of employment and housing. 
They offer advisory assistance both to the displaced persons and the 
American sponsors and perform a wide range of practical services. 

A most significant role in the program is played by the voluntary 
welfare agencies, which, under the direction of the Federal Commis- 
sion, provide assurances, reception facilities, and arrange for trans- 
portation from ports of entry. Working with these voluntary agencies 
to coordinate their activities with the programs of the State commis- 
sions is one of the large resettlement requirements fulfilled by the 
Commission. 

The preprocessing system, which has been referred to earlier in this 
statement, will result in a larger number of cases being handled for 
placement directly by the Displaced Persons Commission in coopera- 
tion with the State commissions. The displaced Persons Commis- 
sion, therefore, will undertake a greater share of the work in the 
reception of displaced persons, arranging inland transportation, and 
completing placements. The individual follow- -up on each case will 
be made by the State commission but a minimum United States Com- 
mission staff is necessary to supervise the entire activity. 

The placement of orphans, which I shall dis¢uss in detail a little 
later, is also a resettlement program. The work has been centered in 
our Resettlement Division where we have a child welfare specialist in 
charge of the activities here and abroad of persons trained and experi- 
enced in child care and placement. 





SECTION 12 


Section 12 authorizes the issuance of 54,744 visas to German ex- 
pellees who meet certain statutory requirements. 

Considerable difficulty was experienced in putting section 12 into 
operation. Immediately after the effective date of the Displaced 
Persons Act, as amended, the Displaced Persons Commission began 
negotiations with the International Refugee Organization to use all 
their existing facilities for the processing of applicants under section 12. 
This was done because much time would be saved by using existing 
facilities and because it would be the least expensive method of 
operation. : 

The Commission completed negotiations with the International 
Refugee Organization during July 1950. However, language in our 
appropriation act prohibited us from entering into negotiations with 
an international organization which would require the payment to or 
reimbursement of funds for services rendered. This prohibited the 
Commission from consummating negotiations with the IRO. 

On September 27, 1950, this prohibition in the appropriation 
language was removed. Thereafter, at the moment of putting into 
effect arrangements with the IRO, a request for complete reconsidera- 
tion of the plan was made by the High Commissioner for Germany, Mr. 
John J. McCloy at the behest of the Bonn government. We then pro- 
ceeded with negotiations with the Bonn government, and it was made 
clear to us it was not their wish that the [RO processing facilities be 
used for the expellees. Instead, it was indicated they desired to insti- 
tute their own facilities. A compromise was reached that the Bonn 
government would provide housing and other physical care, including 
immunization, in facilities known as holding centers to be established 
near the [RO processing centers, the expellee cases to be taken to these 
centers for the United States Public Health Service examination, the 
execution of the good faith oath, the issuance of immigration visas, 
and the preexamination by the United States Immigration and 
Naturalization Service. The Bonn government promised to have these 
holding centers ready by specified dates none of which exceeded Oc- 
tober 15, 1950. It was further agreed by the Bonn government to 
perform documentation, and to provide transportation of expellees to 
centers and to the port of embarkation. 

The Bonn government did not provide the holding centers promised 
within the time specified. In late November 1950, we were notified 
that one holding center was available in the vicinity of Bremen which 
proved not to be useful. In mid-January, limited physical facilities 
were made available in the Munich area and at Wentorf, which is near 
Hamburg in the British zone. Centers which were to be established 
at Hanau and Ludwigsburg are not yet made available to the Com- 
mission. 

The personnel promised for the preparation of documents of the 
applicants under section 12, were not made available by the Bonn 
government until the last week in February 1951. While I was in 
Europe I found it necessary to advise representatives of the Bonn 
government that if they did not provide the personnel immediately 
the Displaced Persons Commission would have to do so because of 
criticism being received on the lack of activity on this phase of the 
program. I emphasized that this matter had to be resolved prior to 
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my departure for the United States or that the matter would be 
taken out of the hands of the Bonn government. The result has 
been an authorization by the Bonn government of a fund to pay 
personnel to do this job. 

The Austrian Government responded to the request of the Com- 
mission to provide facilities in Salzburg, Austria, for the processing 
of German expellees. As a consequence, practically all the visas 
issued to date to German expellees have come from Austria. In 
addition, all cases nominated in Austria are moving along very 
rapidly, and increasing numbers of them are expected to receive visas 
during the month of March. 

The situation surrounding section 12 is one of the items to which I 
referred earlier in my statement when I said that circumstances over 
which we had no control had caused program accomplishments in 
fiscal vear 1951 to fall below our estimates. Our current budget 
anticipated that 15,000 section 12 persons would be visaed, of whom 
10,000 would be admitted into this country by June 30, 1951. It now 
appears, however, that we shall fall short of the goal of 15,000, perhaps 
by as much as 8 to 10,000. Frankly, we cannot tell because of all 
the reasons I have already indicated, but we shall do our best to get 
as close to our goal as possible, in any event. 


WAR ORPHANS 


Section 2 (f) of the amended Displaced Persons Act places direct 
responsibility upon the United States Displaced Persons Commission 
to complete immigration arrangements and resettlement plans for 
5,000 orphans from 18 different countries of Europe, as follows: 


Germany Switzerland 
Luxemburg Belgium 
Austria The Netherlands 
Italy Norway 
United States-United Kingdom zone of Sweden 
the Free Territory of Trieste Denmark 
The United Kingdom Finland 
ireland Greece 
Portugal Turkey 
France 


To accomplish this purpose, the Commission has established within 
its Washington headquarters an office for the direction and supervision 
of the program; and subsidiary offices in Frankfurt, Germany, and 
Naples, Italy. As an adjunct to the Frankfurt office, a mobile team 
of two itinerant child welfare specialists will cover other countries 
required to process cases originating therein. The Naples office will 
perform an extension service for orphans within the United States and 
United Kingdom zone in the Free Territory of Trieste and Portugal. 

In addition to the professional child -welfare workers, the European 
office will employ the assistance of indigenous workers to perform 
clerical work, to act as interpreters, to assist in the preparation of 
individual case studies. These case studies, which are prerequisite 
under State requirements to determining the acceptability of a child 
for an American home, constitute one of the largest time and cost 
factors in the service. 

The European child specialists, wherever situated will work with 
appropriate government officials to implement the general agreements 
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for the release of orphans from the country involved and they will 
also correlate the program as it relates to the services of the United 
States Public Health, Immigration and Naturalization Service, and 
consular service, together with the voluntary agencies and transpor- 
tation agencies. 

The administration of the orphan program is a highly complicated 
matter, because each child must be placed in accordance with the 
respective adoption and guardianship laws of the State involved and 
such laws vary considerably from State to State. 

This means not only a direct working relationship with 48 State 
departments of child welfare but also with an indefinite number of 
local child-serviee agencies, authorized to act under local courts of 
competent jurisdiction. 

The Commission is responsible, therefore, for validating assurances 
either from individual prospective sponsors or accredited voluntary 
agencies solely on the basis of home studies certified to by licensed 
child-welfare agencies. This is to assure that each orphan who enters 
the United States is eligible under State law for adoption or permanent 
guardianship. It is incumbent upon the Commission to provide that 
appropriate proceedings for the adoption or appointment of permanent 
guardians are initiated and completed. This involves obtaining offi- 
cial reports from both individual sponsors and cooperating agencies at 
stated intervals, showing the progress made in respect to adoption or 
guardianship proceedings. 

In addition to the highly professional activities, the Commission is 
responsible for cooperative work arrangements between the accredited 
agencies, commercial travel services, Federal and State Government 
divisions concerned with immigrant orphans. 


LOAN PROGRAM 


Section 14 of the Displaced Persons Act of 1948, as amended, 
authorizes the granting of loans through public or private agencies 
to persons who provide assurances, or to public or private agencies, 
to finance the reception and transportation of eligible displaced persons 
and eligible displaced orphans and persons authorized to be admitted 
under section 12 of the act, as amended, from ports of entry within 
the United States or its Territories or possessions. 

Funds in the amount of $1,200,000 were made available for this 
purpose to be loaned under rules and regulations approved by the 
President. 

Although the amendment was effective on June 16, 1950, and funds 
were made available on September 6, 1950, it was not until December 
22, 1950, that final clearances were obtained from other Federal 
agencies and the signature of the President was affixed. The regula- 
tions were then published in the Federal Register on Wednesday, 
December 27, 1950. 

As of this date, loans have been granted in the amount of $775,000, 
the first of which was approved on December 28, 1950. Loan applica- 
tions now under consideration by the Commission total $462,500, 
which is $37,500 in excess of the amount available. The loans granted 
and the applications now pending are all agency requests. No appli- 
cations to date have been received from individuals. 
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HOME LEAVE IN THE UNITED STATES FOR OVERSEA EMPLOYEES 


In my recent European trip, I observed a substantial improvement 
in the morale and efficiency of the Commission’s oversea staff. But, 
in my opinion, short periods of leave in the United States are essential 
if the morale and efficiency of employees are to be maintained and im- 
proved. Other United States and international agencies with which 
our employees have frequent contact in Europe provide home leave 
at the agency’s expense after 18 to 24 months’ service overseas. 
Among these are the Department of State, the Economic Cooperation 
Administration, and the International Refugee Organization. I am 
informed that this privilege cannot be granted to our employees 
however, without specific statutory authorization, under a ruling of 
the Comptroller General of the United States. 

I strongly recommend, therefore, that the Commission be given 
statutory authority to grant home leave at Government expense 
to oversea employees who have completed 2 years of continuous 
oversea service. Such authorization unquestionably will curtain 
resignations of experienced employees who otherwise will be lost to 
our program. If home leave is authorized, I promise you that it 
will be administered by the Commission in such fashion that maximum 
productivity will not be impaired. 

I became convinced while in Europe, because of the differences of 
opinions and interpretations among the participating agencies in this 
program, that a conference should be held at which representatives of 
these agencies abroad as well as the officials of these agencies here in 
Washington should sit down together and resolve these differences 
once and forall. To this end, I arranged a series of conferences which 
are now under way and which are attended by top-ranking oversea 
representatives of the State Department, the Immigration and 
Naturalization Service, and the Displaced Persons Commission, and 
by top-ranking officials of these agencies in Washington, including 
Mr. Mackey, Acting Commissioner of the Immigration and Naturaliza- 
tion Service and Mr. L’Heureux, Chief of the Visa Division of the 
Department of State. I can assure you that we are making excellent 
progress and that we have been successful in reconciling many of the 
various interpretations which have been applied to cases involving 
displaced persons, and that in addition we have had a meeting of the 
minds on a great many other difficulties which will make for a smoother 
and more successful operation of the entire program. 
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TaBLe 1.—Visas issued and available to be issued under the Displaced Persons Act, 
as amended, to Jan. 31, 1951 





Section of i in aye s | Visas | Visas | visa 
amended act | Description Administered by | authorized | issued | 

| 
| 
| | 
| 





314,000 | 231,593 | 82, 407 
1 301, 500 | 230, 684 | 
western areas of Germany Commission. 
and Austria and in Italy. 

| Recent political refugees - 500 | None 
1RO and Greek orphans - --|- i. 5, 000 762 | 

Ca | War orphans _..........- 228 : 5, 000 | 147 
Lae Venezia Giulians oe } : None 


. 12 (a)... 


| 
| IRO displaced persons in | Displaced Persons | 


Ee eee : (2) 7 (3 
. 3except 3 (c)..}_- ph oe or 32, 000 26, 473 
Shanghai refugees__.........| Sts | 4, 000 | 2, 1: 872 
3 (b) (3) i Polish veterans in Great |.....do_..-....--..----| 18, 000 | 5, 718 
Britain. 
3 (b) (4) | Greeks in Greece | 10, 000 


| 
| 
| , 883 
tS He (4) | 


' 





1 Visas authorized and not issued to secs. 2 (d), 2 (e), 2 (g), and 3 (b), are available for issuance to sec. 2 (c). 
2 First priority German and Austrian quotas. 

3 Indeterminate. 

450 percent of nonpreference quotas, 1951-54. 


Note.—In addition, adjust ment of status for a maximum of 15,000 persons in the United States is author- 
by sec. 4. This provision is administered by the Immigration and Naturalization Service, 


TaBLE 2.— Anticipated visa issuance, Feb. 1-June 30, 1951, and unissued authorized 
visas on June 30, 1951, Displaced Persons Act, as amended 





| Anticipated visa 





Santi j de | 3 
Section of amended act Description | Issuance, | Authorized, 


Feb. 1-June | not issued, 


| 
| 
} | 30, 1951 June 30, 1951 





| IRO displaced persons in the western areas of 
Germany and Austria, and in Italy. 
Recent political refugees 5 | 425 
IRO and Greek orphans-.-.-.......-...--.---- 38 | 3, 800 
War orphans____ Ai RIS LTE : , 650 
Venezia Giulians.______- } § , 250 
Sec. 3, except 3 (c 12, 073 | 4, 400 





| . al 
3 (b) (2) _..| Shanghai refugees. : bbe SLES Sa 422 | , 450 
3 (b) (3) Polish veterans in Great Britain 7,918 | , 800 
3 (b) (4)__..________._| Greeks in Greece__- ara 


Sec. 3 (c). Out-of-zone refugees ee eS 4 | t 
Sec. 12 (a) : German expellees pd tek abel , BE 37, 646 to 
3, 85 39, 646 





1 Indeterminate. 
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Survival and mortality rates based upon operating data through 
December 31, 1950, have been estimated. These rates may be used 
to project visa issuances. 

Estimated survival and mortality rates based upon 1,000 cases 
allocated to the field, shown as though the entire program were com- 
pleted and all cases fully considered, are: 


ae Processing stage | Mortalities Survivals 

te 

Bid Allocated to field | 1, 000 
Returned by IRO } 319 681 

‘ Tavestigated 4 | 587 

S nt to consul 17 | 570 

v Visas issued ; : : 57 


_— ”70 









EXPIRATION OF PROGRAM 






Mr. Thomas. Your program divides itself into two parts: One 
expires June 30, 1951, and the other part June 30, 1952. Is that 
correct? 
a Mr. Ginson. That is correct. 
ei Mr. Tuomas. What part of it expires at the end of fiscal year 1951? 
Mr. Gisson. Section 2, covering the IRO, displaced persons, and 
the programs administered by the State Department under section 3. 
Mr. Tuomas. And what activities will vou curtail that were 










ta accounted for in the 1951 budget? You closed some offices in England 
¢ and in Italy. What else will vou do? 

He Mr. Gisson. We are closing offices primarily in Germany and 
1 Italy. 


Mr. Tuomas. Did vou not close that office in England? 
Mr. Gipson. We did not have an office in England. The State 
Department 






LOCATION OF EUROPEAN OFFICES 








Mr. Tuomas. How many offices do you have now in Europe? 

Mr. Gisson. We have nine offices. 

Mr. Tuomas. And where are they? 

Mr. Gisson. We have one in Italy, at Naples. We have an office 
at Salzburg, Austria, and a small branch office at Vienna. 

We have an office in Wentorf, near Hamburg, in the British zone 
of Germany; in Baden-Baden, in the French zone; in Munich, in 
Augsburg, in Schweinfurt, and an office in Frankfort—I believe that 
is all. No; we have an office at Bremen, the shipping point. 

Mr. Tuomas. That makes about 10, rather than nine. 
















PROGRAM AND PERFORMANCE STATEMENT 


At this point, Mr. Reporter, we will insert in the record pages 2, 3, 
and 4 of the justifications. 
(The statements referred to follow:) 












PROGRAM AND PERFORMANCE STATEMENT 












This program provides for screening and selecting displaced persons for 
admission into the United States as permanent residents, and aiding selectees in 
resett'ement. Major emphasis is now being placed on bringing in persons who 
can fill the Nation’s defense labor needs. 

The difficult human problem of displaced persons is a direct aftermath of the 
war. It involves those who were displaced fro n their countries of origin Curing 
the war or because of conditions resulting from the war. They include a part of 
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the armed forces of Poland and Yugoslavia who fought on the side of the United 
Nations but are unwilling or unable to return home because of changes in the 
political and economic systems in their countries; the remainder of the forced 
laborers, prisoners of war, and persecutees of the Germans; those who fled before 
the occupation armies of the Communist dictatorship; and those who fled their 
homelands in legitimate fear of religious or political persecution. They are for 
the most part natives of Poland, the Baltic countries, and Yugoslavia, with what 
remain of the almost completely exterminated Jews of Germany. In addition, 
there are the recent refugees from the Communist take-over of Czechoslovakia. 

The Displaced Persons Act of 1948, as amended, authorizes 341,000 displaced 
persons, 5,000 war orphans, and 54,744 persons of ethnie German origin to be 
admitted as permanent residents. Over 207,000 displaced persons have been ad- 
mitted as of January 1, 1951. In addition, it authorizes 15,000 displaced persons, 
who, as of April 30, 19419, were temporarily in the United States, to apply for 
permission to remain here as permanent residents. It is the aim to achieve this 
immigration in a manner consistent with resettlement opportunities existing in 
the United States, particularly with regard to employment and housing. 

The International Refugee Organization supervises and finances the mover ent 
of displaced persons from ports of embarkation in Furope to the United States. 
The movement of persons of ethnic German origin is supervised and financed by 
the Displaced Persons Commission. 

It is expected that the program will be virtually completed by the end of fiscal 
1942. 

1. Selection and resettlement of displaced persons, war orphans, and refugees of 
ethnic German origin.— Applicants for admission in 1952 are estimated at 157,600, 
as compared with 332,500 in 1951. Admissions during 1952 will be about 63,000 
as compared with 163,500 in 1951. Major reductions in staff to be rade during 
1952 are offset by an increase of $3,125,000 in funds required to transport persons 
of ethnic German origin to the United States. During 1952 there will be 35,000 
of this group to be transported as against 10,000 in 1951. 

2. Security investiqations.—Security investigations in the United States oceu- 
pied areas of Germany and Austria are conducted by the Counter Intelligence 
Corps, Department of the Army. It is estimated that 50,200 persons will be 
investigated in 1952, as against 126,000 in 1951. <A decrease of 71 percent in 
costs is reflected in the budget. 

3. Health examinations.—The Public Health Service gives health examinations 
to persons eligible for admission into the United States. Examinations are esti- 
mated to drop from 184,300 in 1951 to 36,700 in 1952. A decrease of 60 percent 
in costs is reflected in the budget. A considerable part of the 1952 cost is for 
liquidating purposes. 

1. Consular service.—The Department of State determines the eligibility of 
applicants under immigration laws and issues visas to eligible persons. It is 
estimated that visas will be issued to 34,000 persons in 1952, compared to about 
179,000 in 1951. A decrease of 72 percent in costs is reflected in the budget. 
Of the amount required in 1952, about 40 percent will be for liquidation purposes. 

5. Immigration inspection.—The Immigration and Naturalization Service pre- 
examines overseas applicants to determine their eligibility for admission into the 
United States. About 63,000 persons will be admitted in 1952, as against an 
estimated 163,500 in 1951. <A decrease of 42 percent in costs is reflected in the 
budget. 

6. Resident-alien registration.—The Immigration and Naturalization Service 
determines whether alien applicants for adjustment of immigration status are 

qualified for permanent-resident status, and reports to the Congress all pertinent 
* facts in each case where adjustment is recommended. Action is expected to be 
completed on about 2,500 applications annually in 1951 and 1952, and the cost 
of this activity is expected to remain about the same each year. 


NUMBER OF ADMISSIONS, 1951-52 


Mr. Tuomas. I believe in 1951 you will bring over 163,500 and in 
1952, 63,000; is that correct? When were these budget estimates 
prepared? 

Mr. Grsson. In October of 1950. 

Mr. Tuomas. Have they been changed since that time? 

Mr. Barat. They were changed in January. They were prepared 
in October for presentation to the Bureau of the Budget but changed 
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in January for the committee, to conform to the amount approved by 
the President. As to the work-load figures they were not changed, 
they remained the same. 

Mr. Tuomas. Very well. You will have 35,000 Germans of ethnic 
origin coming in 1951? 

Mr. Barat. We now estimate that number will be larger. 

Mr. Tuomas. How much larger? 

Mr. Gipson. It will be between 38,000 and 40,000. 














































COST OF TRANSPORTING DISPLACED PERSONS 








Bi Mr. Tuomas. Does that complete the total program? You want 
: $3,125,000 to transport those people over; the cost of transporting to 
the United States is borne by the IRO; is that correct? 
Mr. Gisson. That is correct. 
ud Mr. Tuomas. In addition to the $3,125,000 you want $1,200,000 to 
i transport them after they land in the United States to their new 
homes? 

Mr. Barau. Mr. Chairman, the figure is $4,375,000 instead of 
a $3,125,000. You will find that in the submission. 

Mr. THomas. Maybe I am wrong here. The figure $3,125,000 is 
to pay the transportation from Europe to the United States, and 
$1,200,000 to pay the transportation from New York, Boston, Balti- 
more, or any other point of landing, to the prospective homes; is that 


correct? 
Mr. Barat. The figure of $3,125,000 is an increase over the figure 
Fa} 4 for 1951. 


LOAN APPLICATIONS 


Mr. Tuomas. Of course, the $1,200,000 is a nonsecured loan. 
What do you have for this purpose in 1952, about a million, was it 
not? 

Mr. Baran. You mean 1951? 

Mr. Tuomas. I mean 1951. 

Mr. Bara. $1,200,000; the same amount. 

Mr. Tuomas. How much has been refunded of that $1,200,000? 

Mr. Barat. The loans were only recently made. I think about 
$775,000 has been loaned, and I am not sure we have any refunds on 
that. I do not believe any of its has yet been refunded. 

Mr. Tuomas. That started sometime ago, did it not? 

Mr. Grsson. No; the loans were just made in January. As a 
matter of fact, the first loan was made after 1 came as Chairman of 
the Commission. 

Mr. THomas. You have had the money since September. Was not 
the Commission doing anything during that time? 

Mr. Grsson. This primarily involved Germans of ethnic origin, 
and there were not any—— 

Mr. Tuomas. No, it involved everybody. 

Mr. O’Connor. The principal difficulties were getting the regula- 
tions out, Mr. Chairman, that were satisfactory to all the departments 
of the Government that are concerned with them and for the President 
who has to sign them. 

Mr. Thomas. You started making the loans as of what time? 
Mr. Barat. As of January. 
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Mr. O’Connor. Yes; as of January. 

Mr. Tuomas. How much of the $1,200,000 will be unexpended at 
the end of the fiscal year 1951? 

Mr. Grsson. We have loan applications now which account for 
$462,500, which is $37,500 in excess of the amount available. We 
have not passed upon all applications. 

Mr. Tuomas. Everyone who comes into the United States wants 
to get hold of this easy money, does he not, of this travel money? 

Mr. Gipson. I do not think that is necessarily true, Mr. Chairman? 

Mr. Barat. A small percentage. 

Mr. Tuomas. A small percentage? 

Mr. Bara. That is right. 


ADMISSIONS TO THE UNITED STATES, 1951 


Mr. Tuomas. Of the 163,000 that you are going to bring in this 
year, and the estimate figures do not show for the first 3 months of 
the fiscal year 1951, but will you give us a breakdown showing how 
many you have brought in or an estimate of the number you have 
brought in during the fiscal year 1951 of this 163,000 persons? 

Mr. Gipson. You want to know how many were brought in during 
the first quarter of the year? 

Mr. Tuomas. Yes. 

Mr. Bara. That is about 21,000, Mr. Chairman. 

Mr. Tuomas. You are not going to meet your quota then? 

Mr. Barav. No; we are not. 

Mr. Tuomas. What is the trouble? 

Mr. Gisson. There were various amendments to the act. I 
covered part of that in my opening statement. The new regulations 
had to be set up, and more rigid administrative controls, new security 
controls; and then we have had a number of resignations in our over- 
seas staff. 

Mr. Tuomas. You could have about 50 percent resignations and 
not hurt your efficiency any; could you not? I think that is my 
observation over the last 3 years? 

Mr. Gisson. I am afraid not, Mr. Chairman. 

Mr. Tuomas. You are afraid not. Maybe we can help out a 
little bit on that line. 

How much of your quota, under your original plan for the 163,000 
will you get in in 1951? 

Mr. Barat. I think our estimate now is 48,825 visas—that is the 
estimate of the number of visas that will—— 

Mr. Girson. He wanted to know how many are going to come in 
during the first quarter? 

Mr. Tuomas. That means you have got some 125,000—you missed 
your estimate of 163,000 by about 25,000? 

Mr. Bara. Yes, it may be higher. 

Mr. Tuomas. How could you miss your estimate of the amount 
that you were going to bring over; is it due to the program for 50,000 
to 55,000 Germans of ethnic origin? 

Mr. Ginson. We have got our operations under way on the Germans 
of ethnic origin. 

Mr. Tuomas. How could you miss your guess so badly as that? 
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Mr. O’Connor. Because of the time it took to get into operation, 
and the new amendments to the act, and the necessity of settling the 
question under section 12, concerning Germans of ethnic origin. 

Mr. Tuomas. You missed your guess here by a large percentage. 
The information the committee has is that your statement is true, but 
that you had to scrape the bottom of the barrel, that you cannot find 
them? 

Mr. O’Connor. There is a very large reserve of people in the cate- 
gory of expellees, something over 8,000,000. There is a rather long 
explanation in the chairman’s remarks, which gives the reason why the 
program did not get under way. But as to the IRO, I believe your 
question is directed to that? 

Mr. Tuomas. Yes. 

Mr. O’Connor. On the IRODP, there is a much smaller reserve 
from which to make our selections. 

Mr. THomas. How many remaining under your quota, what you 
call the LRODP? 

Mr. Gisson. How many visas by the end of the year? 

Mr. THomas. No; how many are you going to bring over under the 
statutory limitations? 

Mr. Gipson. About 70,000. 

Mr. AnpreEws. Seventy thousand eight hundred? 

Mr. Gipson. Seventy thousand eight hundred. 

Mr. THomas. You missed your guess by how much? 

Mr. Gipson. In round figures—no, that would not be correct 
either. There have been some since January 31; we estimate, from 
now until the end of the fiscal year, getting about 25,500 more visas 
out of that particular group. There has been a group of visas issued 
since January 31, 1951, however. 

Mr. Couperr. Does the Chairman of the Commission mean that 
the issuance of visas is equivalent to arrival over here? J thought 
the chairman was asking you how many actually were left in your 
quota, and you seemed to be answering with respect to the number of 
visas issued. 

Mr. Gisson. The number of visas issued is what we have to use 
for production purposes, but once in a while there will be one elimi- 
nated after he receives a visa, but that is a very small number. 

Mr. Couprrr. How long does it take between the time the visa 
is issued and the individual physically lands in an American port? 

Mr. Grsson. It varies somewhat. He has to go to the trans- 
portation center; then he has to cross by boat, as a general rule. I 
would say from 6 to 8 weeks would be a fair estimate. 


OsLicatTions By Activities, 1950-52 


Mr. Tuomas. At this point we will insert page 6, which shows the 
different agencies and the costs involved in dealing with this operation. 
(The statement referred to follows:) 
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Obligations by activities 








* 
Description 1950 actual | 1951 estimate | 1952 estimate 





orphans, and refugees of ethnic German origin------.---- -| $1,644,317 | $4, 40C. 000 
. Security investigation -- ._.__- 281, 979 700, 000 
3. Health examination : 173, 873 450, 000 | 
. Consular service duo unui Ulnioumeeu 703, 225 | 1, 073, 000 
5, Immigration inspection _ sai : 201, 456 | 361, 700 
fp MUEENE EDEN SUUUUNNOIOON on cn on Soc cn cektasinncensn 290, 477 | 288, 300 


7, 080, 000 
200, 000 
180, 000 
300, 000 
210, 635 
289, 365 


. Selection and resettlement of displaced persons, war | | 
| 
| 


Total obligations 3, 295, 327 | 7, 27 i, 000 | ‘ 260, 000 





Mr. Tuomas. This shows the security investigation, the health 
examination, consular service, and immigration inspection. 

What other different agencies touch your activities outside of the 
Army and the Department of State; just the Immigration Service 
and the Public Health Service? 

Mr. Bara. That is all. 

Mr. Tuomas. Your total budget for 1952 is $8,260,000, and the 
amount for 1951 was $7,273,000. Is eras correct 7 

Mr. Gisson. That is correct. 


OBLIGATIONS By OBJECTS 


Mr. Tuomas. The table on page 7 will be inserted in the record at 
this point. 
(The table referred to follows:) 


Obligations by objects 


| | 
Object classification | 1950 actual | 1951 estimate | 1952 estimate 





Total number of permanent positions 4 345 | 405 | 
Full-time equivalent of all other positions... ------- eee Hae? 
Average number of all employees _- - - re , ; 321 | . 375 | 
01 Personal services: | 
Permanent positions. - - SEW Meee $1, 195, 226 $1, 439, 750 | $990, 000 
Part-time and temporary positions Rt Sad BA 4, 607 srt nia Bias , 
Regular pay in excess of 52-week base -.--..._.-- 3, 275 |. 2, 500 
Payment above basic rates___- 54, 539 70, 500 | 40, 000 
Payments to other agencies for reimbursable details -| 20, 426 24, 750 17, 500 


Total personal services... _.....- 278, 07: , 535, 000 1, 050, 000 
Travel... 4 STS EE 88, 757 | 132, 000 | 280, 000 
Travel for sec. 12 cases _- , 250, 000 | 4, 375, 000 
Transportation of things ; dead eam , 153 20, 000 | 25, 000 
Communication services ; 35, 676 45, 000 | 35, 000 
Rents and utility services........---- SORE Se SFr a 951 | 2, 000 2, 000 
Printing and reproduction .-.-.-.-..-------------- : oe 2, 128 | 12, 000 12, 000 
Other contractual services. - -- ‘ , 000 | 8, 000 6, 000 
Services performed by other agencies. 2 AOE LS AR 50, 221 | 150, 000 80, 000 
UNG Cn SIE 5. So de cd cdne vamabunebcemedsscte } 20, 268 | 30, 000 | 10, 000 
Equipment. __- | 39, 090 | 16, 000 5, 000 
Investments and loans (net) s eee 1, 200, 000 1, 200, 000 





Total obligations 1, 644, 317 | er 400, 000 | 7, 080, 000 
as | 





NUMBER OF POSITIONS, 1950-52 


Mr. Tuomas. This gives the statement of obligations by objects, 
and the total number of permanent positions in 1950 was 345; the 
estimate for 1951 is 405, and the estimate for 1952 is 375? 

Mr. Gisson. That is correct. 
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TRAVEL 


Mr. Tuomas. Travel, $280,000 for 1952; for 1951 the amount was 
$132,000. You are going to bring back 25 families as I read from the 
justifications? 

Mr. Bara. Two hundred and fifty. 

Mr. Tuomas. Is it 250? 

Mr. Gisson. Yes; 250 families. 


EMPLOYMENT, OVERSEAS AND WASHINGTON 


Mr. Tuomas. Will you give a breakdown of the 405 total employees 
as between overseas and the District of Columbia? As I remember 
you do not have any offices outside the District of Columbia except 
a small office in New York? 

Mr. Bara. That is right. 

Mr. THomas. How many people do you have overseas, and how 
many people do you have in the continental United States? 

Mr. Gipson. You mean the estimate for 1951? 

Mr. Tuomas. For 1951 and 1952? 

Mr. Bara. For 1951, Mr. Chairman, our estimate covers about 
90 people in the United States, and the balance, 315, overseas. 

Mr. Tuomas. And you have nine offices overseas? 

Mr. Bara. Ten. 

Mr. Tuomas. Three hundred and fifteen overseas for 1951? 

Mr. Bara. Yes. 

Mr. Tuomas. How many of the 375 in 1952 will be overseas? 

Mr. Barat. Two hundred and eighty-five. 

Mr. Tuomas. Two hundred and eighty-five, and you are bringing 
back to the United States 250 in 1952? 

Mr. Bara. Yes. 

Mr. Tuomas. That will only leave 35 overseas? 

Mr. Bara. Yes. 

Mr. Tuomas. What are you going to do with the other 90? You 
have 375 set up here? 

Mr. Ginson. They are here in the States, already, Mr. Chairman. 
The estimate includes both Stateside and our overseas. 

Mr. Tuomas. You have gotten the positions broken down into two 
categories, total permanent positions in 1952, you have 375, and the 
average number of employees is 220 under that category? 

Mr. Barat. Yes; the average number of employees. That is, out 
of the 375 total number of permanent positions, we deduct a lapse 
figure for a part of the year—in other words, the 375 is the maximum 
at any time in the year, but our average for the year will be about 
220. 

Mr. Tuomas. If you are going to bring back from overseas in 1950 
250 families, 250 employees, you will have 125 in the Unjted States. 
Is that correct? 

Mr. Barat. No. The figure that will be in the United States will 
be about 90, at the beginning of the fiscal year: of the 285 who are 
there, 250 will get transportation back to the United States. In other 
words not all of the 285 will get transportation back. 





DEPARTMENT OF ARMY PERSONNEL 


Mr. Tuomas. Now in your overseas operation you use the armed 
services as well—and, by the way, you do not pay any compensation 
or reimbursement; is that correct? 

Mr. Barat. Yes. That is for military personnel. 

Mr. Tuomas. How many people are you employing that are 
properly charged to the Army overseas? 

Mr. Bara. Do we have that breakdown’? 

Mr. Gisson. I do not believe we have that broken down. 

Mr. Barau. We do not have the actual figures on that, Mr. Chair- 
man. We have been given an estimate on that, which ranges up to 
about 300 ot 400 at any one time. That is not a long-term employ- 
ment figure; the military personnel are assigned only part time to this 
program. 

Mr. Tuomas. But it is much in excess of that, as well as I remember. 

Mr. SHerwoop. I do not have the exact figure, but starting on page 
44 we show the amount requested, of 76 positions to be filled by 
civilian employees, which includes 10 clerk-stenographers, 8 CID 
agents, and 58 aliens, Austrian civilians, or a total of 76. 

The total staff including military, is 150. The difference between 
the 150 and the 76 would be the military personnel. 

Mr. Tuomas. I do not quite understand why your civilian positions 
do not drop off more than you have set out, in view of the fact that the 
work load and people you contemplate bringing over is appreciably off. 

That is down from 163,000 to 63,000, from 70 to 75 percent, yet the 
personnel figure is only off about 7 percent? 


Mr. Grrson. You are talking about the fiseal 1951? 

Mr. Tuomas. Yes. The comparison between 1951 and 1952 work 
load shows the number of persons you intend to bring over is off about 
72 to 73 percent; the total civilian personnel decreases in number 
between 7 and 8 percent. 

Mr. Barav. I think the number of personnel decreases by a larger 


tan) 
percent. I think you will find that on page 9. 


Mr. Tuomas. Straighten me out. 

Mr. Bara. There it shows that the average number of employees 
in 1951 is 262, and the average number for 1952 is 76. That is a 
difference of 190, approximately. 

Mr. Tuomas. I am reading from page 7, where it states that the 

otal number of permanent positions for 1951 is 405 and for 1952 is 


* Barat. That is just for the Displaced Persons Commission 
staff. 

Mr. Tuomas. Yes. 

Mr. Barat. The Army staff is shown on page 9. 

Mr. Tuomas. But you are not paying the Army staff? 

Mr. Baran. Yes; we do pay for them out of this budget. 

Mr. Tuomas. How many? 

Mr. Barat. In this year there will be about 262. The average 
employment for next year we provide for is 76. 

Mr. Tuomas. How many other employees are there you did not 
pay for? I do not think you show anything here except for the 
State Department, the Public Health Service and the Immigration 
Service. 
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Mr. Bara. We pay for the Department of the Army employees. 

Mr. Tuomas. How long have you paid for the Army services? 

Mr. Grsson. That has been true all along? 

Mr. Barat. Yes, since the beginning of the program. 

Mr. Tuomas. What page of your justifications is that set out on? 

Mr. Grsson. Page 9, showing allocations to Department of the 
Army 

Mr. SHeRwoop. On page 43. 

Mr. Tuomas. Page 43? 

Mr. Barat. May I make one clarifying comment. We pay for the 
civilians of the Department of the Army employed on this program; 
we do not pay for any military personnel. Those men are assigned 
occasionally to this program as additional duty to their regular jobs. 

Mr. Tuomas. All right, you pay the Army how much? 

Mr. Barat. The total budget—— 

Mr. Tuomas. For 1951 and 1952, what were the figures for the 
Army? 

Mr. Barat. For 1951, it was $700,000; and $200,000 for 1952. 
There has been a reduction of 71 percent. 

Mr. Tuomas. Do you have any tables showing it for 1 year to 
the other? 

Mr. SHerwoop. That is shown on page 9. 

Mr. Barat. .The figure I quoted is shown on page 9, Mr. Chairman. 

Mr. AnpreEws. Page 9 of the green sheets. 

Mr. Barat. Yes. 

Mr. Tuomas. Do you have these four agencies broken down in 
tabular form at any one place in the justifications? I cannot find 
them. 

Mr. Bara. We have an over-all breakdown for each on page 6. 

Mr. Tuomas. That is where I have been reading from, page 6. 
You do not have a table showing what you had for the Army, for the 
State Department, the Public Health Service, and the Immigration 
and Naturalization Service? 

Mr. Gipson. That is on page 6. 

Mr. Barat. The names of the organizations are not shown, Mr. 
Chairman, but the activities of the oranizations are shown. In 
other words, the first activity is the Displaced Persons Commission—— 

Mr. Tuomas. That is already in the record, and we have noted 
that, with the exception that you have indicated what the amount 
for the Army would be. 

Mr. Barat. No. 2 security investigation—— 

Mr. Tuomas. What do you mean by “selection and resettlement 
of displaced persons, war orphans and refugees of ethnic German 
origin”? That is the biggest item of transportation, and what else. 
That also covers your administrative costs? 

Mr. Barat. Yes. 

Mr. Gisson. The total program. 

Mr. Tuomas. That does not include the State Department?, 

Mr. Barau. No; that is under No. 4, consular service; No. 5 and 
6 are to the Immigration Service, and No. 3 is for the Public Health 
Service. 

Mr. Tuomas. How many jobs are you providing here for the Army 
for 1951 and 1952? 
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. Bara. 262 for 1951 and 76 for 1952. 
. THomas. How many for 1952? 
. BaRAL. 76. 


PUBLIC HEALTH SERVICE PERSONNEL 


Mr. THomas. What about Public Health, for examination? 
Mr. Bara. Page 8; 41 is the average number of positions in 1951, 
and that is down to 13 in 1952. 


STATE DEPARTMENT PERSONNEL 


Mr. THomas. What about the State Department? 

Mr. Bara. 284 in 1951 and down to 75 in 1952. 

Immigration Service, for 1951 is 149, and down to 118 in 1952. 

The reason the Immigration Service does not drop by a larger per- 
centage is that most of their actual workload remains about the same 
as it is in 1951, particularly on section 4 work. 


ADMINISTRATIVE PERSONNEL 


Mr. Tuomas. All right. Why does not the administrative per- 
sonnel drop to the same extent that these coordinating services drop? 
You only drop from 405 in 1951 down to 375? 

Mr. Barat. I think it will show a drop, Mr. Chairman, if you 
take the average employment figure. The drop is from 375 to 220. 
Those are the permanent positions we are asking, that is, the 375, but 
the average drops to 220. 

Mr. Tuomas. How do you account for that; is that because you 
are going to bring them back, a good many on June 30? 

Mr. Barat. Yes. 

Mr. Tuomas. Or before that? 

Mr. Grsson. No; we are starting to bring them back right after 
June 30 in this program. . 

Mr. Tuomas. That is what I mean. 

Mr. Grsson. We will start closing off, and bringing them back at 
that point, and then we will have a high load of probably about 375 
over-all right at the beginning of the fiscal year, but it will drop 
very sharply in the first 3 months of the year, and the latter part of 
the year to about what is left in the German ethnic program and the 
2 (f) orphans. 

Mr. Bara. The fact is we have tried to tie our personnel require- 
ments figures to the workload estimate figures which you will find 
on page 32, and I think the most significant figures there would be 
those showing the total number of applicants considered, which drops 
from 332,000 in 1951 to 157,000 in 1952. The large workload in 1952 
is on section 12 cases. 

Mr. Tuomas. Thank you, that is a good statement. 


SELECTION AND RESETTLEMENT OF DISPLACED PERSONS 


Mr. Reporter, will you insert at this point in the record pages 36 
t!.rough 40 of the justifications. 
(The statements referred to follow:) 
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SELECTION AND RESETTLEMENT OF DISPLACED PERSONS, WAR ORPHANS, AND 
REFUGEES OF ErHNiIc GERMAN ORIGIN 


The 1952 requirements for the Displaced Persons Commission are estimated at 
$7,080,000. This is an increase of $2,680,000 over the current vear’s requirement 
of $4,400,000. The cost of transportation for persons of German ethnic origin 
and the loans for inland transportation amount to $5,575,000—leaving $1,505,000 
for administration and operation of the program—as compared with $1,950,000 
in 1951. 

It is estimated that 20,000 IRO displaced persons who will have been issued 
visas prior to June 30, 1951, will have to be transported to the United States 
during the first quarter of fiscal year 1952. It is assumed that the International 
Refugee Organization will be able to continue in operation long enough to com- 
plete this phase of the program, and for that reason no funds have been requested 
for the movement of displaced persons. The figure of $4,375,000 for the trans- 
portation of ethnic Germans is predicated on the estimate that 35,000 will remain 
to be transported in 1952 at a per capita cost of $125, this being the unit cost 
figure used by both the IRO and the Military Transport Service, which will 
provide shipping on a reimbursable basis. 

The number of visas issued is one index of workload. It should be observed, 
however, that the number of cases handled is a more accurate key to workload 
because the great majority of cases processed will not result in the issuance of a 
visa. 

Most of the Commission’s work in Europe in the coming fiscal year will be con- 
cerned with the eases of persons of German ethnie origin and war orphans. It is 
estimated that 30,000 visas will be issued to persons of German ethnic origin and 
4,000 to orphans. It is firmly anticipated that, on the average, the cases handled 
in 1952 will be increasingly more difficult to process and that a very large percent- 
age will be found ineligible after investigation. The combined experience of the 
State Department and the Displaced Persons Commission on section 12 indicates 
that less than one out of every six applications results in the issuance of a visa. 
On that basis, to get 30,000 visas, it will be necessary to consider the applications 
of about 180,000 persons of German ethnic origin. 

It is planned to limit field operations in Europe to five staging areas; Frankfurt, 
Munich, Stuttgart, Hamburg, and Salzburg. It is therefor proposed that the 
area offices in Rastatt, Naples, Schweinfurt, and Augsburg be closed as early as 
practicable in the coming fiseal vear. Bremen will continue to serve as the port 
of embarkation. Arrangements have already been concluded with the local 
governments in Germany and Austria whereby all major costs of operation and 
maintenance of these centers will be borne by those governments, thereby limiting 
the dollar costs to the Commission to an absolute minimum. 

It is expected that the workload in the overseas operation will begin to decrease 
toward the end of fiscal year 1951, and by the end of the first quarter of fiscal 1952, 
the overseas staff will have been reduced by about 125 employees. By that time 
the last of the visaed IRO displaced persons will have embraked for the United 
States, the area offices in Rastatt, Naples, Schweinfurt, and Augsburg will have 
been closed and surplus personnel and their dependents returned to the United 
States for separation. All permanent records of the IRO displaced persons phase 
of the program will be shipped to the United States and arrangements will be made 
locally for the disposition of surplus supplies and equipment within the first quar- 
ter of the coming fiscal year. 

Operations on the ethnic German cases (section 12) will continue unabated 
with the expectation of completing that section of the program as rapidly as the 
flow of assurances will allow. The act requires that all assurances for war or- 
phans (section 2f) must be submitted during fiscal year 1951, so that, with all as- 
surances in hand at the beginning of the coming fiscal year, that part of the pro- 
gram can be moved along as rapidly as the nature of the cases will permit. 

New functions will be added to the overseas operation in the various services 
previously performed for the Commission by the IRO. This involves controlling 
the movement of ethnic Germans to staging areas, from staging areas to the port of 
embarkation, preparation of nominal rolls, scheduling of shipments and actual 
trans-Atlantic transportation arrangements. 

The work in the United States will continue on a graduallv reducing seale dur- 
ing the fiseal year. The acceptance and processing of applications for loans for 
inland transportation, the processing of assurances in behalf of persons of German 
ethnic origin, adjustments on problems of resettlement, preparation of the statu- 
tory semiannual and final reports to Congress on the operation of the program, 





and answering correspondence from the public, voluntary agencies, State com- 
missions and committees, and Members of Congress are expected to comprise 
the major workload items. 

It is difficult to estimate how many resettlement cases there will be during the 
fiscal year because there has been very little experience to date on the impact of 
the good-faith oath on this problem. The type of resettlement case under con- 
sideration is one in which the placement of a displaced person or ethnic German 
is changed from one sponsor to another. These cases arise when a particular 
placement proves to be unsatisfactory and, in order to make the best possible use 
of the immigrant’s skills and to prevent him from becoming a public charge, it is 
deemed necessary to arrange a new placement for him. These {cases require the 
cooperative efforts of the Commission with the voluntary agencies and State com- 
missions and committees. It is hoped that, as the program continues, the num- 
ber of these cases will decrease as a result of the good faith oath; however, the 
character of these cases has become more complex as a result of the oath. 

Correspondence from the public, voluntary agencies, State commissions and 
committees, and from Members of Congress has been heavy since the inception 
of the program. Most of it has to do with the status of particular cases. 

The acceptance and processing of applications for loans for inland transpor- 
tation will continue throughout the fiscal year. Although the Commission will 
retain the responsibility for the granting of such loans, the Department of State 
will perform the detailed accounting, disbursing, and collection of these loans 
for the Commission. 


Travel for section 12 cases 

Of the $7,080,000 estimate for the Displaced Persons Commission, $4,375,000, 
or more than 61 percent, is for the transportation to the United States of 35,000 
ethnic German refugees who will embark during the fiscal year. A per capita cost 
of $125, is estimated, this being the unit cost figure used by the IRO, and the 
Military Transport Service. It is assumed that the IRO will be able to continue 
in operation long enough to provide transportation for the estimated 20,000 
IRO displaced persons who, though visaed in 1951, will not embark for the United 
States until the first quarter of fiscal 1952. 
Loans 


It is estimated that loans may be requested and granted to cover the cost of 
reception and inland transportation for about 16,000 persons entering the United 
States in fiscal year 1952, at an average cost of $75 per person. Thus, a fund of 
$1,200,000 will be required for this purpose. 

Personal services 

The cost of personal services is estimated at $1,050,000. Of this amount, 
about $600,000 will be for the salaries of American and alien personnel overseas 
and for allowances; about $320,000 for the salaries of the staff in the United States; 
and about $130,000 for the cost of terminal leave. This represents a reduction 
in cost of nearly 32 percent below this fiscal year. 

Travel 

The cost of travel is estimated at $280,000. Of this amount, about $230,000 
will be used for the return of 210 overseas employees and 315 dependents at $500 
and $400 each, respectively. Based on past experience, and taking into account 
the reduced level of operations, program travel both overseas and in the United 
States is expected to require about $50,000. 

Transportation of things 

The estimate of $25,000 for transportation of things is calculated on the basis of 
an average cost of $100 for each overseas employee’s family returning to the 
United States, and $5,000 for the transportation of permanent overseas records, 
and other miscellaneous transportation, 


Communication services 


The cost of communication services is estimated at $35,000 for the vear. This 
represents a reduction of $10,000 below the estimated cost for fiscal vear 1951. 
The reduced seale of operations both here and overseas is expected to make this 
reduction possible. 


Printing and reproduction 

The eost of printing and reproduction is estimated at $12,000 for the year. 
This will be mainly for the printing of the semiannual reports to Congress and 
required forms. 
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Other contractual services 


The estimate of $86,000 for other contractual services is mainly for the cost of 


hospitalization and detention of displaced persons when they enter the United 
States. 


Mr. Tuomas. On page 36, I find this statement: 


The 1952 requirements for the Displaced Persons Commission are estimated 
at $7,080,000. This is an increase of $2,680,000 over the current year’s require- 


ments of $4,400,000. 


With your workload falling off, what is the explanation for the 
increase? 


TRANSPORTATION COSTS 


Mr. Grsson. That is because of the transportation costs, Mr. 
Chairman. A large part of the ethnic German program is to pay 
the transportation, ocean transportation for them. 

Mr. Tuomas. That figures out to $4,375,000? 

Mr. Gipson. That is right. That is what makes the figure look 
unusually high. 

Mr. THomas. You are paying $125 each—the IRO transports 
them over to the United States? 

Mr. Barat. That is correct. 

Mr. THomas. And then when they get into the United States what 
are you allowing; what is the figure for transporting them to their 
new home, $100 or $125? 

Mr. Bara. Our estimate of the average cost is about $75 per 
person. 

Mr. Tuomas. What has it proved out to be? 

Mr. O’Connor. It is running about, Mr. Chairman, an average of 
$75. The settlers are going further west than they have gone in the 
early part of the program. 

Mr. Tuomas. What part of them are settling in New York? 

Mr. O’Connor. There is an increasingly smali percentage. The 
trend is to the Central States, west of the Mississippi. 


PERSONAL SERVICES 


Mr. THomas. How do you account for the big increase; what about 
your personnel costs; you only show a reduction of about 30 jobs, 
from 405 down to 375? 

Mr. Gipson. I think we have an actual reduction from 375 down 
to 220. That is the maximum, that is, the figure you are referring 
to is the maximum. 

Mr. Tuomas. That figure on a 12 months’ basis will be 220 rather 
than 375; is that correct? 

Mr. Gisson. That is correct. 

Mr. Tuomas. What part of your program, dollarwise and person- 
nelwise will you close on June 30, 1951? 

Mr. Gipson. What part of it will we close? 

Mr. Tuomas. Yes, dollarwise and personnelwise? 

I will read it from the bottom of page 39: 

The cost of personal services is estimated at $1,050,000. Of this amount, about 
$600,000 will be for the salaries of American and alien personnel and for allow- 
ances; about $320,000 for the salaries of the staff in the United States; and about 


$130,000 for the cost of terminal leave. This represents a reduction in cost of 
nearly 32 percent below the fiscal year 1951. 





777 


What part of this cost here of $330,000 for staff in the United States 
will be for people brought back from Europe in 1951 and charged to 
your 1952 appropriation for liquidating costs for efforts overseas? 

Mr. Grsson. Actually very little, Mr. Chairman, because we are 
going to have to run full scale right down until June 30. We may 
close one shop overseas; we may close the office at Schweinfurt, but 
that is because the Army is taking over the facilities there June 1; 
but we also have to staff the Hanau office in Germany—there will be 
the German ethnic program or 

Mr. Tomas. Under the law your entire program winds up June 
30, 1952? 

Mr. Gipson. The IRO is still going to have some program—— 

Mr. THomas. I mean by June 1952? 

Mr. Gipson. Yes. Iam sorry. Yes. 

Mr. Tuomas. You are going to be behind in your program; in 1951 
or 1952 you are going to fail to bring in about 66,000.. Something 
like 125,000 would be there at the close of the fiscal year 1952. Do 
you expect to go beyond that? 


EXTENSION OF DPC AUTHORIZATION 


Mr. Gisson. We cannot, under the act unless we receive congres- 
sional authorization. 

Mr. Tuomas. Are you planning to ask an extension of your author- 
ization? 

Mr. Gisson. The House committee has notified me they want to 
discuss with me shortly, after the first of April, that question. 


Mr. Tuomas. That is the Judiciary Subcommittee of the House? 

Mr. Gipson. Yes; the Judiciary Subcommittee, Mr. Walter’s 
subcommittee. 

I might say on that, that we estimate that we have about 35,000 in 
the pipeline—we estimate there would be close to 35,000 overseas who 
could be brought in after June 30 that we would not be able to get in 
before June 30. 

Mr. Covupert. This year? 

Mr. Greson. Of this year. 

Mr. T'Homas. How many in the pipeline? 

Mr. Grsson. We estimate 35,000. 

Mr. Tuomas. You still would be short 90,000? 

Mr. Gisson. No. We have currently in the pipeline, over-all, 
92,000, is it not? 

Mr. Corxery. The number in the pipeline is 92,000, I am told. 

Mr. Tuomas. I thought you had approximately 163,000 and you 
are only bringing over 48,000? 

Mr. Bara. No; we may be short by about 48,000. 

Mr. TuHomas. You are short that many? 

Mr. Grsson. Yes. 

Mr. Tuomas. And you will have how many in the pipeline beyond 
June 30, 1951; 35,000? 

Mr. Barat. Thirty-five thousand. 

Mr. Tuomas. How long would it take to get them over if the act 
is extended? 

Mr. Gipson. Well, it would take not in excess of 6 months, in my 
judgment. We might pull all of them out by around November 1. 
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Mr. Tuomas. You have quite an extensive travel item. Your figure 
is about $150,000. You are going to bring back 250 families. What 
does it cost, about $500 as the transportation costs? 

Mr. Barat. Yes, Mr. Chairman. 

Mr. Tuomas. How did you arrive at the figure $500? 

Mr. Barat. That is based on our experience. 

Mr. THomas. What else goes to make up the item of $280,000? 

Mr. Barau. $50,000 would be for travel of personnel while they are 
working on the program. 

Mr. Tuomas. Inside the United States? 

Mr. Barat. That would be both in the United States and for—— 

Mr. Tuomas. Will you break it down, showing how it is divided 
as between inside and outside? 

Mr. Barat. It is about $30,000, overseas, and about $20,000 in the 
United States. 

NUMBER OF AUTOMOBILES 


Mr. THomas. How many automobiles do you have overseas, and 
how many do you have in the United States? 

Mr. Bara. We have 3 in the United States, and about 50 overseas. 

Mr. THomas. How many does the Army furnish you overseas, and 
the other governmental agencies? 

Mr. Corxrery. The only transportation we get we pay the Army 
for it. 

Mr. THomas. When did you start paying for it? 

Mr. Bara. That has been true all along. 

Mr. Tuomas. Were they furnishing you transportation in 1950 
and 1951? 

Mr. Barat. We paid for it. 

Mr. THomas. On what day rate? 

Mr. Bara. Seventy-two cents an hour, I believe is the rate. 

Mr. THomas. Did they furnish a driver, too? 

Mr. Corkery. They charged about 50 cents an hour for the driver. 

Mr. Fisner. They charge about 50 cents an hour for a driver. 

Mr. THomas. That makes $1.22 an hour then. They furnish gas 
and oil? 

Mr. Fisuer. Yes. 

Mr. THomas. What do you need with $25,000 for transportation 
in the United States? 

Mr. Grsson. That is largely involved in the resettlement program. 
It will require more travel, particularly when we get into the German 
ethnic program. 

Mr. THomas. Who has authority over them after they get into the 
United States? 

Mr. O’Connor. There are 34 State commissions who are ap- 
pointed by the governors of the respective States. They are co- 
operating with us on the farm-labor question, for instance, and they 
are making surveys, State-wide and in particular counties, and in that 
connection they request service from the Washington office as to 
whom we will select overseas, and we send a man out into that State 
who may spend a week there or longer. 
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Mr. Tuomas. How many people do you have in the United States 
doing that? 

Mr. O’Connor. We have five, sir. 

Mr. Tuomas. They have no jurisdiction over these people, have 
they? They have no authority to tell them to move from place A 
to place B, for instance? 

Mr. O’Connor. I am sorry I did not make myself clear, Mr. 
Chairman. 

Mr. Tuomas. I think you did. 

Mr. O’Connor. That is before they arrive in the United States. 
It is for the preparation of assurances to meet farm needs here in the 
United States. ’ 

Mr. Tuomas. You have a unit here after they get into the United 
States also, which inspects them then, have you not? 

Mr. Grsson. Not the individual DP; no, sir. 

Mr. Tuomas. You have an organization, a unit in your central 
office here, doing just exactly that, have you not? 

Mr. O’Connor. No, sir; we do not have. 

Mr. Gipson. Our resettlement officers visit the State commissions 
and work on these programs there; yes. 

Mr. Tuomas. What jurisdiction does he have after he visits the 
States? What good can he do? You have no jurisdiction to tell 
them what to do or what not to do? 

Mr. Gipson. He would explain to them, he would tell them what 
to do under the law in order to get displaced persons. That is pri- 
marily what he does, and he also assists them in planning State surveys. 

Mr. THomas. You do not have to expend any travel money for that 
purpose. A 3-cent letter would get all of that information, 

Mr. O’Connor. We thought that for the first couple of years, and 
then the State bodies became very critical of us because we did not 
send people out there so that we could understand some of their 
problems out in the States and counties. When we sent two men out 
there doing that they liked it, and insisted on our continuing it. We 
tried it by letter in the past, but it did not work out. 

Mr. THomas. Could they not make a trip here to see you, then? 

Mr. Gipson. Most of them do not have any appropriation to 
function on, or very little in the way of appropriations, and the 
Governors of the States make very litthe money available to them 
to work for this purpose. It mostly gratuitous work. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. What is your “Transportation of things,’’ $25,000? 
Is that for bringing back your household goods? 

Mr. Barat. Yes, sir. 

Mr. Tuomas. $25,000, at an average cost of $100 for each overseas 
employee’s family returning to the United States. How many is that? 

Mr. Barat. Two hundred, sir. 

Mr. Tuomas. And $5,000 for the transportation of permanent over- 
seas records and other miscellaneous transportation. You cannot put 
this on an Army transport and save that $5,000, can you? 

Mr. Bara. We will if we can, sir. 
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COMMUNICATION SERVICES 


Mr. Tuomas. “Communication services’ drop from $45,000 to 
$35,000. 

The reduced scale of operations both here and overseas is expected to make this 
reduction possible. 

What part is spent overseas and what part here? 

Mr. Barat. I am sorry, Mr. Chairman. We will have to supply 
that for the record. I do not have that figure. 

(The matter referred to is as follows:) 


It is estimated that of the $35,000, about $15,000 will be spent overseas and 
about $20,000 in the United States. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. “Printing and reproduction,” $12,000. This will 
be mainly for the printing of the semiannual reports to Congress and 
required forms. What did that report cost you last year? 

Mr. Barat. About $1,000, sir. 

Mr. Tuomas. And $11,000 for forms? 

Mr. Barat. That is for each report, sir; there are two each year. 
That is $2,000, and most of the remainder is for forms. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. “Other contractual services,’’ $86,000: 


The estimate of $86,000 for other contractual services is mainly for the cost of 
hospitalization and detention of displaced persons when they enter the United 
States. 

What did you spend for that in 1950? 

Mr. Barat. That was about $150,000, sir. 

Mr. Tuomas. How much did you actually spend in 1950? 

Mr. Barat. The total? 

Mr. Tuomas. Yes. 

Mr. Barat. $1,644,317. 

Mr. THomas. That is for 1950? 

Mr. Barat. Yes, sir; the actual expenditures. 

Mr. Tuomas. How much? 

Mr. Barav. Those are the obligation figures, $1,644,317. 

Mr. Tuomas. You only had appropriated $150,000, did you not? 

Mr. Barat. Oh, I am sorry; I am talking about all expenditures. 
You want that figure? 

Mr. Tuomas. For “Other contractual services” you want $86,000 
for 1952, for the cost of hospitalization and detention of displaced 
persons when they enter the United States. 

Mr. Barat. In 1950 for that item we spent $150,000. 

Mr. Gisson. $150,221. 

Mr. Tuomas. I see that is what you have in your justification. 
Did you actually spend that much? 

Mr. Bara, That is actual obligations, sir. 

Mr. Tuomas. What about 1951? 

Mr. Gipson. We have estimated $150,000. The year is not yet 
over. 

I think we have obligated about $70,000 so far. 
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Mr. Tuomas. How do those costs arise? 

Mr. Barat. The displaced person when he comes into the United 
States may require hospitalization, or he may require detention for 
some reason or other, and the Immigration Service sees to it that the 
person is sent to a veterans’ hospital, I believe, and we are charged 
for whatever the cost is of feeding the displaced person, and if there 
are any costs for the medical examinations we pay for them out of 
this fund. 

TOTAL EMPLOYMENT OF DPC 


Mr. THomas. What is your total employment in the United States 
and overseas, taking into account the Army, the Public Health Service, 
the Naturalization and Immigration Service, and the Department of 
State? 

Mr. Girson. For 1952? 

Mr. Tuomas. For 1951 first. 

Mr. Grirsson. For 1951 it was a 1,111 average. 

Mr. Tuomas. An average of 1,111? 

Mr. Gipson. Yes, sir. 

Mr. Tuomas. And for 1952? 

Mr. Barat. It is 502. 

Mr. THomas. You cut most of your programs by 70 percent. What 
does this figure out, about the same amount, does it not? 

Mr. Barat. Almost; yes, sir. 

Mr. Yates. How much trouble has the Commission had with as- 
surors that bring people here to this country? 

Mr. Gipson. In what way do you mean, Congressman? 


Mr. Yares. In not assuring against the immigrants becoming public 
charges? 

Mr. Gipson. We have had practically no trouble at all. I think of 
the cases that have actually been up for deportation three have actu- 
ally been deported in something over 200,000 cases. 

Mr. Yares. In over 200,000 cases? 

Mr. Grsson. Yes. 


GERMAN Erunic OriGIN PrRoGRAM 


Mr. Couprrr. Mr. Chairman, not having been a member of this 
committee last year, I am not familiar at all with this new German 
ethnic origin program. What sort of people are they? Are they in 
DP camps, or are they just living about Germany in different places; 
what is the story on that? 

Mr. Gipson. There are estimated to be between 8,000,000 and 
10,000,000 of these people who, after the Potsdam Agreement were 
shipped out of the eastern countries, most of which are behind the 
iron curtain now. They were of German ethnic origin, and many 
of them had been living in these countries for eight generations. 
They were shipped out into Austria and Germany mostly. 

Mr. Coupert. What is the present status of those people in Western 
Germany? 

Mr. Gipson. Around 90 percent of them are what we call free-living 
inside of the German economy over there. There are probably in the 
neighborhood of 10 percent of them who may be in camps provided 
by the German Government. 





Mr. Coupert. Do those 10 percent have any occupation at all? 

Mr. Grsson. No regular occupation, certainly. 

Mr. Coupert. Do they find any employment? 

Mr. Gipson. I am not sure of that. 

Mr. O’Connor. Yes; I think they have equal access with others to 
employment in the German economy. 

Mr. Couprrr. Do they get employment; or is there much unem- 
ployment in Germany at the moment? 

Mr. Gipson. There is plenty of unemployment in Western Ger- 
many, but there is not too much distinction against what is known 
locally as the auslander. If there is a choice between a native German 
and an expellee, there is probably some distinction in favor of the 
native German, but many of the expellees who are eligible under the 
act are German nationals. 

Mr. Couprrr. Now, do you select most of your candidates for 
immigration from among that 10 percent, that is, the so-called free- 
living group? 

Mr. Gipson. No; 10 percent of them live in camps. The 90 percent 
is the free-living group. 

Mr. Couprert. Do you draw most of your candidates from the ones 
who live in the camps? 

Mr. Grsson. No, not necessarily. That program has just gotten 
started since | went to Europe. 

Mr. Corxery. I think it can be answered in two ways. First, the 
program is qualified to a certain extent by nominations by either 
relatives or friends here in the States. In nominated cases we choose 
the person to whom the nomination is directed. On the anonymous 
assurance to us that is on the German-expellee program, we are at- 
tempting a higher bracket of selection than we were able to under the 
disp!aced-persons program. In other words, we are attempting to 
find better qualified people to fill the job in relation to any manpower 
needs here that we have to fill, and to that purpose the Commission 
has now in the field the first group of some 19 occupational analysts 
who are working almost exclusively on the expellee program for the 
purpose of fitting those men to the job requirement that we receive 
from the States under the assurances. 

Mr. Couprrr. I| take it, therefore, that if your administration is 
successful in achieving its purpose of getting the 35,000 Germans you 
are planning to bring in in 1952 you will be able to get people with 
some substantial measure of technical skill and qualifications for jobs 
of various kinds? 

Mr. Corkery. Yes, sir. 

Mr. Coupert. In other words, men with productive skills? 

Mr. Corkery. Yes, sir. 

Mr. Grsson. In listing some of the categories desired one of the 
principal ones, of course, is farm workers. We have some really 
basic farm people among the Germans. We are recruiting machinists, 
tool-and-die makers, and we are recruiting hard-rock miners, and we 
are recruiting some foundry workers, and also sheet-metal workers. 

Mr. Couperr. Would you hazard a guess, or have you any estimate 
of the percentage of that 35,000 that would be included in the category 
of industrial workers of various kinds? 

Mr. Gisson. No, I do not think so. I think that there are so 
many people who are available with industrial skills that it will 





783 


largely depend upon the demands we get on this side as much as 
anything else. 

Mr. O’Connor. A survey was made in Germany as to the excess 
population within Germany, and it was found that slightly over 
1,000,000 people were not in employment, and were likely to be some 
type of burden upon the state or government. That is being remedied 
there. ‘Lhe vast majority of those were agriculturalists. Under the 
reduced land available there was not enough land for these people to 
work on, and the people who made the study of the situation recom- 
mended that this group of agriculturalists ought to get first priority 
to move. They are primarily people who have been farming, and 
that is all they know. 

There are, however, some farmers: who are working. They have 
been given land that has been cut up, such as the old drill ground 
which has been taken over and parceled out to these people, plowed 
up and planted to crops. 

Mr. Couprrr. What proportion of these will be personal nomina- 
tions as opposed to anonymous nominees? 

Mr. O’Connor. Perhaps 25 percent of them. However, that is 
only a very rough estimate. 

Mr. Gisson. Will be personal or what? 

Mr. O’Connor. That is through relatives or some kinship and direct 
friends. 

Mr. Covuperr. Thank you. 

Mr. Tuomas. Are there any further questions? 

Mr. O’Connor, are the majority of the persons of ethnic German 
origin from the Sudetenland? 

Mr. O’Connor. There are approximately two and a half million 
German ethnics from the Sudetenland. We have approximately four 
and a half million Reichs Deutsche, who were expelled from the terri- 
tory which was formerly German and which was ceded to Poland. 

Mr. Tuomas. And in the Corridor country up to Danzig. 

Mr. O’Connor. Yes, sir; in the Corridor country and in the Baltic 
States we have in the vicinity of half a million. 

Mr. Tuomas. Where are you going to get the other 35,000? 

Mr. O’Connor. We have Slavs from Hungary who number about 
400,000. 

Mr. Tuomas. You can get 50,000 all right, and they are all pretty 
good folks. 


EMPLOYMENT, OVERSEAS AND UNITED STATES 


Let me break one figure down. What about 1951? You figure on 
1,111 employees. How does that break down between the District 
of Columbia and overseas? That is, your employment figure of 1,111 
for 1951. How is that broken down between the District of Columbia 
and overseas? 

Mr. Gipson. Among all categories—— 

Mr. Tuomas. Including the five services. For the fiscal year 1951 
you had 1,111 employees. How does that break down between over- 
seas and the United States? 

Mr. Barat. Overseas we had 21 for the Immigration Service in 
1991-——— 

Mr. Tuomas. You said 21 for 1951; what do you mean by that? 
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Mr. Barat. That is overseas. That means we have 120 here in 
the United States. I can give you the United States figure. There 
would be 120 plus 90, or roughly 210. 














EMPLOYMENT BY AGENCIES 


Mr. Tuomas. At this point in the record insert a table breaking 

down the employment for 1950, 1951, and 1952 between overseas and 
the United States for those 3 years—one, the Office of the Commission; 

/ two, the Army; three, the Public Health Service; four, the State 

: Department; and five, the Immigration and Naturalization Service. 

oe Mr. Barat. Yes, sir. 

(The matter referred to is as follows:) 





Breakdown of personnel requirements, between United States and overseas 


PERSONNEL REQUIREMENTS IN THE UNITED STATES 

















1951 esti- 1952 esti- 
1950 actual mate mate 





Displaced Persons Commission ___..........__- 
eID COP UUO NO oe. nme nccdcccncan 
Public Health Service... ._._- 
SING WP NS cco inna cand dsnonaue da. 
Immigration and Naturalization Service _____. 

















PERSONNEL REQUIREMENTS OVERSEAS 








Displaced Persons Commission 





7 is ee Mee 241 285 160 
Department of the Army. .__---- PSS TOO 119 262 76 
Pups tenth Gervies........~..2-........ 20 38 12 
Department of State- . 173 258 67 


Immigration and Naturalization Service 











TOTAL PERSONNEL REQUIREMENTS 









Displaced Persons Commission 


i ee ee 375 | 220 
Department of the Army.___..........._-- te. 119 262 76 
Pee UNIO oe cn luc deecceksuecees 22 41 13 
Department of State_- stoma isis ge alin dw ipiaig eed te 284 75 
Immigration and Naturalization Service ___- 91 149 












Es aie ONE ain tin tea aad 
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Mr. Corron. Have you made any survey at any time to find out 
what it costs per case to bring displaced persons into this country? 

Mr. Barat. We have not made such a study; no, sir. 

Mr. Corton. Have you made any survey at any time of the value 
of the services that you get from the Army, the Navy, the Air Force 
or other departments for which you do not pay in connection with this 
program? 

Mr. Barat. No, sir. 

Mr. Corron. So, you have not any definite, accurate knowledge 
of the actual total cost in relation to the production, if I may use that 
word, of this program? 

Mr. Gipson. Only insofar as our direct appropriation is concerned. 
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NuMBER or DispLacepD PERSONS ADMITTED 


Mr. Corton. What was the total number of individuals brought 
into this country under this program in the last full fiscal year? That 
would be the fiscal year 1950; would it not? 

Mr. Barat. In round figures about 130,000, sir. 

Mr. Corron. Will that number be exceeded in the fiscal year 1951? 

Mr. Barat. No, sir; it will be less than that. 

Mr. Corron. About how many will it be in the fiscal year 1951? 

Mr. Barat. About 125,000 in the fiscal year 1951. 

Mr. Corron. And what do you anticipate will be the total number 
in the fiscal year 1952? 

Mr. Bara. The number admitted into the country will be about 
60,000. 


WORK OF LOCATING DISPLACED PERSONS IN UNITED STATES 


Mr. Corron. What branch of your organization today is locating 
these people, finding places for them when they come here? That is 
handled by what department in your organization? 

Mr. Gisson. We do not have a department that handles that 
directly. That is all handled by the voluntary agencies and organiza- 
tions and the assurances which people send in to the Commission for 
these displaced persons. 

Mr. Corron. That is, you operate through organizations, churches, 
and any interested associations or groups or clubs? 

Mr. Grsson. We have 11 or 12 accredited agencies work with us 
in that type of resettlement work, plus the various State commissions. 

Mr. Corron. Will you give me 2 or 3 examples of the 11 or 12 
accredited agencies? 

Mr. Grrson. The Church World Service, the National Lutheran 
Council, the National Catholic Welfare Conference, Tolstoy Founda- 
tion, the United Ukrainan-American Relationship, and a number of 
other groups like that. 

Mr. Corron. Do any of your personnel engage in checking or follow- 
ing up or testing the information you get from these agencies and 
these other interested groups to find out whether it is a suitable loca- 
tion for the person you place here? 

Mr. O’Connor. The State commissions and committees do that. 
Generally if it is a farm placement they do it through the Agricultural 
Extension Service, and in industry it will be either through the Em- 
ployment Service or the State labor department. 


PLACEMENTS IN AGRICULTURE 


Mr. Corton. Prior to the recent program, and I am now referring 
to your German ethnic program, have you any knowledge of how 
successful placements were in agricultural employment? 

Mr. O’Connor. I believe it was in March and April of 1950 when 
we conducted a survey. At that time we found that slightly over 90 
percent of the people who were admitted up until that time had been 
what we termed successful placements. Of the 10 percent who were 
not listed as successful placements, they broke down into the following 
categories, and I am sorry I cannot give you the exact number in each 





of these categories: those who needed some type of assistance or 
guidance after their arrival here—it might have to do with the place- 
ment of their children in school, or it might have to do with some 
temporary sickness that came up; and the second category were those 
who came to the United States to what we considered to be a good 
placement, but who did not remain in that placement, but migrated 
from that placement to a metropolitan area, principally movements 
from the Southern States to the northern industrial areas. 

Mr. Corron. How large is the percentage in that group that you 
are referring to right now? 

Mr. O’Connor. | would say somewhere between 2 or 3 percent. 

Mr. Corron. No more than that? 

Mr. O’Connor. No, sir; about 2 or 3 percent. 

The next category might throw some light on that; the placements 
which were made and which the people left were considered to be un- 
satisfactory; that is, the housing was unsatisfactory, the rate of pay 
was unsatisfactory, and in a good many cases they were not being paid 
anything at all. 

Mr. Corron. I have been very much interested in this testimony 
because I represent a district that is largely agricultural, rural, and 
my attention has been brought to a number of instances, more than 
one or two isolated instances, where every effort and endeavor was 
made by the local people interested to welcome these farm workers 
and see that they had proper treatment and proper living conditions 
and proper compensation, but in every one of these instances the “y 
were not happy and not contented, and would immediately migrate 
to New York. 

I had one clergyman, a very social minded clergyman, who was a 
very ardent supporter of this whole program, and was instrumental in 
getting several families located in a community which was a prosperous 
farming community. In two instances they were on large farms, had 
good housing furnished to them, and had very reasonable wages and 
‘had all of the butter, milk, and produce they could use in addition to 
their wages. They got up in the middle of the night and went to 
New York, and he complained to me that somebody was disturbing 
the program, that some of their compatriots had come up from New 
York and told them how much more money they could get down there, 
but had not advised them that the cost of living was more down there, 
and he simply threw up his hands and became rather hostile to the 
whole program. Have you run into that? 

Mr. O’Connor. Yes, sir; we have, and as a consequence of that 
development two things happened. The Displaced Persons Act was 
amended, and section 6 requires a good-faith oath or affirmation which 
must be taken before a visa is issued. 

That was put in to reduce exactly what you are talking about, to 
eliminate it if it is possible to do so, because the immigrant is subject 
to later deportation proceedings if, upon investigation by the Attorney 
General, it is found that a good-faith oath or affirmation was admin- 
istered at the time he was taken up for a visa issuance, and this oath 
had been violated. 

Secondly, we called together all of the so-called nationality groups 
and editors and publishers of foreign-language newspapers, and we 
had a series of meetings with them in New York and Chicago bringing 
this matter to their attention, telling them they were doing irreparable 





damage to the resettlement program, and we discouraged the rest of 
their papers and members of the various nationality organizations 
from doing that. 

We think the recent trend has been healthy. We think it has been 
primarily because of the amendment to the act requiring a good-faith 
oath or affirmation. We believe that the cooperation of the foreign- 
language press is baving a healthy effect. 

Mr. Corron. Have you had any ac tual deportations by action of 
the Attorney General under that provision? 

Mr. O’Connor. No, sir; not as yet. There are some complaints 
being investigated. 

Mr. Grsson. There have been no deportations as yet. 

Mr. Corron. How long has this been in effect? 

Mr. Greson. Since June 16, 1950. 

Mr. Corron. And you have pending cases, but none of them 
have been closed? 

Mr. O’Connor. Yes, sir; that is correct. 

Mr. Corron. How many cases are pending? 

Mr. O’Connor. | am sorry I do not have that figure, Mr. Cotton. 

Mr. Ritey. Not over a dozen. 

Mr. Corron. Does your Department follow that through and 
collaborate with them on it? 

Mr. Rintey. We follow any complaints we receive. 

Mr. Corron. You turn them over to the Department of Justice? 

Mr. Ritey. We represent the Immigration Service in the Depart- 
ment of Justice. 

Mr. Corron. Would you say that this tendency for agricultural 
labor to proceed to various and sundry places in the metropolitan 
areas, in the cities, is only a matter involving 2 or 3 percent of your 
entire group? 

Mr. O’Connor. When that study was made during March and 
April of 1950 that was our finding. 

Mr. Corron. Would you say from your knowledge of what is 
going on that that percentage has increased or decreased since then? 

Mr. O’Connor. | would say as to those people who were admitted 
after June 16, 1950, those who filed an oath or affirmation, that there 
has been a big drop, but this does not apply to people whose visa 
was issued to them prior to June 16, because that oath does not apply 
to them, and they can move out now. 


OATH REQUIRED OF DISPLACED PERSONS FOR VISAS 


Mr. Corton. What is this oath that is required of them? 

Mr. O’Connor. Section 6 (b) requires the applicant to take an 
oath or affirmation prior to the issuance of his visa. It provides: 

No visa shall be issued to any alien whose admission under this act is based 
on the submission of an assurance of suitable employment unless he shail first 
execute a signed statement under oath or affirmation that he accepts and agrees 
in good faith to abide by the terms of employment provided for such person in 
the assurance upon which his application for a visa under this act is based. 

Mr. Yares. How long must he stay at that place? 

Mr. O’Connor. There is no definite time specified in the act. 

Mr. Corron. I was just coming to that, Mr. Yates. 

It seems to me that an oath or affirmation would be utterly useless 
in one way. In the first place, if a person is simply trying to get into 
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this country, and when he got here was not satisfied with local condi- 
tions and the farm laborer wanted to get into the city where his 
nationals were centered, it does not seem to me that a bare oath or 
affirmation would stop him from doing so. If it would, it seems to 
me, on the other hand, it would son 4 a great injustice on a man 
where he might get located under improper conditions where he had 
every justification to leave. I cannot understand that that expedient 
would reduce your troubles. 

Mr. O’Connor. We also acquaint him with the obligations he 
assumes under this good-faith oath or affirmation. In taking that 
oath or affirmation the applicant is acquainted with the fact that some- 
one in the United States is going to give him a resettlement oppor- 
tunity. A reasonable length of time for him to say is indicated, say 
1 year. He is acquainted with the fact that if circumstances in his 
resettlement opportunity make it impossible for him to live there he 
is not to take up and leave, as you have indicated, in the middle of the 
night to go to New York City, but rather that he can go to the State 
commission or committee in his State and make his difficulties known 
to them, and they will send an investigator out to look into the 
situation, or he may call upon the United States Displaced Persons 
Commission, write directly to us, and we, in turn will refer it back to 
the State for investigation. 

Mr. Tuomas. Mr. Cotton, may I interrupt there? 

Mr. Corton. Yes; certainly. 

Mr. Tuomas. Of course, this theory is all right. You put him 
under oath, and you cannot do anything about it. You are doing 
the best you can with the tools you have to work with. You cannot 
make a man work, and you cannot make him stay where you put him, 
either. As a practical matter the way this thing works is that every 
one of these candidates has received numerous letters from the States 
from their friends and acquaintances, and they know just exactly 
everything that they are supposed to do or not to do. A good many 
of them are reasonably conscientious, no doubt, but if thy have an 
opportunity to move, or have the urge to move they know just as 
well as any American citizen what their rights are, and there is nothing 
that the Commission can do about it, and there is nothing anybody 
else can do about it. 

Mr. Corton. I gather from the justifications and your testimony 
that your activities in Europe are on the decrease, that is, your 
personnel? 

Mr. Gipson. They will be; yes, sir. 

Mr. Corton. So this program of education which you have inaugu- 
rated over there is not going to advance. That is going to be curtailed, 
is it not? 

Mr. Grrson. No, sir; not necessarily. 

Mr. O’Connor. That is going to remain the same, because we need 
the same number of people to giv ethese lectures and to present visual- 
aid material in their native language, and so forth. They can take 
400 as well as 40 people, and we will need those people there. 

Mr. Corton. If a displaced person arrived in this country and is 
placed out in a rural section somewhere in agricultural work, and he 
goes and finds matters are not favorable and he is dissatisfied with 
them, his recourse after affirmation is to appeal to the State com- 
mission? 
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Mr. O’Connor. Yes, sir. 

Mr. Corron. Who is supposed to have the sitution investigated? 

Mr. O’Connor. Yes, sir. 

Mr. Corron. But I understood you to say that these State com- 
missions have no funds to work with, and they do not have the per- 
sonnel to handle situations of that kind. 

Mr. O’Connor. The State commission is composed of the public 
services existing in the State. Practically all of them have on them 
a representative of the State department of labor, the State depart- 
ment of agriculture and the State department of welfare, on the State 
commission itself, and the proper agency generally brings it up and 
makes the investigation. There are existing services in the State who 
do it, but what Mr. Gibson referred to was the general situation with 
regar d to funds made available to the commissions in their own States. 

Mr. Corron. You mean that any organization of the State that has 
social workers or investigators would take this case on? 

Mr. O’Connor. Yes, sir. 


DISPLACED PERSONS IN AGRICULTURE 


Mr. Corton. Prior to this new program that you have taken on, 
the German ethnic program, what percentage of your importees w ent 
into agricultural districts, and what percentage of them went into 
industrial work, roughly? 

Mr. O’Connor. You want the agricultural workers separated from 
the others? 

Mr. Corron. Yes; agricultural workers on one side and everything 
else on the other. 

Mr. O'Connor. If you will accept a rough estimate, I believe it is 
somewhere between 26 and 27 percent. 

Mr. Corron. In agriculture? 

Mr. O’Connor. Yes. 

Mr. Corron. Are you not required to send 30 percent of them into: 
agriculture? 

Mr. Puiuurps. Did not the original act make it necessary for you 
to put 30 percent in agriculture? 

Mr. O’Connor. Yes, sir. 

Mr. Corron. That has been amended, has it? 

Mr. O’Connor. Yes, sir; that provision has been removed. 

Mr. Grsson. That is why we had so many square pegs in round 
holes in this program, in the early part of the program. 

Mr. Corron. Now that you have this new group you are dealing 
with—and you refer to them not as DP’s 

Mr. Grsson. No; but as German expellees. 

Mr. Corron. I gather the larger percentage of them are composed 
of those who have been agricultural workers in their native places. 

Mr. O’Connor. Yes, sir. 

Mr. Corron. How lon has that program been under way? 

Mr. Grsson. Principally since the first of the year. 

Mr. Corron. And most of them are going into agricultural situa- 
tions? 

Mr. O’Connor. I think the majority. We have authorized the 
processing of 5,000 German ethnic farm families, who will be placed 
around the country in places where they are needed. In order to 
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make sure we get farmers, the Commission, in cooperation with the 
United States Department of Agriculture, has gotten six county 
agents, county agricultural advisers, all recommended by five Middle 
Western States, and they are in Europe now doing the selecting and 
certifying of all of those people who are coming in as farmers. 

Mr. Greson. I might add, too, they all speak German, which 
makes them very effective in interrogating those people as to their 
qualifications. If I might add further, at a senior officers’ meeting I 
had in Frankfurt, Germany, week before last, at the close of my visit 
over there, I instructed them that in selecting farm families, if any- 
body came up and said he had an industrial skill and also a farm skill, 
just to pass him up as far as farm assurors were concerned, because 
we did not want anything but basic farm families who we felt reason- 
ably sure would stay on the farms where they were placed. 

Mr. Corron. You doubtless agree that up to the time you began 
this program, as far as the agricultural angle of this is concerned, the 
results were rather unsatisfactory; were they not? 

Mr. Grrson. No, sir; perhaps in part I agree with vou. 

Mr. Puttires. You asked for $8,260,000 for next year for your 
administrative expenses, and according to the note you have here, 
that includes some money which had previously been justified by the 
State Department. Is that right? 

Mr. Barat. Yes, sir. 

Mr. Patties. Can you tell me how much in the preceding vear 
appropriations had been justified in other budgets but spent for this 
program? 

Mr. Bara. Only $73,000. 


Mr. Patties. Do vou mean that is the amount vou got last vear? 
Mr. Barau. That is the amount shown. 

Mr. Patiitps. In 1950, what was the amount spent? 

Mr. Bara. Just about the same amount. 


Bupcetr Supmirrep To BurEAu oF BupnGetr 


Mr. Putuuies. For how much did you ask the Bureau of the Budget? 

Mr. Baran. $9,075,000. 

Mr. Patties. When they cut you approximately $800,000, did 
they tell you where to cut? 

Mr. Barat. They gave us a rough indication. One of the principal 
items they suggested be cut was the amount for loans. We asked for 
a larger amount for loans for inland transportation. 

Mr. Putuuies. Under section 14? 

Mr. Barat. Under section 14; yes, sir. 

Mr. Putuips., Are not you a liquidating agency? 

Mr. Barat. in part. 

Mr. Puiuurps. That is, vou are supposed to go out of business a 
year from this coming June? 

Mr. Barat. Actually the Commission is supposed to go out of 
business at the end of August 1952, and most of its activities will 
be done by then. 

Mr. Puruties. Where do you get the August date? 

Mr. Barat. That is in the act. 

Mr. Puiturps. The reason I asked that is because you say on page 3 
that you do expect to end in 1952; but then, when I turn to your 
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request for people, you had 345 in 1950, 405 in your 1951 estimate, 
and how many do you have right now? 

Mr. Barat. We have about 375 right now. 

Mr. Puiuures. And you expect to carry 375 through next year? 

Mr. Grsson. No, sir. 

Mr. Puinures. Well, you ask for that many. 

Mr. Gipson. No. That is the maximum. Actually 220 is the 
correct figure which we carry through next year. 

Mr. Puitures. What I had in mind was that “sep are beginning to 
let down so that by the time you come to July 1, 1952, the only 
people left with your agency will be those actually dedar it up. 

Mr. Ginson. That is Tight. 

Mr. Purures. And does your request for money correspond to 
that reduction in personnel? 

Mr. Barat. Yes, sir. 

Mr. Puitures. I do not see how it can;-because you ask for more 
money than you asked for last year, even allowing for the $73,000. 
You got $8,073,000 last year, including the State De ‘partment money, 
and this year you ask for $8,260,000, including the comparable figure. 

Yet you are a liquidating agency that expects to be out of business 
a vear from this coming August. 

Mr. Barav. You will find in the 1952 estimate of $8,260,000, 
$4,375,000 for transportation of section 12 cases—German expellees. 
In 1951 the amount for that purpose was only $1,250,000. There is 
an increase of $3,125,000 right there. So that you find a decrease in 
other expenditures, including personnel expenditures. The reason 
the budget request is as high as it is is because of the increase in 
transportation cost. 

Mr. Ginson. You understand we pay the ocean transportation cost 
of the German expellees from Europe to the United States, and we do 
not do that on the IRO program. 

Mr. Bara. And there will be a larger number to be brought into 
the United States in 1952 than there are this year. 


UNEXPENDED FuNDs, 1951 


Mr. Gisson. If I may make one statement, I do not think we 
have indicated anywhere here, but we will be turning back more than 
$1,500,000 of this 1951 appropriation this vear, and that has not been 
made clear in the record. 

Mr. Pattuips. You mean we can recover that or we can give you 
permission to apply that against next year and reduce your budget 
by that much? 

Mr. Gipson. It is just unexpended funds primarily involved in this 
transportation problem of ethnic Germans. 
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WepneEspay, Marca 14, 1951. 
ATOMIC ENERGY COMMISSION 


WITNESSES 


‘GORDON DEAN, CHAIRMAN 

SUMNER T. PIKE, COMMISSIONER 

THOMAS E. MURRAY, COMMISSIONER 

DR. T.. KEITH GLENNAN, COMMISSIONER 

N. W. BOYER, GENERAL MANAGER 

WALTER J. WILLIAMS, DEPUTY GENERAL MANAGER 

RICHARD W. COOKE, DIRECTOR, DIVISION OF PRODUCTION 

DAVID F. SHAW, MANAGER, HANFORD OPERATIONS OFFICE 

S. R. SAPIRIE, MANAGER, OAK RIDGE OPERATIONS OFFICE 

FRED FORD, OAK RIDGE OPERATIONS OFFICE 

BRIG. GEN. JAMES McCORMACK, JR., DIRECTOR, DIVISION OF 
MILITARY APPLICATION 

CAPT. A. McB. JACKSON, DEPUTY DIRECTOR, DIVISION OF MILI- 
TARY APPLICATION 

ELMO MORGAN, DEPUTY MANAGER, SANTA FE OPERATIONS 
OFFICE 

FRANK C. DI LUZIO, SANTA FE OPERATIONS OFFICE 

DR. LAWRENCE R. HAFSTAD, DIRECTOR, DIVISION OF REACTOR 
DEVELOPMENT 

DR. KENNETH S. PITZER, DIRECTOR, DIVISION OF RESEARCH 

DR. SHIELDS WARREN, DIRECTOR, DIVISION OF BIOLOGY AND 
MEDICINE 

JESSE JOHNSON, MANAGER, RAW MATERIALS OPERATIONS OFFICE 

EVERETT L. HOLLIS, GENERAL COUNSEL 

LINDSLEY H. NOBLE, CONTROLLER 

FRANCIS J. McCARTHY, JR., DEPUTY DIRECTOR FOR BUDGETS 

FLETCHER C. WALLER, DIRECTOR, DIVISION OF ORGANIZATION 
AND PERSONNEL 

MORSE SALISBURY, DIRECTOR, DIVISION OF INFORMATION 
SERVICES 


Funds available for obligation 





| 1950 actual | 1951 estimate 1952 estimate 
| j 
| 





DIRECT OBLIGATIONS 


Appropriation or estimate___- : | $702, 930, 769 | $907, 820,000 ($1, 210, 000, 0CO 
Applied to contract authorization sa tay. . |—375, 006, 000 | —414, 000, 000 | —340, 000, 000 
Contract authorization___-_- SSA Ee Te RE 2 466, 074, 628 | 300, 150, 000 
Prior year balance reappropri: ated _...--.| 44,857, 874 55, 355, 384 
Reappropriation of 1949 and prior years’ balances. --- 1, 915, 933 





Total available for obligation _---------------| 838,863,271 | 851, 241,317 
Balance reappropriated for subsequent year : .| —55 355, 384 
Uv algal balance, estimated savings (contract authoriza- 

NE eae Uh aaa oucas cabin pns Coie .| _ 5.097, 164 | 





Total direct obligations. __..._-._-- ee 778, 410, 723 | ~ 851, 241, 317 | 870, 000, 000 


REIMBURSABLE OBLIGATIONS 








Reimbursements for services performed Aa cael 237, 049 174. 911 | 120, 000 








0 Es ENS LT OT, 778, 647, 772 | 851,416,228 | 870, 120, 000 
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Obligations by activities 





Description 


1950 actual 


1951 estimate | 


| 
1952 estimate 





1. Operations (accrued-cost basis): 
(a) Source and fissionable materials._....._..........-- 
(b) Weapons 
(c) Reactor development 
(d) Physical research 
(e) Biology and medicine 
(f) Community management. - --_- paar 
(g) Program direction and administration. 


Total 


2. Plant and equipment (accrued-cost basis): 
(a) Source and fissionable materials facilities - 
(b) Weapons facilities 
(c) Reactor development facilities 
(d) Physical research facilities_..._...............------ 
(e) Biology and medicine facilities 
(f) Community facilities 
(g) Administrative facilities 


Total costs incurred 

4, Increase or decrease (—) in— 
Ae oS ae 
(b) Special reactor materials inventories 
(c) Other special materials inventories __ 
(d) Operating contractors’ working capital 
(e) Construction contractors’ working capital 
(f) Operating net unliquidated obligations. _-__-_.-.-.--- 
(g) Construction net unliquidated obligations. _- 


. Transferred from (—) other Government agencies without 


reimbursement 


SEE TE SALLE TE I oa eins coe 


$120, 416, 680 | 
85, 832, 512 


22, 092, 169 | 


$147, 329, 800 
117, 487, 771 
39, 060, 426 
33, 610, 200 


22, 116, 623 | 


5, 014, 317 
24, 552,751 | 


} 


$194, 398, 000 
129, 744, 000 
51, 435, 000 
37, 766, 000 
22, 412, 000 
3, 311, 000 
25, 944, 000 





310, 558, 616 | 


389, 171, 888 | 


465, 010, 000 








79, 047, 601 


5, 028, 878 
43, 325, 629 
1, 200, 522 


68, 275, 992 | 


36, 534, 734 | 
22, 712, 375 | 


44, 868, 000 
48, 450, 094 
30, 669, 365 
9, 163, 815 
33, 486, 462 
497, 158 


148, 168, 230 | 


225, 256, 000 
90, 000, 000 
50, 000, 000 
37, 370, 000 

6, 333, 000 
10, 120, 000 
278, 000 








i 


256, 125, 731 | 
16a 774 | 


| 
| 


315, 303, 124 
151, 446 | 


419, 357, 000 
120, 000 











566, 848, 121 


| —3, 587, 565 | 


3, 253, 590 


2, 176, 535 | 


—14, 332, 103 
36, 038, 080 
208, 063, 804 


—6, 432, 066 


_.| —13, 380, 624 | 


~ 704, 626, 458 





—1, 760, 390 
4, 073, 521 
391, 432 
—65, 510, 326 


884, 487, 000 


—1, 101, 000 
6, 480, 000 
2, 416, 000 





7, 046, 316 
7,277, 737 | 


139, 527, 580 


—4, 256, 100 


549, 000 

—6, 948, 000 
107, 193, 000 
— 122, 693, 000 


— 263, 000 





| 778, 647, 772 | 
} 


851, 416, 228 | 
! 


870, 120, 000 








Obligations by objects 





] 
Object classification | 1950 actual | 1951 estimate | 1952 estimate 
DOES IN ED EAS SRR ae eA | | J 





SYMMARY OF PERSONAL SERVICES 
Total number of permanent positions = saa 5, 778 


Full-time equivalent of all other positions 35 
Average number of all employees. _- 4, 839 


5, 924 


Personal service obligations: | 
Permanent positions : : $20, 934,099 | $24, 247,369 | $26, 471,05 
Part-time and temporary positions x 222, 306 267, 617 | 271, 
Regular pay in excess of 52-week base 80, 238 | oan 102, 5s 
Payment above basic rates 983, 658 | 79, 369 | 1, 082, 


‘oa 





27, 927, 898 


Total personal service obligations .--| 22,220,301 


DIRECT OBLIGATIONS 


01 Personal services : Z | 22, 212, 458 5, 494, 35: 27, 927, 898 
02 Travel : , 1, 291, 283 , 892, 498 | 2, 186, 000 
03 Transportation of things 2, 428, 025 | y , 195 | 3, O17, 374 
04 Communieation services 1, 575, 368 | 1, 580, 5¢ 1, 697, 460 
05 Rents and utility services 9, 492,940 | 18, 666, 65, 520, 807 
06 Printing and reproduction. 215, 782 | 303, 295 | 270, 395 
07 Other contractual services. __- 191, 443, 540 | 251, 864, 100 | 29, 523 
Services performed by other agencies | 50, 948, 467 26, 081, 979 | 25, 889, 267 
Supplies and materials 48, 078, 463 55, 983, 010 | 71, 320, 776 
Equipment ; 6, 840, 763 11, 918, 677 | 000 
Lands and structures 443, 516,669 | 454,831,343 | 266, 330, 000 
Grants, subsidies, and contributions : | 363, 329 36, 000 ERICA ENE 
Refunds, awards, and indemnities__ panees | 3, 636 10, 500 | 10, 500 
Unvouchered_.__-_ aS vata 100, 000 100, 000 


Total direct obligations , oye , 778, 410,723 | 851, 241,317 870, 000, 000 





REIMBURSABLE OBLIGATIONS 
01 Personal services peer ry ak I 5 ee Eager eer 
~ cea ‘ : pe yea 
Other contractual services. __- | " 170,911 | 120, 000 
Supplies and materials } bs ee | pit Shon 
Equipment__ j 
Total reimbursable obligations___. Fe ol 237, 049 | 174,911 | 120, 000 
Total obligations.__.___._______- : , | 778,647,772 | 851,416,228 | 870, 120, 000 
' i 


Mr. Gore. The committee is pleased to have with us this morning 
the Chairman of the Atomic Energy Commission, Mr. Gordon Dean; 
Commissioners Pike, Murray, and Glennan; Mr. Boyer, general 
manager; Mr. Williams, deputy general manager; Mr. Cook, 
Director, Division of Production; Mr. Shaw, manager, Hanford 
Operations Office; Mr. Sapirie, manager, Oak Ridge Operations 
Office; Mr. Ford, Oak Ridge Oprations Office; General McCormack, 
Director, Division of Military Application; Captain Jackson, Deputy 
Director, Division of Military Application; Mr. Morgan, deputy 
manager, Santa Fe Operations Office; Mr. Diluzio, Santa Fe Opera- 
tions Office; Dr. Hafstad, Director, Division of Reactor Development; 
Dr. Pitzer, Director, Division of Research; Dr. Warren, Director, 
of Biology and Medicine; Mr. Johnson, manager, Raw Materials 
Operations Office; Mr. Hollis, general counsel; Mr. Noble, comptroller; 
Mr. McCarthy, Deputy Director for Budgets; Mr. Waller, Director, 
Division of Organization and Personnel, and Mr. Salisbury, Director, 
Division of Information Services. 

The order of procedure this morning, Mr. Dean, will be your 
preliminary statement for the record, after which we will excuse 
the stenographer and you and your staff can give to the committee 
a briefing upon the progress made over all in a general way and more 
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particularly the progress you have made since you were last before 
this committee. 

As you well know, this subcommittee is the instrumentality through 
which you report and exercise your responsibilities to the Congress 
on the use of funds, the need for funds, and the disposition and 
progress of the whole program. 

The committee will be glad to have your general statement. 


GENERAL STATEMENT 


Mr. Dean. Mr. Gore and members of the committee, I am going to 
be very brief in my remarks. This is the largest annual budget which 
the Commission has presented to the Congress and comes to 
$1,210,000,000 for fiscal year 1952. It contains, when compared 
with other regular budgets of previous years, a smaller percentage for 
plant and equipment and a larger percentage for operations. This is 
understandable when we realize that during fiscal year 1951 the 
Congress provided us with $1,431,000,000 for plant and equipment 
alone, that being largely contained in supplemental appropriations 
which made possible the extension of the reactor program at Savannah 
River and the gaseous diffusion plant at Paducah. 


INCREASED FUNDS FOR OLERATING EXPENSES 


In general, I would say that while the sums required for operations, 
some $580 million, are considerably more than in previous years, this 
is largely attributable to the fact that the additions to our plant pro- 
vided for in previous years begin to require operating money in fiscal 
year 1952 and that, particularly with reference to the weapons pro- 
gram, the additional operating costs are explained for the most part 
»y the increase in weapons and weapons parts. 

I should like to be very frank at the outset and say that there are 
some items in this budget which are not as firm as we should like to 
see them. The division directors will attempt, as they present their 
justifications for each of the programs, to identify each of these quite 
frankly and explain to you why they are in the budget and precisely 
why they are not as firm as we should like to see them. 

Next I should like to point out that the estimates which we are pre- 
senting here were based on price and wage levels prevailing as of July 
1, 1950. In fact, some of these estimates were made up somewhat 
varlier than that and reflect the price levels prevailing at that time. 
This may mean that in order to carry out the same program as orig- 
inally contemplated additional dollars would be required in 1952, 


SAVANNAH RIVER CONSTRUCTION PROJECTS 


I should also like to say, as we pointed out in our letter of February 
15, 1951, additional amounts will be required in 1952 for our Savannah 
River construction project. The exact amount we do not know at this 
time. Our contractor, the du Pont Co., is working on the detailed 
design of the structures required and has indicated that by midsummer 
it would be possible to come up with a firm estimate of cost. 

On the other side of the ledger, there is an item of $15 million 
presently shown in the budget which it now appears will probably 
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not be required. We discussed this item with the Bureau of the 
Budget and it was their feeling that in view of the probable need for 
additional funds in 1952 for the Savannah River project, the situation 
would be met by our advising you of this probable saving rather than 
through the formal transmission of an amendment to the 1952 budget 
at this time. 

Although for management purposes our budget calls various sections 
“‘programs,’’ we have, in fact, but one program composed of closely 
Bs related and somewhat interdependent activities, each working 
q toward the same objective and each dependent upon one or more of 
the others and all leading to the objectives which are set for us in the 
Atomic Energy Act of 1946, the paramount objective being to assure 
common defense and security. 

We have given some thought to several of the riders to appropriation 
bills with which we have had to live during the past year, and we 
ul should like to give you our views on these riders, indicating whether - 
te they have, in ouy opinion, been harmful or helpful to the program. 
| I should prefer to do this, however, at the conclusion of our hearing, 

unless you wish them sooner. 
Mr. Gore. Thank you, Mr. Chairman [Mr. Dean]. 
(After discussion off the record:) 


BioLoGy AND MEDICINE 



























Mr. Gore. In the forenoon we had a summary by the department 
heads of the classified activities. One department upon which we 
did not have a summary and which need not necessarily be classified 
is that of Biology and Medicine. 

Dr. Warren, would you take about 10 minutes and give us a 
summary? 

Dr. Warren. I will be very glad to, sir. 

Our problem is that the atomic energy program has to be carried 
on by people, and we have to keep them safe and healthy. <A further 
problem is that the weapon, if it is to be used as a weapon, is largely 
antipersonnel and, consequently, the effects of atomic explosions are 
of major importance to us. In addition, since there can be no new 
major development in science without having an impact on all of the 
other sciences, so in the whole field of medicine, of animal husbandry, 
of agriculture, of fundamental biology, there are new facts and new 
problems continually being brought out. 

As regards the standard medical procedures, we have a very large 
backlog of information—information that goes back to the days of 
the ancient Egyptians in some regards. In this field it is all’ com- 
paratively new. The first experience in radiation began in the latter 
part of the last century, when a very few people began to be exposed 
to radium and X-rays. The ratio of the people damaged to those 
working with the materials was very heavy—about 1 in 10. We 
have to, of course, run as safe an operation as possible. 


PROBLEMS OF RADIATION 


Now, we are concerned from the standpoint not only of problems 
of radiation alone but some of the other problems of the substances 
with which we have to deal. You heard in this morning’s session 
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about some of the aspects of the nuclear explosions. I picked up at. 
Las Vegas this stone [producing] which is ordinary volcanic rock, and 
you notice the sand is fused in the surface of that stone from the 
intense heat. 

Mr. Puitures. From how far away? 

Dr. Warren. That was approximately 500 feet from the hypocenter. 

Mr. Putturps. I broke the sample. 

Dr. Warren. That is all right. It shows that fused material is 
like a piece of glass—quite easily fractured. 

This is an example of the sort of heat we have to be prepared to 
learn about in the means of the protection of personnel. If the weapon 
is at any time to be used as a tactical weapon, we have to be even 
more concerned than we have been in the past with the effects of 
blasts of heat on personnel and of the radiation as well. We have, 
as you know, been providing a large amount of fundamental informa- 
tion in this field to the Civil Defense Administration for their work, 
and one of our concerns, since the senses cannot detect radiation by 
any means, is to provide a means of determining the existence of harm- 
ful amounts of radiation in any area either from an atomic attack or 
from other reasons. 

This is a sample of one of the types of simple monitoring instruments 
[exhibiting]. This particular one was worked out in the instrument 
development branch of our New York operations. It operates on a 
pair of standard flashlight batteries. The cost in quantity production 
is somewhere around $14 or thereabouts and the instrument is effective 
in the monitoring range with which we would be concerned in civil- 
defense activities. This is just one sample of the sorts of instruments 
that we have occasion to utilize from time to time. 

Mr. Yares. Is that a Geiger counter? 

Dr. Warren. Yes. Of course, we have infinitely more delicate 
ones and much larger and more complex ones as well as much smaller 
ones. This is one that will stand up under very rugged operations 
in the field [exhibiting]. 

Mr. Putuups. I thought you were going to make a smaller one than 
this. 

Dr. Warren. We have an electroscope that is about this size 
[indicating]. 

Mr. Puitires. How much reaction will there be on that small- 
sized dial? 

Dr. WarrEN. It would show whether there was a harmful range of 
radiation. 

Mr. Puiuurps. How effective are the little steel vials containing 
liquids which are supposed to change color in the presence of radiation? 

Dr. Warren. We are testing a number of those. They do not 
give any indication as to the rate of radiation. If they are exposed to 
radiation, they will change, but there is no indication whether that 
is a slow or instantaneous change unless you are watching at the time. 
This instrument here gives you the actual amount of radiation in a 
unit of time, and, since both of those factors have to be known, that is 
quite helpful. 

Mr. Puiturps. What is the idea of these tubes—just to carry it? 

Dr. WARREN. Yes, sir. 

Mr. Puiturps. Why are they made of that? 
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Dr. Warren. Because it is a cheap and handy plastic. By just 
pulling it through this, friction anchors it this way [indicating] and 
leaves your hands free. 





EXPERIMENTS ON 





SHIELDING FROM ATOMIC RADIATION 


Now a large share of our problem is concerned with how much 
radiation it is safe for people to take, and one of the greatest problems 
in this field, both in time, personnel, and money, is the amount of 
shielding that is required, and we are doing a wide range of experi- 
mentation to be sure we can pinpoint as exactly as possible where 
our tolerance levels—our permissible dose levels—ought to be, because 
those are tied directly to the engineering costs, the manufacturing 
costs, and the speed with which work can be carried on. 

From the strictly medical side, we are concerned with what can be 
done to protect people who have received atomic radiation, and we 
have a good deal of animal experimentation going on in that field as 
well as the continuous observations of the survivors in Nagasaki and 
Hiroshima. Those are the largest human populations that have ever 
been subjected to radiation. 

(After discussion off the record: ) 
PEACETIME APPLICATION 


OF ATOMIC ENERGY 





Our main aim in the peacetime application of atomic energy is to 
find out what we can and cannot accomplish with it and how it may 
be made to serve the welfare of humanity as a whole. I have told 
you in the past some of the work that has been done and is being 
done in the cancer field with radioactive isotopes. I will not take the 
time now to go into that. I would like to say that the general principle 
which has been established that specific isotopes concentrate in specific 
parts of the body so that you can get selective radiation in a given 
part of the body is of very great importance. One incidental sidelight 
of that has a very real bearing on one of our operations. 

(After discussion off the record:) 

One very important thing from the very start of the work with 
radiation is that of a clear understanding of heridity in relation to the 
gene and chromosone theory. It was recognized that radiation is a 
very important way of affecting them. In this field we have to be 
concerned with what may happen to the offspring of those exposed 
to radiation today. We have also a very powerful tool in producing 
new varieties of plants, and useful products have already been brought 
out in some of the corn varieties, for example. 

(After discussion off the rec ord:) 
ATOMIC 


ENERGY IN 





AGRICULTURE 


In the field of agriculture in general, I think probably our greatest 
concrete progress has been in the field of the utilization of fertilize TS, 
because we can identify by radioactive isotopes specific atoms of 
fertilizers that are involved and know to what part of the plant they 
go. In talking with Dr. Cardon, Director of Research for Agricul- 
ture, a short while ago, he told us that more progress had been made 
since we had started working with them at Beltsville in the field of 
using phosphate fertilizers than had been made in the last half century. 

Those are simply samples of the sorts of things we are attempting 
to carry out. 
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RADIOACTIVE MIST 


Mr. Yates. The newspaper Sunday carried an article with re- 
spect to the possible bombing of Washington City, statin that it is a 
rather easy target because of the bend of the Potomac River, there 
was some statement dealing with radioactive mist. What does that 
mean? 

Dr. Warren. If a bomb bursts under water, there is thrown up a 
spray and a mass of solid water as well in which the ashes of fission 
products of the atomic explosion are mixed and held closely rather 
than, as in the case of an air burst, being carried out to the strato- 
sphere where they are tremendously diluted and are no problem. It 
is like contrasting the under-water burst at Bikini with the open-air 
burst at Bikini. 

Mr. Gore. Thank you, Doctor. We will come to your budget in 
due order. 

Dr. Warren. Thank you. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Gores. Now, beginning the hearing on the detailed justifications, 
there will be included in the record at this point that part of the sum- 
mary sheets from page 1 to page 18 which the clerk will indicate. 

(The matter referred to is as follows:) 


GENERAL STATEMENT 


The Atomic Energy Commission was established pursuant to the Atomie Energy 
Act of 1946. Transfer of the atomic energy program from the Manhattan Engi- 
neer District of the War Department took place on January 1, 1947. At that 
time unexpended balances of funds appropriated to the War Department for the 
program were transferred to the Commission. The budget for the fiscal year 
1952 represents the fifth annual budget presented by the Commission. Funds 
made available to the Commission, including amounts transferred from the War 
Department, plus the 1952 estimate and obligations incurred by the Commission 
are summarized as follows: 

[In millions] 





Actual 

j KAI fs | Esti- | 

| | | mate 4 
Fiscal | Fiscal | Fiscal | Fiscal | “seal | Total 
year | year year year 
1948 | 1949 | 1950 | 1951 





Py Ea I ane ee 75.0! 621. 702.9 |1,972.8 {1,210.0} 5,287. 
Less: | | | 
Cash required to liquidate obligations 

incurred by the War Department and 

transferred to the Commission. - - -_--| 

Cash gag to nae ate contract | 

authority. piss dinieh atheh wwe 0 —360. 375.0 |—414.0 |—340.0 


Appropriations available for obliga- | | } | 
tion and transfer... __... ax} 462. 175.0 | 261.9 | 327.9 |1, 558.8 | 
Contract authority ee eae 400.0 | 400. 6. 300. 2 
Total made available for obligation | | 
and transfers _- 52. 575. 661. { .0 (1, 859. 870.0 
Plus: Unobligated bal ince reappropriated 5 0 
Less: | 
Unobligated falance at end of year____- a .5 | —46. 57. 0 
Unused contract authority lapsed } 3 3.7 —0.: -5. 0 


Total obligations and transfers.......| 337. ! 674.3. 626. 778.4 }1, 916. ¢ 870. 0 


! 





1 Unexpended balance of appropriations to the War Department transferred less $40.0 million rescinded 
under Public Law 20 


80203—51—pt. 1——-5i 
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As indicated above, the 1952 estimates call for an appropriation of $1,210,000,000, 
of which amount $340,000,000 is required to liquidate obligations incurred under 
prior-year contractual authority. The net amount of the appropriation requested 
for new obligations in the fiscal year 1952, therefore, amounts to $870,000,000. 
No new contractual authorization is requested for the fiscal year 1952. 

The actual obligations for the fiscal year 1950 and the estimated obligations 
for the fiscal years 1951 and 1952 is divided between operations and plant and 
equipment as follows: 

{In millions} 





Actual, Estimate, Estimate, 
fiscal year 
1950 





Operations : $328. 7 
Plant and equipment 449.9 1,431.1 

















Total peateg 778.6 1, 916.3 





The unfunded balance of prior year contract authority as of June 30, 1951, will 
be $408,188,923. Therefore, if $340,000,000 is appropriated in the fiscal year 
1952 to liquidate prior year contract authority, there would remain a balance of 
$68,188,923 to be appropriated in future years to complete the liquidation of 
contract authority. 

COST-PERFORMANCE BUDGET 


The budget for the Commission for the fiscal year 1952 is presented on a cost- 
performance basis following the pattern initiated in the 1951 budget. In this 
presentation, the funds required for the various programs of the Commission are 
expressed in terms of incurred costs; that is, labor, materials, and services actually 
to be consumed during the year for each major activity. For budget purposes, 
depreciation on fixed assets has been excluded from cost, although records are 
maintained with respect to such depreciation and amounts are reflected in over- 
all financial statements. The amount of obligational authority required for 
operating programs for the fiscal year 1952 has been determined by adding to 
or deducting from the total of estimated operating costs for that year, the estimated 
net increases or decreases, respectively, in inventories, cash working funds, and 
unliquidated obligations. The obligational authority for plant and equipment 
has been estimated on the basis of the amount of contracts or orders to be placed 
for such items in the fiscal year. These estimated obligations are reconciled to 
costs for plant and equipment to be incurred by showing the increase or decrease 
in working capital and in unliquidated obligations. The detailed justifications 
follow this pattern of estimating. The 1952 budget summaries and justifications 
distinguish between changes in inventories, working capital and unliquidated 
obligations for operations and those for plant and equipment. This breakdown 
was not indicated in the 1951 budget. 


ANALYSIS OF BUDGET PROGRAMS 


The various activities carried on by the Commission have been assigned to five 
major programs and two subsidiary or supporting programs. Each of the major 
programs is the responsibility of a director responsible to the general manager. 
There follows a brief analysis of each of the programs and other items supporting 
the estimates. The details of programs are set forth in the detailed justifications 
and supporting classified data. 


1. Source and fissionable materials program 


The initial phase of this program involves the exploration for and procurement 
of uranium ores and concentrates. These raw materials are processed through a 
complex manufacturing chain into feed materials which in turn are converted into 
the fissionable materials U-235 and plutonium at the Oak Ridge and Hanford 
plants. The quantity of fissionable materials produced determines the number of 
weapons that can be fabricated. Development work in connection with. plant 
processes is also carried out to increase production yields and to improve product 
quality. The program is administered by the Director of Production. 

(a) Operations.—The operating costs for this program for 1952 are estimated 
at $209.7 million as compared to costs of $148.4 million for 1951. The increase is 
attributable to increased production including increased costs of procuring raw 
materials. 
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(b) Plant and eauipment.—Estimated obligations for 1952 of $57.6 million com- 
pare with $1,218.5 million of obligations estimated for fiscal year 1951. The 1951 
obligations reflect the letting of contracts for the construction of additional facili- 
ties required to meet the increased production goals approved by the President. 
Since the major portion of costs for this construction will be incurred in 1952 and 
subsequent years, plant and equipment costs for this program are estimated to 
increase from $198.5 million in 1951 to $537.3 million in the fiscal year 1952. 


2. Weapons program 


This program covers those activities concerned with the production and im- 
provement of atomic weapons and the maintenance of stockpiled weapons in a 
state of constant readiness. In addition, an integral part of this program is the 
research, development, and testing necessary for the improvement of present 
weapons, for the development of new types of nuclear weapons and for increasing 
the fund of basic knowledge requisite to a progressive program in the military 
application of atomic energy. This program is administered by the Director of 
Military Application. 

(a) Operations.—The costs of operations under this program are estimated at 
$161.1 million for 1952 as compared to $135.5 million for 1951. The estimate for 
1952 provides for a continuation of extensive work on all aspects of the program, 
including the development of new and improved atomic weapons and the industrial- 
type production of weapons of the latest approved designs. 

(b) Plant and equipment.—Obligations for plant and equipment in support of 
this program to be incurred in 1952 for this purpose will amount to $125.8 million 
as compared with $105.2 million for 1951. The major portion of the 1952 obliga- 
tions pertain to facilities authorized, and appropriated for in part, in the Second 
Supplemental Appropriation Act, 1951. The costs to be incurred in 1952 for 
this purpose are estimated at $115 million as compared with $70.5 million for 
1951. 


8. Reactor development program 


This program covers the activities of the Commission concerned with the 
development of new and improved nuclear reactors for the production of fission- 
able material and the generation of power including that for the propulsion of 
ships and aircraft. Reactors currently being developed will be important for 
the utilization of atomic energy for peaceful purposes as well as for military pur- 
poses. The program includes extensive research on materials and systems of 
chemical processing and heat transfer, essential to reactor design and operation. 
This program is administered by the Director, Reactor Development Division. 

(a) Operations.—Operating costs for this program for fiscal year 1952 are esti- 
mated at $51.4 million as compared to $39.1 for fiscal year 1951. The increase 
reflects the expanded effort on new reactors during fiscal year 1952, especially 
on the development of a ship-propulsion reactor, looking to the initiation of 
construction on such a reactor during fiseal year 1952, and to costs of operating 
two new developmental reactors for the first time. 

(b) Plant and equipment.—Obligations to be incurred for plant and equipment 
pertaining to this program in fiscal year 1952 will amount to $27.2 million as 
compared to $58 million for fiscal year 1951. Costs expended for plant and equip- 
ment will amount to $50 million in fiscal year 1952 as compared to $48.5 million 
in fiscal year 1951. 


4. Physical research program 


This program covers that portion of the Commission’s activities concerned 
with fundamental research and the fellowship program in the physical sciences 
of physics, chemistry, metallurgy and mathematics. The Director, Division of 
Research, has the responsibility for this program. 

(a) Operations—The costs of operations under this program for 1952 are 
estimated at $37.7 million as compared to $33.6 million for 1951. The increase 
will cover the operation of additional facilities which will be completed early in 
the fiscal year 1952 and provide for slight expansion of special basic research 
studies. 

(b) Plant and equipment.—Obligations to be incurred for this program in 1952 
are estimated at $70.1 million as compared to $27 million for 1951. Costs ex- 
pended for plant and equipment in 1952 are estimated at $37.4 million, compared 
to $30.7 million for 1951. 


5. Biology and medicine program 


The protection and health of personnel, the development of research programs 
in the fields of biology, medicine, and biophysics, the coordination of the Com- 
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mission’s participation in civil defense planning, and special training program 
including fellowship in the life sciences, are the major objectives of this program. 
This program is administered by the Director, Divisién of Biology and Medicine. 

(a) Operations.—The operating costs for this program for 1952 are estimated 
at $22.4 million as compared to estimated costs for 1951 of $22.1 million. The 
estimate includes a small increase and greater change in emphasis directed 
toward the solution of new problems brought about by Commission’s accelerated 
program. 

(6) Plant and equipment.— Obligations to be incurred for plant and equipment 
under this program in 1952 are estimated at $0.7 million as compared with $8.2 
million in 1951. Plant and equipment costs are estimated at $9.2 million for 
1951 as compared with $6.3 million for 1952. 


6. Community operations 


This program covers those activities concerned with the operation and mainte- 
nance of housing and communities essential to the execution of the weapons and 
source and fissionable materials programs. Included are the costs of operation 
of housing, commercial facilities and all of the usual municipal and utility services, 
offset in large part by revenues derived from these operations, The major com- 
pew operations are at Oak Ridge, Tenn.; Richland, Wash.; and Los Alamos, 

. Mex. 

(a) Operations.—The net cost of these operations in 1952 is estimated at $3.3 
million as compared to $5 million in 1951. The reduction in net operating costs 
is due to increasing revenues. 

(b) Plant and equipment.—Obligations to be incurred in 1952 are estimated at 
$8.1 million as compared with $13.7 million in 1951. Plant and equipment costs 
under this program are estimated at $10.1 million for 1952 while the estimate for 
1951 is $33.5 million. 


7. Program direction and administration 


This classification covers the salaries and other expenses of Commission per- 
sonnel located in the Washington office, the nine operations offices and subsidiary 
area offices, and engaged in the over-all management and direction of programs 
of the Commission. The salaries and other expenses of Commission personnel 
engaged directly in nonadministrative activities, such as the guarding of ship- 
ments of classified materials or equipment and Commission facilities; and provid- 
ing police and fire protection and community management for communities 
operated by the Commission, have been charged directly to their related pro- 
grams and are not included under this heading. 

(a) Operations.—Operating costs for this function for 1952 are estimated at 
$25.9 million and $24.6 million for 1951. The 1952 and 1951 costs include 
$2,325,000 and $800,000, respectively, for costs to be incurred at new plant sites. 

(b) Plant and equipment.—Obligations to be ineurred in 1952 for plant and 
equipment are estimated at $0.3 million as compared to $0.4 million for 1951. 
These obligations will be incurred to procure items of equipment. Costs for plant 
and equipment under this program for 1952 are estimated at $0.3 million as 
compared to $0.5 million for 1951. 


8. Other budgetary items 


(a) For operations.—Despite the continued expansion of production activities, 
no funds are being requested for increased inventories. Instead, through the 
institution of closer controls on inventory levels, current stocks are being reduced. 
This results in corresponding reductions in the funds required to finance operations. 
These reductions amounted to $3.5 million in the fiscal year 1950 and estimates 
indicate further savings of $1.8 million in 1951 and $1.1 million in 1952. In 
addition to these reductions, surplus stocks, carried over from World War IT, 
and also generated through changes in production processes are being disposed 
of in substantial amounts. These latter reductions are shown in the supporting 
details, but are not included in the summary statements as they do not affect 
obligational requirements. 

The increase in special reactor materials of $3,253,390 in the fiscal year 1950 
and estimated increases of $4,073,521 in the fiseal vear 1951 and $12,250,000 in 
1952 reflects the program of stockpiling certain critical materials which will be 
required for the operation of research and production reactors after 1952. 

The increases in special materials inventory of $2,176,535 in 1950, $391,432 in 
1951, and $2,416,000 in 1952 likewise reflect the stockpiling of certain special 
critical materials, other than those for use in reactors, which will be required in 
future years. 
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The increases in operating unliquidated obligations of $36,038,080 for 1950, 
$83,452,737 in 1951, and $54,693,000 in 1952 reflect the increasing annual level of 
operations as new plants come into use. Most of the Commission’s contracts for 
production and research activities are executed annually in advance and thus 
require obligational authority in the year preceding that in which the costs will 
be incurred. 

(b) Plant and equipment—Changes in working capital and unliquidated obli- 
gations for plant and equipment represent the difference between contracts and 
orders placed for these items during each year and the estimated cost of construc- 
tion placed and equipment received during that year. As previously stated, the 
obligational authority required for plant and equipment for each year is estimated 
on the basis of contracts and orders to be placed. 


Comparative summary of appropriations and appropriation estimates 





Cash appro- 
priation 


Contract au- 
thorization 








Appropriations for 1951 presently available: | 
As indicated in President’s budget _ _- $907, 820, 000 
Second Supplemental Appropriation, 1951 1, 065, 000, 000 


\—_—___—_______—— 


$300, 150, ” 


E stimate of appropriations for 1952_- REG Sa 


Decrease, 1952 estimate over 1951 


1, 972, 820, 000 
| 1, 210, 000, 000 


762, 820, 000 


300, 150, 000 
0 


“300, 150, 000 


2 
iia 
| 





Comparative summary of obligations and appropriations 





} 1951 estimate 


| 
| 1950 actual 1952 estimate 





Obligations: 
As indicated in President’s budget__- $778, 647, 772 | 


ares $851, 416, 228 
Second supplemental appropriation, aS | 0 


$870, 120, 000 
1, 065, 000, 000 0 
i] 


778, 647, 772 | 





CE I RED RE OE 
SS: 


| 
1, 916, 416, 228 870, 120, 000 


New contract authority i ote 
Prior-year balance available________-- 
Reimbursements 


—466, 074, 628 | 
vccuscccecenst GREER | 
PU  enence — 237, 049 | 


—300, 150, 000 0 
1 — 57, 271, 317 0 
—174, 911 — 120, 000 

414, 000, 000 340, 000, 000 


55, 355, 384 0 0 
5, 097, 164 | 0 0 


‘Cash to liquidate previous contract authority-_-__- 

Unobligated balance: 
Available in subsequent year_._.__....-..----- 
Contract authority lapsed 


375, 000, 000 





Appropriation 1, 210, 000, 000 





702, 930, 769 wd 2 1, 972, $20, 000 


1 Includes $1, 915,933 of 1949 and prior be ania reappropriated in 1951. 


2 Includes $260,000,000 from First Supplemental Appropriation Act, 1951, and $1,065,000,000 from Second 
Supplemental Appropriation Act, 1951. 
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Obligational authority related to obligations and expenditures (excluding trust 
accounts) 





Estimate, fiscal 


Estimate, fiscal 
year 1951 


year 1952 





General and special accounts (excluding working funds): 
Current appropriations: 
Presently available: 
As indicated in President’s budget $1, 210, 006. 500 
Second supplemental appropriation, 1951 0 
Contract authorization - . 0 
Unobligated balances available 
Reimbursements from other Government agencies 
Payments available from non-Federal sources 


Total available 


0 
120, 000 
0 





1, 210, 126, 500 


Transfers to other Government agencies 


0 
Cash required to liquidate prior year contract authorization 340, 000, 000 


870, 126, 500 





Total available for obligation 





Less unobligated balances at end of year: 
To be carried forward in continuing accounts -_-._..............------- 
To lapse upon closing of accounts 0 





Total obligations incurred - 


: 1, 916, 447, 298 
Less collections treated as deductions from expenditure hi hee Sc cutuctwee 


174, 911 


1, 916, 272, 387 
789, 590, 788 


2, 705, 863, 175 
1, 903, 916, 172 


870, 126, 500 
120, 000 





Net obligations for the year__- 


870, 006, 500 
Obligations outstanding at start of year___.____- 


1, 903, 916, 172 


2, 773, 922, 672 
1, 498, 916, 172 





Net obligations to be accounted for. 
Less obligations outstanding at end of year 





Net expenditures, general and special accounts (excluding working 


funds) 801, 947, 003 1, 275, 006, 500 








Working fund advances to other agencies: 


Unobligated balances available 8, 035, 576 





Net obligations for the year____-- 
Obligations outstanding at start of year. 


8, 035, 576 
10, 986, 819 


0 
3, 381, 811 





Net obligations to be accounted for 
Less obligations outstanding at end of year 





Net expenditures, working funds 


19, 022, 395 
3, 381, 811 





3, 381, 811 
1, 370, 645 





15, 640, 584 | 


2,011, 166 








Net expenditures, general and special accounts, including working | 
Pe isis on Sone eecnsan > aUaiae chinas = athena ape ahanamederone tena | 817, 587, 587 | 1, 277, 017, 666 
i | 





Analysis of contract authority and cash required to liquidate contract authority 


Estimate, 
fiscal year 
1951 


Estimate, 
fiscal year 
1952 


Actual, fiscal 
year 1950 








Prior year contract authority brought forward 


| 
| $435, 986, 521 
Less: Deobligation of prior year contract authority | 


$408, 188, 923 
4 463, 975 0 


522, 038, 923 408, 188, 923 


414, 000, 000 340, 000, 000 


v eeenees 


Less: C a required to liquidate contract authority included | 
in appropriation 





Balance of prior year contract authority unfinanced at } 
close of year- 


56, 522, 546 
Add: New contract authority ‘obligate od ‘during the | ee 


465, 516, 377 


108, 038, 923 
300, 150, 000 


68, ae 








522, 038, 923 | 408, 188, 923 | | 


Total unfinanced contract authority at end of year_.____| 68, 188, 923 
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Comparative summary of accrued costs by activity reconciled to obligations (including 
second supplemental appropriation, 1951) 





Actual, fiscal 
year 1950 


{ 
Estimate, fiscal 


year 1951 


Estimate, fiscal 
year 1952 





Operations: 
Accrued costs: 
Source and fissionable materials 


Reactor development 

Physical research 

Biology and medicine 

Community management 

Program direction and administration 


Total operating costs 


Cost of reimbursable work performed 
Increase or decrease (—) in— 
Stores inventories 
Special reactor materials inventories 
Other special materials inventories 
Operating contractors’ working capital 
Operating unliquidated obligations._.........- 
Transfers from (—) other Government agencies 
without reimbursement 


Total obligations for operations 


Plant and equipment: 
Obligations: 

Source and fissionable materials facilities 
I i eal ie Sos Wider anduaewtns 
Reactor development facilities __...__- as 
Physical research facilities 
Biology and medicine facilities 
a EES eas 
Administrative facilities. _............-..-.--- = 


Total obligations for plant and equipment. -_. 
Grand total obligations 


Operations (accrued cost basis): | 
Source and fissionable materials 


ee EAA aT 5 
Physical research _- 

Biology and medicine 

Community management ------ entree A 
Program direction and administration __- 


Total operating costs_---..-......-.- seca dematoat 


Plant and equipment (accrued cost basis): 
Source and fissionable materials facilities___..-.-_- 
Weapons facilities ____- 
Reactor development facilities ___._-- 


Physical research facilities.............-.- Che ae 


Biology and medicine facilities .__-__- 
Community facilities : 
Administrative facilities. .............-....-..-- 


Total plant and equipment costs 


Cost of reimbursable work performed _--_......-.------- | 


Total costs incurred 


Increase or decrease (—) in— 
SI se eo deeadakens 
Special reactor materials inventories _--_........- .- 
Other special materials inventories. 
Operating contractors’ working capital_._......--. 
Construction contractors’ working capital 
Operating unliquidated obligations __--.........---- 
Construction unliquidated obligations - - --_- 
Transfers from (—) other Government agencies without 
reimbursement 


Total, obligations................-..- ie aga | 


| 
$120, 416, 680 | 
85, 832, 512 
27, 596, 200 
31, 128, 252 
17, 687, 416 
5, 805, 387 
22, 092, 169 


$148, 423, 800 
135, 487, 71 
39, 060, 426 
33, 610, 200 
22, 116, 623 

5, 014, 317 

24, 552, 751 


$209, 738, 000 
161, 134, 000 
51, 435, 000 
37, 766, 000 
22, 412, 000 
3, 311, 000 
25, 944, 000 





310, 558, 616 | 


408, 265, 888 


511, 740, 000 








163, 744 


—3, 587, 565 
3, 253, 590 

2, 176, 535 

— 13, 380, 624 
36, 038, 080 


—6, 432, 066 


151, 446 


—1, 760, 390 
4, 073, 521 
391, 432 

—5, 010, 326 
83, 452, 737 


—4, 256, 100 


120, 000 
—1, 101,000 
12, 250, 000 
2, 416, 000 
549, 000 

£4, 693, 000 


— 263, 000 





328, 790, 340 


485, 308, 208 





580, 404, 000 








} 
| 


300, 244, 375 | 
53, 900, 618 | 
46, 141, 881 | 
23, 031, 034 | 
4, 816, 282 | 
21, 348, 812 | 
374. 430 | 


1, 218, 549, 098 
105, 213, 128 
58. 026, 223 
26, 995, 607 

8. 199, 900 

13, 714, 957 
409, 107 


57. 582, 000 
125, 773. 090 
27, 177, 900 
70, 138. 000 
669. 000 

8, 106, 000 
271, 000 





449, 857, 432 | 


1, 431, 108, 020 


289, 716, 000 








78, 647, 772 | 


1, 916, 416, 228 


870, 120, 000 








120, 416, 680 | 
85, 832, 512 | 
27, 596, 200 | 
31, 128, 252 | 
17, 687, 416 
5, 805, 387 | 
22, 042, 169 | 





"310, 558, 616 





148, 423, 800 
135, 487, 771 
39, 060, 426 
33, 610, 200 
22, 116, 623 

5, 014, 317 
wm, 552, Tt 


209, 738, 000 
161, 134, 000 


3. 311, 000 
25, 944, 000 


511, 740, 000 








68, 275, 992 | 
79, 047, 601 | 
36, 534, 734 
22, 712, 375 | 
5, 028, 878 | 
43, 325, 629 | 
1, 200, { 522 
256, 125, 731 | 
163, 77 
566, 848, 121 


198, 468, 230 
70, 538, 000 
48, 450. 094 
30, 669, 365 

9, 163, 815 
33, 486, 462 
497, 158 


537, 256, 000 
115, 000, 000 
50, 000, 000 
37, 370, 000 
6, 333, 000 
10, 120, 000 
278, 000 





391, 273, 124 
151, 446 


756, 357, 000 
120. 000 





799, 690, 458 


1, 268. 217, 000 





—3, 587, 565 
3, 253, 590 

2, 176, 535 

— 13, 380, 624 
— 14, 332, 108 
36, 038, 080 
208, 063, 804 





3, 432, 086 


7) | 
«| 
| 
i 


78, 647, 77 


—1, 
4, 


760, 
073, 
391, 
—5, 010, 

7, 046, 

83, 452, 

1, 032, 788, 


390 
521 
432 
326 
316 


—4, 256, 100 


1, 916, 416, 228 


737 | 
580 | 





—1, 101, 000 
12, 250, 000 
2, 416, 000 
549, 000 
948, 000 
693, 000 
693, 000 


—6, 
54, 
— 459, 


— 263, 000 


"870, 120, 000 








*$}S00 ZBI UO SUOTIVSI[GO [SSI JO JOVYo MOUS 0} JopsO UI pepNnzoUy ; 





0 000 ‘0@T ‘0L8 822 ‘SIF ‘916 ‘tT | 000‘000‘S90‘T | 82z ‘YIP ‘ISS SUOTIBVAI[GO [BIOL 
0 000 ‘9% — OOT ‘9Sz ‘b— OOT ‘9% ‘*t— 
000 ‘000 Lee— 000 ‘869 ‘221 — O89 “882 ‘ZE0 ‘T O8S “LZ ‘6ST } 
000 “008 ‘Z¢— LEL ‘Zob ‘EB LEL ‘LLE ‘L suoT}Bal[go peyeprnbiyun ZuneiedO 
0 OTE ‘9F0 ‘2 918 ‘9b0 ‘2 [Bj]dvo FUTAIOM ,$10}0vI1}U0O UOTONIYsUOD 
0 928 ‘O10 ‘¢— 928 ‘OIS ‘G— [eyidvo SupyIOM ,S10j0B.19U0 BUTyBIEdO 
0 ZEP ‘16S ZEP ‘IGE SOLIOJUGAU! S[VLIoIVU [BIOedsS 10YIO 
000 ‘OLL ‘¢ 1z¢ ‘¢L0 + 128 ‘E20 ‘b SOLIOPUIAU] STVLEIwU JOAOBvaI [BTVedg 
0 068 ‘092 ‘I— 068 ‘092 ‘I— S9}40JUBAUT S9103g 

:U] (—) esBel0ep 10 osvai0UT 





JUOTIOSING UIIJ9 JNOYILM SafOUITB JUIMTUIBAOF) JOYIO (—) WIOY siojsuBsI, 
cee ee ee we “suoMeZzi[qo poyepinbiyun uoMonsysu0g 





SSF ‘929 “FOL POLINdUT $3800 [BIO], 


000 ‘OBL ‘E8E 000 ‘L8> ‘688 82h ‘069 ‘662 000 “690 “G6 

, ee 000 ‘0&1 OFF ‘IST 0 OFF ‘IST 

000 000 ‘LEE 000 ‘L¢¢ ‘61h PEL “ELS ‘“T6E 000 ‘026 “SL ZI ‘EOE ‘CTE 

0 000 ‘822 SOT ‘L6b 0 SEI “L6F eon. SITPLOVJ PANIBIYSTUTWIp VY 

0 000 ‘OZT ‘OT ZOb ‘OSPF ‘Ek 0 ZOP ‘OSP ‘ES “Bidets ““"“sergtfowy ArunUTUIO: 

0 000 ‘gee ‘9 GIS ‘E9T ‘6 0 G18 “E9T ‘6 “Set ][10vJ aUIO[peu puw AZojoOIg 

0 000 ‘OLE “LE SOE ‘699 ‘OF 0 G98 ‘699 ‘NE Sat} [LOB YOIvaSe PROIsAY J 

0 000 ‘000 ‘08 | $60 ‘OS ‘St 0 $60 ‘OS ‘Sh ~""Sol}TTToBy JUGUIdO[OAVP 10JOROxY 

000 ‘000 ‘SIT 000 ‘000 ‘Sz 000 “000 ‘06 | 000 ‘SES ‘OL 000 ‘029 “ez 000 ‘898 ‘FF SOTP[POV] SuOdva AA 

000 “esz ‘Leg 000 ‘000 ‘21 000 ‘98% “SZz 000 ‘008 ‘Og 0&2 ‘891 ‘SFI “SO]I[[OV] S[RIIOJBUI B[QBUOTssy puv do1NOg 
2(s]SBq 4800 pens008) queMIdINbe pus 4yuLl[ gq 








PoUulIoji0d YOM ofqesinquilal JO SOD 
sities adie es ahi: ia ao oeeese==s=="""""s4800 guemIdinbe pus juLld [840.1 








| 888 ‘IZT ‘ese 


$3800 Zurzeledo [v0], 


000 ‘Fz ‘119 000 ‘0&2 ‘9b 000 ‘O10 ‘S9F 000 “660 ‘61 


000 ‘FP6 ‘Sz 000 ‘bb6 ‘Sz IS ‘299 ‘bz 0 IZ ‘ESS ‘bz 
000 ‘I1€ “e 000 ‘TLE ‘e LI€ ‘FIO ‘¢ 0 Lie ‘b10’¢ 
000 ‘SIF ‘2z 000 ‘ZIF ‘2% £29 ‘OI ‘2 0 £29 ‘OLI ‘2 
000 ‘992 ‘Le 000 ‘992 ‘28 002 “O19 ‘ee 0 002% ‘OL9 ‘Ee 





UIPB PUB UOT}O@IIP UIBIZ0O1F 
~-quomeseuvur AWUNUIUIOD 
sulDIpeuT puB AZO[OIg 
qo1eesel [BOISAY 
queuIdO[eAeVp 104080x7 


9BF ‘090 ‘6E 0 9BF ‘090 ‘6E a 
SuOdBe A 


000 ‘ger ‘1¢ 000 ‘Set ‘Ig 


000 ‘06E ‘IE 
000 ‘Ore “SIS 


000 “FEL “621 
000 ‘868 “b6I$ 


ILL ‘L8b ‘SEI 
008 “Eb ‘SFIS 


000 ‘000 ‘8T 
000 ‘60 ‘I$ 


122 ‘Z8 ‘LT 
008 “6ZE ‘LEIS 


S[BLIOIVUL O[QBUOISSY puB 2oINdg 
:(SISBq 3800 ponso08) suoT}BI0dQ 








1961 IBA [BOSy 

‘uoljetidoidde 

[ejueurerddns 
1 puoveg 





qozpnq 
8, JUepIsel 








uolyelidoidde 
[eyuewerddns 
puodeg 


jo3pnq 
§,QuOpISelg 








ZS6I 190A [wOsy ‘oJBWUITIYS| 


1961 180A [BOsy ‘opBIITISA| 








pbpng 8 juapisarg 02 suo1pbygo puv Aparon fig $3809 panioov fo uorni192U0IEy 











000 ‘29¢ ‘9e2 


PEI ‘ELZ ‘168 





000 “£69 ‘69% 
000 ‘86 ‘9 


000 ‘9Tz 682 


O8E “882 ‘ZE0 ‘T— 
OTE 940 ‘L— 


020 ‘80T ‘Tet ‘T 





000 ‘TZz 

000 ‘GOT ‘8 
000 ‘699 

000 ‘88T ‘OL 
000 ‘221 ‘22 
000 ‘E22 ‘StI 
000 ‘Z8¢ ‘2e$ 


LOT ‘60% 
296 ‘FIZ ‘eT 
006 ‘661 ‘8 


8ZI ‘E1Z ‘OT 
860 ‘659 ‘812 ‘I$ 


| 


| 000 ‘026 ‘e2 } 


| 000 ‘192 ‘68— | 
0 


| 000 ‘TEZ ‘696 


0 

0 

0 

0 

0 

000 ‘Tez ‘9¢ 
000 ‘000 ‘E16$ 


PZT ‘LOE “STE 


089 ‘229 ‘6ET— 
9TE “OPO *L— 


| 020 ‘228 ‘19% 


TEL “SZI ‘9sz 


FOS “E90 “80% — 
SOL ‘SEE “FT 


ZEP ‘LES ‘FF 





LOT ‘60% 

296 ‘FIL ‘ET 
006 ‘661 ‘8 
209 ‘966 ‘92 
£22 ‘9Z0 “8S 
8Z1 ‘286 ‘8h 
860 ‘BFS “GOES 


O€F ‘PLE 

Z18 ‘SFE ‘TZ 
Z8Z ‘9I8 F 
FE0 “TED “EZ 
T88 ‘THI ‘OF 
819 ‘006 “Eo 
OLE ‘PES ‘OOES 


$}so0 yusuIdmbe pus yuvid pen.woy 


suoesI[qo poyepmnbiyun uononsjsu0g 
[eydeo ZUTYIOM ,$10}9R1}U0D WOTJONIYSUO,) 
—U] asvaiep 10 (—) osvos0UT 
SUOTIVSITGO [BO], 


SOI}IPIOV] OAIYBIYSTUTUIp 

serpy [ioey AyuNuIUW0: 

~--"SaT}I]OR] OUTOIPeU pue AZoporg 

SOIPTOB] YOIBase peoIsAy 

SOTPTOV] JUITIdOPAANP 10j0R0R 

SOTPITIOB] SUOdBO AA 

SOIJI[IOV] STRIIOPVUI-O[QBUOIssy PUB 9dINOg 
:SUOTIVSTIGO JUOWIdINboe pure yueL 





9} BUIT}So 
ZS61 
Ie0A [Bost 


uoljedoidde 
[e}uemerddns 
puoseg 








qospnq 
§,quapIselg 








eyeunyyse IS6I 1e0A [BOSTT 





Tenyoe 0°61 
410A [BOS 











87809 panaon 0} papiauosas wpiboud fiq quawdinba pun zunjd sof suornbr)90 fo iunwuns aarnsvdwoy 














ie fiat a 
822 ‘962 ‘940 ‘I— | 000 ‘OZI ‘0L8 | 822 ‘SIF 9I6 TT | 000 ‘000 ‘S90 ‘T 8 ‘OTF ‘IS8 SUOTIVSI[GO [BIO], 
0 000 “OOT 000 ‘OOT ) 000 ‘OOT | peseyqonoauy 
0 00¢ ‘OT 00¢ ‘OT ) 008 ‘OT daing ee : SeT}IUWMIEPUT PUB ‘spIBMEB ‘spunyoy eI 
000 ‘9g— 0 000 ‘9f 000 ‘9f . ety ay apache Rema hibs ea ~"*"""suOHNGIUOS PUB ‘serpisqns ‘s}UBI_) TT 

Sure hehe, , fe eee seinjons3s PuB SpuBT OT 











( 
( 
0 


| 
EFE ‘868 ‘LEI ‘I— | 000 ‘OFE ‘99% | She ‘8ZZ ‘FIP ‘T 000 ‘268 ‘696 EbE “TER “PSF ; 
LL9 ‘ZSh I — 000 ‘00€ ‘Oz £19 ‘SL ‘IZ 000 ‘FES “6 £9 ‘816 ‘IL niet ; Si ok eee ; : ““-""-“queudimnba 60 
‘cg ary i aan sei 353 5 “""""""STBLIeyBu pus seljddng 0 


992 ‘LEE ‘SI+ | O10 ‘gg 10 | O10 ‘E86 “eg 

066 “G88 ‘See | ae ‘69L ‘08 066 ‘9IT “ ' : ied pee pen “-"""S90TAJ0S [BN4OBIQUOD JOYIO «40 
962 962 ‘SOE sei: a ----uoljonpoidas pue ZuQULIg = 90 
L9L > | | 000 ‘000 * L9L ; me epee F . "oo mees="""="SgoTAsos AZITIGN puB szueyY oO 
86¢ | $69 oe wore eee ees="=""SoOIAJOS UONBOIUNUIMIOD 0 
S61 S61 gaa ‘ ; netniabiciteass <8, sdury} Jo uoljByOdsuelyL, ¢0 
86F '¢ ) 866 , “PARIL Z0 
EFS “EEF ‘7S+ 868 226 bes SSE ‘F6F ‘Sz$ gee 10€ ‘022 ‘Zz$ : . “-""""S9oTAJes [RUOSIOg [0 

:s[elloyeu pus ‘seyjddns ‘seojaleg = g0-10 








uoneyidoidde 
[BIOL | jeyueweddns 
TS61 YIM ZO6T | 9IBUIT4Se 7961 | puoosg 
‘mosvdm0g | seed peogty 


yospnq 
§,JUePIselg [BNIB OC6T 
Ivod [Bost gy 








O4YBUIT{SA [G6] IBAA [Bost 




















sspj9 70.90 fiq suoyvbrgo fo iupmwmns aayvuvdwoy 





809 


EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE 


Changes proposed in appropriation language for the fiscal year 1951 and the 
reasons therefor are as follows: 

(Notre.—Proposed deletions are indicated by words enclosed in black brackets 
[ ], and additions by words in italics.) 

1. ‘‘[personal services in the District of Columbia andJ” 

To eliminate language made unnecessary by enactment of Public Law 830, 
Eighty-first Congress, amending the Administrative Expense Act of 1946. 

2. “for purchase of [not to exceed one hundred and fifty] passenger motor 
vehicles [for replacement only];” 

To remove the fiscal year 1951 limitation on the purchase of passenger 
motor vehicles for replacement only. This change would permit the Atomic 
Energy Commission to replace and procure additional passenger motor vehicles 
as may be required during the fiscal year 1952 to meet the expanding programs 
for which funds were appropriated in the first and second supplemental appro- 
priation acts, 1951. 

Under the language contained in the Second Supplemental Approrpiation 
Act, 1951, the effect of which is not reflected in the President’s budget, this 
limitation for the fiscal year 1951 was increased from 150 for replacement 
only to 500 replacements and additions. 

Prior to the initiation of the expansion programs, the Atomic Energy 
Commission, despite a continued increase in the level of operations and an 
expansion of facilities, had decreased the number of passenger motor vehicles 
operated by more than 31 percent during the fiscal vears 1949 and 1950. 
During the fiscal vears 1951 and 1952, the number operated will increase 
due to requirements for tran$portation in connection with the construction of 
additional plants and for operations at new sites. The trend in the number 
of passenger motor vehicles operated is indicated in the following schedule: 


Inventory (including those on order) 





| l 
| June 30, | June 30, | June 30, | June 30, | June 30, 
;} 1948 | 1949 | 1950 1951 {| 1952 





Automobiles-_--- -- -| 1, 920 | 1, 604 | 1, 433 1, 613 | 1, 825 
Busses sees 2 1, 047 779 | 687 821 | 948 
Station wagons and ambulances. --.----.-.----| 419 306 | 203 | 198 | 206 


OE SES NI ab SORELLE OS | aoe) 2, 689 | 2,328 | 1 2, 632 12,979 
| | | 


1 These ending inventories exceed by 350 those indicated in the President’s Budget which did not 
reflect the effect of the language in the Second Supplemental Appropriation Act, 1951. 


Current estimates indicate that in the fiscal vear 1952 it will be necessary 
to purchase a minimum of 576 passenger motor vehicles, of which number 
229 will be for replacement. A total of $1,229 million was provided for 
construction of additional facilities in the 1951 supplemental appropriations, 
and $290 million additional is included in the 1952 estimates for such purposes. 
Since actual construction under this huge program is just getting under way, 
it is difficult to foresee all transportation requirements. It is believed, 
therefore, that the Commission should be in a position to purchase the 
number of passenger motor vehicles which may be required to expedite this 
most urgent program. 

3. “[printing and binding, health service program as authorized by law (5 
U.S. C. 150);} * * * [payment of tort claims pursuant to law;}” 

To eliminate language made unnecessary by enactment of Public Law 
830, Eighty-first Congress, amending the Administrative Expense Act of 
1946. 

4. “[and travel expenses})” 

To eliminate language considered to be unnecessary. 

5. “[and in addition to the amount herein provided, the Commission is author- 
ized to contract for the purposes of this appropriation during the current fiscal 
year in an amount not exceeding $300,150,000)”’ 

To eliminate language which is not necessary since no contract authoriza- 
tion is requested for the fiscal year 1952. 
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6. “Classification Act of [1923 as amended) 1949” 


To change reference to the act so as to bring language in accord with 
current usage. 


. “* * * no part of this appropriation [or contract authorization} shall 
be used”’ 
To eliminate language contained in the provisos dealing with construction 


made unnecessary by the fact that no contract authorization is requested for 
the fiscal year 1952. 

8. “[Provided further, That no part of the foregoing appropriation or contract 
authorization shall be used in connection with the payment of a fixed fee to any 
contractor or firm of contractors engaged under a cost-plus-a-fixed-fee contract or 
contracts at any installation of the Cuminiielon, where that fee for community 
management is at a rate in excess of $90,000 per annum, or for the operation of a 
transportation system where that fee is at a rate in excess of $45,000 per annum)” 

To remove limitation on payment of fees to contractors for the management 
of communities and transportation systems. 

The Commission has previously expressed the view that the fee limitation 
was wrong in principle in that it cut across existing contractual arrangements. 
If continued in future appropriation acts, it may cause difficulty in connection 
with the new expanded programs, particularly with respect to transportation. 
For example, although the Savannah River project will be located within 
commuting distance of centers of population, there will still be a substantial 


transportation problem which may require contracting for the transportation 
of workers. 


Mr. Gore. Mr. Boyer, maybe you want to give us a general state- 
ment on the fiscal condition and the needs of the AEC before we get 
into the detailed requests. 

Mr. Boyer. I would like Mr. McCarthy to give you that summary, 
which is a repetition of those pages 1 to 18. 

Mr. Gore. I do not want you to summarize each page in detail, 
but tell us what your over-all needs are, how much money you have 
unobligated, how much money you are going to turn back to the 
Treasury, how much less you need than the justifications here would 
indicate. 

TOTAL FUNDS AVAILABLE THROUGH 1952 


Mr. McCarrny. On page 1 we have summarized, I think for the 
first time for this committee, the total amounts made available to the 
Atomic Energy Commission and have shown the amounts we have 
obligated by years. We thought this would be helpful. It shows 
that through the end of fiscal year 1952, which will include the appro- 
priation we are requesting, $5,287,000,000 will have been made avail- 
able to the Atomic Energy Commission. : 

Mr. Putuurrs. Does that include expenditures of the Manhattan 
District? 

Mr. McCarruy. This includes the amount of the unexpended 
balance transferred to the Commission at the time of taking over the 
project, which was $604 million. 


EXPENDITURES OF MANHATTAN DISTRICT PROGRAM 


Mr. Putuurrs. Roughly, how much was spent pre-Commission, 
just as a flat figure? 

Mr. McCarruy. $2.2 billion were the expenditures by the Man- 
hattan District. 

Mr. Puiuures. Not including the $600 million? 


Mr. McCarruy. Not including the $604 million which was trans- 
ferred to us. 
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FUNDS AVAILABLE FOR OBLIGATION, 1951 


Going to the current fiscal year, the appropriations made to date 
by this committee have been $1,972,000,000, of which $414 million 
was cash required to liquidate outstanding contract authorizations 
of prior years, leaving us a total for obligation of $1,558,000,000. 

In addition, contract authority was authorized in the amount of 
$300 million, making a total available of $1,859,000,000. 

In addition, the Commission did bring over from prior years an 
unobligated balance of $57.3 million, for which we took credit when 
we came up to you with our first supplemental for fiscal year 1951. 

So that we have available for obligation in the current fiscal year, 
$1,916,000,000. The largest portion of this, over $600 million, is to 
provide for the construction at Savannah River and some $500 
million for the construction at Paducah. Those are the two major 
items in our obligations for the current fiscal year. 

Mr. Puiuurps. I have been under the impression we recovered 
some of that money, or did you just apply it to your subsequent 
needs? 

SUPPLEMENTAL APPROPRIATIONS, 1951 


Mr. McCarruy. We took it as an offset in our first supplemental 
request for 1951, on which we appeared before you in July. The 
First Supplemental Appropriation Act provided $260,000,000, and 
we did take credit there for the unobligated balance brought forward. 

We are not showing any unobligated balance for fiscal year 1951. 
Our current estimate indicates we will obligate the entire amount, 
but in a program as large as this it is sometimes difficult to get all of 
the contracts and orders placed by the end of the year, and there no 
doubt will be some small unobligated balance. 

Mr. Gore. On the order of how much? 

Mr. McCarruy. I am making a guess. We know of the one item 
which was pointed out here this morning of $10 million in 1951, a 
portion of the $40 million item we discussed, which was appropriated 
in 1951 and which it would appear now we won’t obligate. 

Mr. Boyer. I might at this time point out that we are coming up 
with a third supplemental shortly. 

Mr. Gore. Is there any reason why that supplemental should not 
be here in time to be considered along with the regular appropriation 
bill? 

Mr. McCarrnay. It is presently being processed through the 
Bureau of the Budget. We are having a hearing with the Bureau at 
the present time. I do not know what their schedule is as to getting 
it up. : 

Mr. Gore. Would that be a supplemental to the 1951 appropria- 
tion? 
FUNDS REQUESTED, 1952 


Mr. McCartuy. Yes. Turning now to the fiscal year 1952, our 
total appropriation requirements are $1,210,000,000, of which $340 
million is required for the liquidation of prior year contract authority, 
leaving us for new obligation $870 million, all of which is being 
requested in the appropriation. 

Mr. Gore. And no contract authority? 
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Mr. McCarruy. No contract authority has been requested. It is 
our understanding that this was in accord with the wish of this com- 
mittee, and the Bureau of the Budget has not included contract 
authority for any portion of our fund requirements. 

Mr. Gore. Thank you very much. 


SourcE AND Fiss1onABLE MATERIALS 
_Now we will go to the source and fissionable materials program. 
We will put in the record at this point page 19. 
(The matter above referred to is as follows:) 


Summary of operating costs 








| } 
1950 actual 1951 estimate | 1952 estimate 


- 


} | 

Procurement and production: 
Raw source materials and feed materials______.__- | $48, 673,881 | $63, 003, 000 $79, 742, 700 
U-235 Eye . _....-----| 28,858,553 | 34, 086, 000 64, 100, 000 
Plutonium and special materials___...........-.......--- 30, 086,813 | 36, 629, 000 | 52, 961, 000 
DN i855 ic dae, «cl ateiaeesin uae agtiie ps cabin 107, 619, 247 | 133, 718, 000 | 196, 803, 700 





Process development: | 
Raw source materials and feed materials___. 2, 355, 000 1, 957, 800 
U-235... .. ahs 3 Rich aig at Magn ea Re 2, 724, 440 | 3, 003, 000 3, 605, 000 
Plutonium and special] materials._...........-.... rae 8, 192, 476 | 9, 347, 800 


Total 12, 797,433 | 14, 705, 800 | , 934, 





Total, operations, accrued cost basis........_. | 120, 416, 680 | 148, 423, 800 | 209, 738, 000 
| | 


COST OF PROGRAM 


Mr. Wituiams. The operating budget is broken down into two parts, 
as you see on page 19. There is a procurement and production por- 
tion amounting to $196,803,700 and then a process development por- 
tion which is $12,934,300, giving a total of $209,738,000 for the oper- 
ating budget. 

ACTIVITIES OF PROGRAM 


This budget covers the purchase of ores from foreign countries, 
covers exploration and mining, covers processing of the ores to get 
the materials to feed into the plants at Hanford and Oak Ridge, and 
it also covers development of processes for the various operations in 
this chain. 


INCREASED ESTIMATES FOR RAW AND FEED MATERIALS 


Mr. Gore. In the off-the-record discussion this morning the com- 
mittee had a very good summary of your operation. What justifica- 
tion can you give for the record for the increased estimate of expendi- 
tures for raw source materials and feed materials, jumping from $63 
million in fiscal 1951 to an estimated $79 million plus in fiscal 1952?- 

Mr. WixuiAms. The figure which you have given includes the 
processing of feed materials and also the purchase of the raw ma- 
terials. ‘The major portion of the increase for the purchase of ores 
is due to the increase in cost and also an increase in the amount of 
material which we are going to get. We have had an increase in the 
cost of our domestic materials. 
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Mr. Gore. Have you had a rate of increase in domestic production 
that is satisfactory or pleasing? 

Mr. Wiuuiams. We feel that the rate of increase is encouraging. 
We are not satisfied with it. We are working to increase it, but we 
are encouraged, and we will be able to increase it still more. 

Mr. Gore. What kind of bounty are you offering for the discovery 
of particular deposits? 

Mr. Boyer. I will ask Mr. Johnson to answer that. 

Mr. Jounson. This is not part of the 1952 budget; it is a bonus that 
was just recently announced. 

- Mr. Gore. Are you not contemplating to pay any. bonus in 1952? 

Mr. Jonson. Yes; we expect to. 

Mr. Gore. Then it is part of the budget? 

Mr. Jounson. It is not provided for in this budget. It will be in a 
supplemental budget. 

Mr. Gore. But it is not in this present budget? 

Mr. Jounson. It is not included in here. It was not announced 
until March 1 after being approved by the Commission during the 
month of February of this year. 

Mr. Gore. Then we will discuss that when the supplemental item 
is up, and we will let that wait. 

Mr. WixuiaMs. Our ore processing costs are up, because we are 
processing considerably more ore than previously in 1952. On the 
record, that is about as much as I could say. Off the record, I could 
go into more detail as to where those increases are. 

(After discussion off the record :) 


PROCESSED COSTS OF URANIUM HEXAFLUORIDE 


Mr. Gore. What is your experience with respect to processing costs 
of uranium hexafluoride? 

Mr. Wiuuiams. Uranium hexafluoride—you mean through the 
gaseous diffusion plants? 

Mr. Gore. Yes. 

Mr. Wixurams. Our experience there is that the costs have come 
down materially. We have a chart here which will show that in 
better form. This shows the trend of production for 1947, 1948, 
1949, 1950, 1951, and 1952. Our production is going up. In 1951 
we are about in here now [indicating]. 

Mr. Gore. That is your production curve? 

Mr. WixuraMs. That is the production curve. Wage rates, if you 
will notice, have gone up in the same period, so that we are paying 
higher wages. The costs of our chemicals and so forth have gone up, 
but unit costs are coming down al! the time. 

(After discussion off the record: ) ® 

Mr. Wruttams. This hump is due to the fact that we are putting a 
new unit into operation. The plant will be in operation for 80 or 
90 days, before any material production increase will result. As 
production increases, the unit cost drops off very fast. 

We have reduced the cost materially per unit. The additional costs 
which we are incurring for the production of the hexafluoride are 
principally due to the increase in costs such as for electricity and 
various lubricants, and so on, because the number of people con- 
cerned will not go up, even though we have added the new plant. 
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COSTS OF POWER, PERSONNEL, AND ELECTRICITY 


Mr. Gores. In what figure on page 19 can we find the power costs? 

Mr. WiuiaMs. Nineteen of the unclassified. 

Mr. Gore. Nineteen? 

Mr. WiuutaMs. If you look at the U-235 costs on the second line 
in 1951, there was $34,000,000; in 1952, it is $64,000,000; the increase 
is from $34,000,000 to $64,000,000, which includes the power. 

Mr. Gore. What else is included in this $64,000,000 figure: Power, 
personnel, and what else? 

Mr. WixuiaMs. Power, personnel, chemicals, etc. The electricity 
costs go up, from $13,000,000 in 1951 to $31,000,000 in 1952; 
making about $19,000,000 of additional costs for electricity in this 
increase from $34,000,000 to $64,000,000, leaving $11,000,000 for 
other increases. 

Mr. Yates. Where is the bulk of the power secured? From TVA? 

Mr. Wiuuiams. From TVA, except for power generated at K-25, 
the balance of our power requirement is obtained from TVA. During 
this period, and until new generating capacity, now under construction 
by TVA is completed and in operation, TVA must obtain the required 
power from the connecting utilities to the TVA system, because they 
do not now have the power available. This interim power is high cost 
power. That is our major increase in 1952, the power bill. 

Mr. Gore. How does your cost curve compare in operation of the 
U-235 and the production of plutonium? 

Mr. WiuuraMs. Mr. Shaw has a curve chart which he can show you. 

Mr. Suaw. I think perhaps this had better be off the record. 

(Off record discussion.) 


Mr. Gore. What item were we discussing? 


PLUTONIUM PRODUCTION AT HANFORD 


Mr. Witurams. We were on the item of plutonium production at 
Hanford. I think I can give you a summary statement for the record. 

Mr. Gore. Very well, will you prepare such a statement. 

(The statement referred to follows:) 

The cost and production curves presented orally show, even though the costs 


of labor and materials have increased, the unit cost for plutonium production 
show a constant downward trend. 


Mr. Suaw. During the past fiscal year the increased output, which 
has characterized the previous period, has continued at an excellent 
rate and the reduction in the unit cost has been achieved in spite of 
increased wages and material costs. 

Mr. Gore. Mr. Williams, how much can we reduce this $209 ,000,000 
and still continue these pragluction curves upward? 

Mr. Wiuiams. | would say that we have at this time a very firm 
budget in the operations. This budget is built on the experience of 
several years’ operation and the cost estimates for the present year 
are running very close to what we had estimated. 

There will be an increase in costs in 1952, not included in this 
budget, due to the operation of additional facilities and due to the 
increased productivity from facilities that are now being put in 
operation, that will require handling of additional materials and use 
of an increased amount of chemicals, and I would think that rather 
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than being able to get along on less, that actually it might be neces- 
sary to ask for additional money after the first of the fiscal year, 
after we have found what our costs are going to be. I believe this 
is a very firm budget, so far as operations are concerned; I do not 
know of one soft spot. There is one uncertain item, Mr. Chairman, 
and I would like to go off the record on that. 

Mr. Gore. Very well. 

(Off the record discussion. ) 


DEVELOPMENT OF NEW SOURCES OF URANIUM 


Mr. Gore. Mr. Johnson, what success have you had in developing 
new sources of uranium through development of additional processes? 

Mr. Jounson. We have developed a process for recovering uranium 
from phosphoric acid, which is a product produced in the manufacture 
of high grade phosphate fertilizer. 

Mr. Gore. Will the cost of uranium from this source be of an 
economic order? 

Mr. Jounson. We consider that it will be of an economic order, yes, 
and it has the advantage of being a continuous supply, because of the 
tremendous reserve of phosphate rock. The phosphate industry has 
supplies of raw materials for many years’ operation. 

Mr. Gore. A workable content of uranium is not found in all phos- 
phate deposits, is it? 

Mr. Jounson. The phosphate deposits of particular interest are in 
Florida and some of the Western States, and these constitute our 
largest domestic source of phosphate rock, and while the quantity of 
uranium in the rock is small the cost comes within economic limits, 
because the product is a byproduct. That is, the cost for mining and 
the fertilizer process will be borne by the sale of the fertilizer. 


WEAPONS 


Mr. Gore. We will go to weapons. Captain Jackson, I noticed 
in your unclassified estimate a request for $161,000,000 for which you 
have a one-page justification, page 21, which I will insert in the record 
at this point. 

(The matter referred to is as follows:) 


Operating program summary and narrative statement 





1950 actual | #951 estimate | 1952 estimate 


Deel CUI os ions Sinsation cameis heeds phase hwcinas $85, 832, 512 | $135, 487, 771 $161, 134, 000 














Costs under the weapons program for fiscal year 1952 are those considered neces- 
sary to carry forward a vigorous research, development, and production program 
to meet the objective of keeping the United States in the forefront in technical 
excellence and number of atomic weapons. 

The program is designed to support and advance theoretical and experimental 
nuclear weapon science, to provide for development and production engineering, 
and to operate a complex of manufacturing, assembly facilities, and storage ade- 
quate to the task of insuring a flexible and uninterrupted flow of the most up-to- 
date weapons to stockpile. 

The program is carefully integrated with the requirements and activities of the 
Department of Defense not only with regard to the characteristics of the end 
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roducts, but also with regard to training and to the maintenance of weapons 
in stockpile in a state of continual readiness. 

Mr. Gorn. The committee will have to know more about the jus- 
tifications for the $161,000,000. We had a briefing on the weapons 
program in the off-the-record session in the forenoon, but that part 
of the American people who read this hearing would like to see some 
additional justification rather than this one page which I have inserted. 


COSTS, 1950 AND 1951 


I have before me the secret justification which contains a goodly 
number of pages, but I cannot put that in the record. What can you 
say for the record in justification of this $161,000,000, and, particu- 
larly, in justification of the fact that the appropriation for this purpose 
in 1950 was $85,000,000, and for 1951, $135,000,000? 


JUSTIFICATION OF REQUEST FOR 1952 


Captain Jackson. This $161,000,000, Mr. Chairman, covers the 
cost of designing and producing atomic weapons of all sorts, and the 
increase from 1951 over 1950, and for 1952 over 1951 is due to the 
increased emphasis and increased rate at which we are carrying on 
this program, both in the field of research and development and in 
the field of production. 

This program covers the cost of operations of our Los Alamos 
Laboratory which designs the weapons, and our Sandia Laboratory 
at Albuquerque which is the center for our production industries. 

Mr. Gore. I am going to ask you some off-the-record questions. 
These general answers and general questions give us no information, 
and, after all, the committee must make its recommendations. Those 
recommendations should be based upon facts, even though such facts 
cannot be made public. 

(Discussion off the record.) 

Mr. Gore. Can the American people properly deduce from the 
increased weapons budget that the rate of weapon stockpiling is 
accelerating? 

Captain Jackson. Yes, sir. 

Mr. Gore. That will be a comfort. 


Reactor DEVELOPMENT 


Now we will go to the reactor program. We will include in the 
record at this point pages 22 and 23 of the justifications. 
(The matter referred to is as follows:) 


Operating program summary and narrative statement 


| | 
1950 actual | 1951 estimate | 1952 estimate 


| } 

Research and development: } 
1. Specific reactor projects ig oie ; $17. 844, 046 | $29, 534, 626 $36, 671, 600 
2. General reactor research and development 9, 510, 755 | 8, 727. 500 | 10, 828, 600 
3. Operation of specific reactors and processing plants 241, 399 | 798, 300 | 3, 934, 800 


Total accrued costs.......---.------ eed | 27,596,200 | 39,060,426 | 51, 435, 000 
! | | 
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Reactors are the machines for converting atomic energy into useful work. 
From the long-term point of view, the development of reactors is the main hope, 
and almost the only hope of an appreciable civilian use of atomic energy. For 
the immediate future very little distinction can be made between reactors for 
civilian uses and reactors for military uses. In general the same ground must be 
covered in order to learn how to design a power-producing reactor for any pur- 
pose. However, it can be expected that economic factors will be somewhat less 
compelling in the case of military application. 

For either civilian or military uses, the extent to which atomic power will prove 

ractical will depend mainly on the adequacy of the supply of raw materials, 
20th as to cost and as to the amount available. As is well known, most reactors 
to date utilize only the fissionable isotope of uranium, which constitutes only 
seven-tenths of 1 percent of the supply of uranium in its natural state. For this 
reason interest continued on the “‘breeder’’ type of reactor which, it is hoped, 
may make possible the utilization of our entire supply of uranium and thorium, 
and thus, in theory, multiply by a factor of more than a hundred our potentially 
available reserves of nuclear fuel. 

In the current program four reactors are planned in the reactor program for 
full-scale development and ultimate construction in addition to several others 
under preliminary development. In addition a production-type reactor is being 
developed in conjunction with the production program on a full-scale, early- 
construction basis. Of the four in the reactor program one is a ‘‘breeder.”’ It is 
designed around the possibilities of utilizing fast neutrons for breeding purposes. 
The second reactor planned is known as the materials-testing reactor and.is a 
tool to permit the study of materials for reactors in a manner quite analogous to 
the use of a wind tunnel for the study of airfoils for airplanes. This reactor is of 
particular interest to the Air Force in view of the need for the most efficient and 
most compact reactor possible for ultimate aircraft propulsion. The third and 
fourth reactors are a straightforward attack on the problem of a reactor for ship 
propulsion.’ In addition low-power experiments will be assembled for a reactor 
of the homogeneous type and of the aircraft-propulsion type. Several other 
types are in the preliminary-development stage. 

Jevelopment has been practically completed on the experimental breeder and 
the materials-testing reactors. Costs for operating these two reactors appear in 
the budget for the first time. 

Cost estimates are based on the scheduling of foreseeable problems by years for 
the several contractors. Each such problem is analyzed to determine the man- 
years of scientific and engineering talent estimated to be required and the materials 
required. To this was added the proportionate share of indirect expenses to be 
incurred by the contractor. Performance during prior years is considered in the 
assignment of work, in assessing ability to expand, and in determining cost 
estimates. 

It is planned to incur a large share of the costs at existing Atomic Energy Com- 
mission facilities as follows: 


Fiscal year | Fiscal year | Fiscal year 
1950 1951 | 1952 
pO Se! SA ETD = RE PR SS ent ee | aadaegete ese 


Brookhaven National Laboratory, New York.......-...-- $227, 700 $481, 100 | $506, 800 
Knolls Atomic Power Laboratory, New York._------ 4 9, 299, 800 9, 204, 000 | , 022, 900 
Oak Ridge National Laboratory, Tennessee _____--_..-.-.-- 4, 564, 400 6, 509, 000 | , 800, 300 
Mound Laboratory, Dayton, Ohio. __.--...-.-- : 175, 600 250, 009 250, 000 
Argonne National Laboratory, Illinois- eer 5, 965, 000 | 8, 705, 000 | , 722, 200 
Westinghouse Bettis Field Laboratory, AP 1, 915, 000 6, 464, 690 | 7, 925, 900 
Reactor Testing Station, Arco, Idaho 378, 200 | 1, 365, 300 | 5, 216, 500 


Total : _...--| 22,525,700 | 32,979, 000 | , 444, 600 


Mr. Gort. Doctor, tell us what you mean by the operation of 
specific reactors and processing plants for which your 1952 appropria- 
tion request is $3,934,800, and for which you had an appropriation of 
$241,000 in 1950. 
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REACTOR RESEARCH 


Dr. Harstap. I think the answer to that specific question would be 
that we have for some years been going through the applied research 
and development phase of this. 

Then we went through the phase where we applied this knowledge to 
particular reactors. 

You will recall that in acting on earlier budget requests the Congress 
authorized four reactors, the experimental breeder reactor, the materi- 
als-testing reactor, the submarine thermal reactor, and the submarine 
intermediate reactor. 

To that has been added the chemical-processing plant which is being 
constructed at the Arco Reactor Testing Station. This chemical- 
processing plant is necessary to reprocess, from time to time, the fuel 
elements in the operating reactors. 

You will recall that we discussed reactors this morning. We have 
a chain of reactions going on in the reactor. We have fission products 
formed inside of the reactor, in the fuel elements. As time goes on 
these fission products absorb the neutrons and poison the reactor 
operation. This means that the reactor stops, and we have to take 
those fuel elements out and chemically purify them in the chemical 
processing plant. 

The item you referred to as the operation of specific reactors in- 
cludes the operation of the experimental breeder reactor, the materials 
testing reactor, and the submarine thermal reactor, as well as the 
chemical processing plant for reprocessing these fuel elements. 

On the latter item I must go off the record. 

(Discussion off the record.) 


SUBMARINE REACTOR 


Mr. Gore. Doctor, what can you tell us on the record about your 
so-called submarine reactor? 

Dr. Harstap. On the record I would say that we are making 
gratifying progress, but I feel that any developments for military 
purposes and the rate at which we are making progress should be 
kept confidential. Therefore I indicated this morning the dates that 
are involved in this, but on the record I would prefer not to. 

Mr. Gore. What progress are you making, if you want to put it 
on the record, in developing a reactor which would transfer this 
energy into a form which could be used for electricity, the generation 
of electricity, | mean? 

Dr. Harsrap. If I could take a few minutes on that I would say 
that the production of fissionable material, plutonium, is by all odds 
the most useful thing we can do with reactors in the present inter- 
national situation. The Hanford reactors are excellent, and were 
excellent, as far as design for this purpose in 1942 and 1943 was 
concerned. Off the record. ° 

(Discussion off the record.) 

Dr. Harstap. Better reactors can be designed for the production 
of fissionable material than the Hanford reactors, particularly those 
which would produce electric power in addition to plutonium simul- 
taneously. We are studying this possibility. 
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REACTOR FOR PROPULSION OF AIRPLANES 


Mr. Gore. I read an article in the public press a few days ago 
stating that a certain project at Oak Ridge, having as its purpose 
the development of a reactor for the propulsion of airplanes, had 
closed a certain phase of its operation. Can you, on the record, describe 
that phase? 

Dr. Harstap. On the record, I think it is only natural that the 
remarkable concentration of energy in fissionable material should 
arouse the interest of the military services for use as an energy source 
for mobile reactors, either for naval or aircraft use. The problem 
of producing a reactor for aircraft is a tremendously difficult 
one in view of the extreme weight and space limitations. A great 
deal of study has been carried out over quite a number of years to 
determine what the problems are which would be encountered if 
we were going to undertake to design and build such a reactor. 

At Oak Ridge the project to which you referred was concerned 
with these studies, largerly paper studies, with a considerable amount 
of laboratory experimentation, but no heavy engineering experimen- 
tation. That is the phase that has been completed. 

Mr. Gore. It is under your direction that the calculation for the 
engineering and research for the engineering is under way? 

Dr. Harstrap. Yes. The Atomic Energy Commission having re- 
sponsibility for all fissionable material naturally would be concerned 
with the reactors for this purpsoe. Although the end use is military, 
the problem of designing, of experimenting with fissionable material, 
and building the reactor is the Commission’s responsibility. 

Mr. Gore. Are there any questions of the doctor on the reactor 
program before we go to the next item? 

Mr. Coupert. | would like to ask a question off the record. 

(Discussion off the record.) 

Dr. Harstrap. I would like to put on the record the fact that the 
engine and: the airframe for the nuclear powered aircraft is an Air 
Force responsibility according to our thinking. It is a joint opera- 
tion as far as the total venture is concerned. 

(Discussion off the record.) 


PuysicaL REeseARCH 


Mr. Gore. Doctor Pitzer on physical research. 

We will place in the record at this point pages 37 to 40 of the 
justifications, inclusive. 

(The matter referred to is as follows:) 
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Operating program summary and narrative statement 


1950 actual 


1951 estimate 


1952 estimate 





Production: 
Isotope research, development, production, and distribu- 


Radioisotopes, net 
Stable isotopes, net OTE Ra ST: Ee eae 
Isotope research and development 


Research and development: 
Physics research 


$1, 310, 323 


$1, 205, 000 





147, 789 
883, 254 


180, 000 
678, 000 
347, 000 





16, 766, 072 


15, 980, 900 


19, 315, 800 





TREES REN, ATLA TNT 


13, 289, 353 
Applied physics research K 


3, 476, 719 
8, 563, 540 


6, 003, 174 
2, 560, 366 


3, 423, 467 


13, 631, 000 14, 449, 100 
2, 349, 900 4, 866, 700 


11, 147, 300 


7, 220, 900 
3, 926, 400 








Chemistry research 11, 399, 400 


7, 614, 400 
3, 785, 000 


4, 448, 800 





Basic chemistry research 
Applied chemistry research. ....................-.--- 








Metallurgy and materials research _- 4, 065, 500 


2, 202, 200 
1, 863, 300 


130, 900 








Basic metallurgy and materials research 


1, 791, 757 
Applied metallurgy and materials research 


1, 631, 710 
65, 322 
999, 528 


619, 039 
380, 489 


2, 397, 900 
2, 050, 900 





Mathematics and computations research (basic only) ._-- | 





University training and cooperation 1, 080, 600 





Fellowship program 


627, 400 
Other training 


453, 200 
33, 610, 200 














TT IS Bho kk oa hoc cage eonas ceed = 252 





To a large extent the security of the United States continues to be dependent 
on maintaining its world leadership in the technology of atomic energy. As was 
mentioned in the budget submission for fiseal year 1951 this leadership will con- 
tinue to be maintained during the next few years by the efforts of the Divisions 
of Military Application, of Production, and of Reactor Development. Leadership 
in the more distant future, however, can only be assured by continuing an expand- 
ing and aggressive research program. A member of the Commission’s General 
Advisory Committee has said: ‘‘Seience is aimed at new knowledge; technology 
toward new devices. Technology builds its aims for the future on science’s achieve- 
ments in the past. The future’strength and progress of technology depend upon 
the present. strength of science. 

The research program in the physical sciences is being expanded, as the above 
cost estimates indicate, but it is a carefully controlled expansion. With world 
conditions in a precarious state, there is an understandable tendency for physical 
research to gravitate toward applied and developmental work in order to produce. 
immediate results. The Atomic Energy Commission must guard against this im- 
provident tendency in guiding and controlling expansion of its physical research 
program. It is a program for the middle and distant future and as such emphasis 
must be placed on fundamental research. It is planned to increase the physical 
research program in 1952 by approximately $4,150,000. Thus, roughly one-fourth 
of the expansion from 1951 to 1952, as represented by the above cost estimates, 
will be in the special basic research studies carried on by contracts with univer- 
sities and colleges throughout the Nation. I+ is planned to continue expansion of 
this phase of the research program for some vears in the future looking toward an 
eventual ceiling of between 20 or 30 million dollars. This policy is based on a 
recommendation made by the General Advisory Committee of the Atomic Energy 
Commission in 1947 to the effect that this type of research —in academic institu- 
tions—could efficiently utilize between 10 and 30 millions of dollars annually. In 
1952 basic research in the AEC national laboratories is being allowed to increase 
dollarwise by about $500,000; the third significant increase and the largest is in 
applied physics in the Berkeley area. See page C—174 of classified section. The 
net increase of $4,150,000 mentioned previously is less than the sum of these 
increases due to proportionate reduction in other parts of the program. 

Considerable progress has been made by the Commission during the past year 
in adapting a system of project authorization and control to the program of the 
Reactor Development Division and to the applied research programs of the Re- 
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search Division and Biology and Medicine Division. Effort will be continued 
in this direction in order to bring all applied physical research under this form of 
management control. No attempt will be made, however, to subject the basic 
research portion of the program to project-type control since the progress of such 
research is by definition unpredictable. 

The costs estimated to be incurred in the various fields, such as physics, chemis- 
try, etc., at the Atomic Energy Commission national laboratories for administra- 
tive and service functions are consolidated with direct research costs. These 
allocated costs, which appear merged in the totals on the following pages, include 
the following types: Electric power, operation of special large instruments and 
machines, heating and lighting, medical expenses, security costs, administration, 
executive direction, ete. The wide variance in costs per scientific man-year for 
research performed at the various Atomic Energy Commission laboratories may 
be accounted for by the different managerial, operational, and geographical condi- 
tions, Costs per scientific man-year at the Argonne National Laboratory, the 
Brookhaven National Laboratory, and the Oak Ridge National Laboratory are 
relatively higher than similar costs at the Berkeley Laboratory and much higher 
than those at the Ames Laboratory because the three former installations were 
established in relatively isolated sections and are operated by the contractor solely 
for the Atomic Energy Commission. At Ames and, to a degree at Berkeley, the 
laboratories are able to make use of the college facilities which cut down adminis- 
trative and service expenses. Another important factor leading to increased costs 
per scientific man-year at the former group of laboratories is the fact that con- 
siderably more classified research is conducted there than at Ames and Berkeley, 
thus necessitating considerably more security costs. 

Mr. Gore. Doctor, you have quite a request here for research. 

Dr. Prrzer. As the search for knowledge goes forward the frontiers 
seem always to be broader than they were. There seems always to 
be more that one might find out as one goes forward. 

Mr. Gore. You mean that it is similar to other fields of life in which 
the more one learns the more it appears he does not know? 

Dr. Pivzer. That is exactly correct, sir. 

Mr. Gore. And you are trying to learn all? 

Dr. Prrzer. We have no illusions that we are going to find it all in 
any finite time, but we are going to go ahead in the fieids that seem 
important to the welfare of the Nation, and go ahead as fast as pos- 
sible, and faster than possible competitors. 

Mr. Gore. Tell us the area of your biggest problem and your 
brightest hope. 


DEVELOPMENTS OF MILITARY INTEREST 


Dr. Pirzer. The principal shifts in the program as between 1951 
and 1952 will be in the direction of pressing forward as rapidly as pos- 
sible those developments of relatively immediate military interest. 
This does not mean that we will not carry forward at a very vigorous 
level the entire range of the exploratory research program, but it is 
not being expanded by any significant amount. In the next year the 
expansion will be in the realm of areas where real promises of develop- 
ments of military interest appear. 

Naturally, I cannot discuss these more immediate development 
problems on the record. I mentioned some of them this morning in 
the off-the-record session. 


RESEARCH AND DEVELOPMENT 


Mr. Gore. What is the difference between basic physics research 
and applied physics research, and why must you have two budget 
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items? I know that there is a difference in budget activity, but why 
could they not be grouped under the same heading? 

Dr. Pirzer. Well, they certainly could be grouped under the same 
— The difference is largely one of point of view. 

The basic science in any of the categories is essentially exploratory, 
to enlarge, push forward the frontier of knowledge. The applied 
programs represent expanding developments which we hope, if suc- 
cessful, to transfer to one of the other divisions of the program in the 
near future. 


FELLOWSHIP TRAINING PROGRAM 


Mr. Gore. Mr. Yates earlier today raised the question of the way 
scientists perpetuate this program and not only perpetuate the pro- 
gram itself but explore into other fields. I turn to him now for an 
opportunity to make inquiry. You will find it on page 73. 

Mr. Yarss. I note there is $1,627,000 devoted to that program. 
Do you find it is a useful program for your purposes? 

Dr. Pitzer. The record of fellowship training programs of this type 
over the past year has been a very good one; that is, as one examines 
years afterward what the record of accomplishment is of the people 
who receive fellowships of this type, the record shows they have made 
very important contributions in their individual professional fields. 

Mr. Puiuurps. How long has this program been running? 

Dr. Prrzer. The fellowship program, I think, is in its third year 
now. I speak principally from the record of older fellowship programs 
of the same general character, although very important results have 
been obtained by these people already. 

Mr. Yates. With respect to the fellowship program, how many of 
the fellows you train do you ever bring into your agency? 

Dr. Prrzmr. I cannot give you an exact figure on that, but a very 
substantial percentage either work with our major atomic energy 
installations or go with the universities or departments in universities 
that are, in turn, training other people in this field and conducting 
our basic exploratory research in this field. 


SECURITY IN RESEARCH PROGRAM 


Mr. Yates. What do you do with respect to security in that 
program? 

Dr. Prrzer. In accordance with a rider on the appropriation act, 
all fellows‘in the Atomic Energy Commission fellowship program are 
now investigated by the Federal Bureau of Investigation and judged 
according to loyalty standards that are specified. 

Mr. Yates. Your entire university program, however, is not devoted 
just to fellowships; is it? 

Dr. Pirzer. No. There are many research projects which appear 
back under basic physics, basic chemistry, basic metallurgy, in uni- 
versities which have as their primary function exploration in a certain 
field of knowledge, but there is an ancillary function in that much of 
the work is done by students who are in training at that time and 
who receive essential financial support at the same time they are per- 
forming the research functions under the project. 

Mr. Yates. I note the security provision applies to your fellowship 
program, but are there other security measures taken with respect to 
other aspects of your research program? 
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Dr. Prirzer. I would point out—and let this be very clear—that 
these programs, including practically all of the fellowship programs, 
are entirely nonsecret programs. They are programs which it has 
been determined are outside the barrier and sufficiently outside that 
there is no danger of developing secret information. 

Mr. Yares. In other words, it is a type of research that ‘any uni- 
versity could do apart from the atomic energy program? 

Dr. Prrzer. Exactly. 


ATTEMPT TO BREAK THROUGH SECURITY OF ARGONNE LABORATORY 


Mr. Yates. I saw a statement in the paper in connection with the 
attempt to break through the security of Argonne Laboratory in the 
city of Chicago. What actually happened? 

Mr. Dean. A radio broadcaster apparently—and I use the term 
advisedly—apparently, in order to make a story to the effect that our 
security was bad at the Argonne Laboratory, in league with a guard 
employed by the University of Chicago, our contractor for operating 
the Argonne Laboratory, entered into an agreement to scale the 
fence. This was an outer fence a considerable distance from any 
inside area in which there is restricted information. He was successful 
in getting over the fence. Anyone could get over any one of our 
fences. As you know, a 10-year-old boy can get over the average 
wire fence, even though you have barbed wire at the top. He did it 
at night, knowing the exact time when the guard would change, this 
information having been given to him by the other guard. His coat 
was impaled on a barb, and he was apprehended immediately when he 
hit the ground. 

He had intended to give a radio broadcast saying how he had gotten 
into the inside of Argonne Laboratory and there were no guards around 
and everything was loose, but he was apprehended, and consequently 
he was unable to give such a broadcast. 

As far as prosecution is concerned, we referred the matter to the 
Department of Justice. We hope there is some way he can be prose- 
cuted. As you know, there is no general Federal trespass statute, 
but I think there are other ways in which he can be prosecuted, and 
we have brought the matter to the attention of the Department of 
Justice. 

Mr. Yates. It was called to my attention that the dismissal of a 
ruard had some bearing on a labor dispute you had at the laboratory. 
Vhat is the fact pertaining to that? 

Mr. Dean. There was no relationship between the dismissal of this 
guard and the labor dispute. There was another guard, however, 
who is an officer in the union out there unconnected with this at- 
tempted entry at Argonne who, 2 days afterward, said in effect that 
the broadcaster should have been commended—maybe he used the 
term he should have received a medal—for his attempt to get in. 

Mr. Yates. What was done with the guard? 

Mr. Boyer. He was suspended until his loyalty could be investi- 
gated by an impartial panel to review his actions to see whether or 
not he represented a good security risk, because his attitude there, his 
expression of judgment that somebody ought to be commended for 
breaking in, certainly raises a question as to whether he is the type of 
man who should be a guard. So he is currently under suspension 
until this impartial panel can review the case. 





Mr. Yates. In other words, there is no relationship between the 
termination of this labor dispute and the incident at all? 
Mr. Boyer. Absolutely not. 


Mr. Wituiams. The fact of the matter is that the Commission per- 


mitted him to attend labor negotiations and put no bar in his way 
afterward. 


_Mr. Gor. Now, Dr. Warren, I believe Mr. Coudert has some ques- 
tions of you. 


BroLoGy AND MEDICINE 


We will place in the record at this point pages 112 to 116, inclusive. 
(The matter above referred to is as follows:) 


S 


Summary of operating costs 


| | | 
1950 actual | 1951 estimate 1952 estimate 
| 





} 
Research and development: | 
Medicine research: 





$1, 183, 776 $1, 382, 762 $1, 858, 475 
; 4, 950, 616 6, 151, 102 
Biological research 7, 926, 339 


Biophysics research 2, 769, 066 
SI I a aaa «cia by stig oghen cubs iasanees , 83 
a eS BES Sire ie mon Fada 2 568, 7 


9, 640, 902 
3, 673, 136 
553, 035 
534, 450 
Total, research and development, accrued cost basis.__- | 17, 687, 416 22, 116, 623 22, 412, 000 


' 

















SUMMARY STATEMENT 


The responsibility of the Division of Biology and Medicine is to guard and 
maintain the health of workers in the atomic field, to protect the population near 
atomic plants from possible hazards incident to atomic energy operations, to 
cooperate with other governmental agencies in protecting the public from atomic 
danger, and to promote the national welfare and security through atomic research. 

During the past year, real advances have been made in our understanding of 
the problem of acute radiation sickness. We have learned that animals whose 
tissues are deficient in oxygen have a better chance of surviving lethal dosages of 
radiation than normal animals. The lack of oxygen in the tissues may be pro- 
duced experimentally either by replacing the oxygen in the air with nitrogen at 
the time of radiation or indirectly by giving the animals drugs which reduce the 
capacity of the blood to carry oxygen from the lungs to the tissues. The sulfur- 
containing amino acid, cysteine, given just before radiation also increases the 
chances of survival of experimental animals. By shielding the spleen of irradiated 
animals the ordinarily lethal dose may be doubled and the blood-forming function 
of the bone marrow is quickly restored. 

These leads suggest that before long there will be achieved the means of protecting 
man from doses up to twice the single exposure dose now believed to be lethal. 
Research workers have fully demonstrated the usefulness of antibiotics in tiding 
the irradiated animal over the period of reduced resistance to infection. They 
have continued their study of the mechanism of radiation-induced hemorrhage, 
and the part that heparin-like or anticlotting substances play in hemorrhage is 
being clarified. 

The study of uranium toxicity has reached a point where most of the important 
questions are answered and this work is now being curtailed so that more effort 
can be put on plutonium toxicity investigations. The latter will require at least 
3 years’ intensive study before we understand how to deal with plutonium as 
effectively as we now do with uranium. We can expect savings of millions of 
dollars in production costs as the result of these studies. It appears likely that 
present standards for permissible concentration of plutonium in air, water, and 
the like are on the conservative side by a factor of at least five and maybe more. 
With increased handling of carbon 14 and tritium in the atomie energy program, 
the Division of Biology and Medicine has intensified the study of these isotopes 
at three major facilities. 
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The Radiation Instruments Branch has sponsored development, both in the 
AEC laboratories and in industry, of instruments suitable for civil defense radia- 
tion monitoring and will recommend the best of these instruments to NSRB for 
possible commercial production. In addition, the Civil Defense Liaison Branch 
has given active support to the NSRB by sponsoring courses on radiological 
monitoring and on the medical aspects of atomic warfare and by providing 
technical advice on civil defense planning problems. 

An area of research now receiving major emphasis in the biology and medicine 
program is that of radiobiology, or the biological effects of radiation. Scientifically 
speaking, this field is in its infancy and the shortage of basic information frequently 
delays the solution of practical problems. The present research program attempts 
to achieve a reasonable balance between the solution of immediate problems and 
the accumulation of pertinent basic information in the radiobiology field. 

A highly practical accomplishment of the past year was the discovery by 
investigators at Argonne National Laboratory that a group of enzymes, known as 
the sulfhydryl enzymes, were especially sensitive to radiation injury, and that 
administration of specific chemicals protecting the sulfhydryl enzymes greatly 
increased the survival rate of experimental animals. This finding, important in 
the field of radiation protection, could not have been made until our basic knowl- 
edge of enzyme chemistry had been expanded. The basic information was acquired 
over a period of many years by dozens of investigators, many of whom were not 
engaged in radiobiological research. 

Another practical development of the past year demonstrated the usefulness 
of the antibiotic drug aureomycin in the prevention of the overwhelming infection 
which usually follows exposure to near-lethal doses of radiation. Again the 
successful use of this drug depended upon the large body of microbiological data 
accumulated over a period of years. 

The history of research in World War II indicates that an excessive preoccupa- 
tion with the solution of immediate problems may result in dead ends, delay, and 
waste. Even in wartime basic research must proceed to provide the foundation 
from which an intelligent attack on practical problems may be launched. 

The Division of Military Application and the Division of Biology and Medicine 
are jointly investigating defense against radiological warfare agents. In this 
field also many of the data on radiation effects accumulated in the biomedical 
research program have proven extremely valuable. 

The Division of Biology and Medicine seeks in general to acquire its funda- 
mental knowledge through the university research program and to apply that 
knowledge toward practical objectives in the Commission-owned and operated 
laboratories. 

For administrative purposes the activities of the Division are organized into 
four branches. These areas of responsibility are somewhat arbitrary and are 
not always mutually exclusive. Research activity that can be applied in the 
protection of individuals from the harmful effects of atomic energy frequently 
cuts across branch lines. 

The Medical Branch assumes general responsibility for protecting the health 
of workers at atomic energy installations and guides medical research activities, 
including cancer research, at the national laboratories, other major atomic energy 
projects, and under contract at various university medical schools and independent 
laboratories throughout the country. 

The Biology Branch is responsible for atomic-energy research in the general 
field of biology and the effects of radiation on plants and animals. 

The Biophysics Branch assumes responsibility for the protection of workers 
and the general public against radiological hazards both within and in the general 
environs of atomic-energy installations. This Branch also directs research in the 
general field of health physics and the setting of maximum permissible exposure 
standards for various types of radioactivity. 

The ultimate goal of the fourth branch, the Instrument Development Branch, 
is to provide better instruments to be used in protecting human beings from 
radioactivity whether it be in war or in peace. his Branch coordinates instru- 
ment development activities at all atomic-energy laboratories and facilities and 
cooperates with industry in production of radiation-detection instruments. 

During fiscal year 1952 the Division of Biology and Medicine will actively 
apply currently available basic knowledge to the solution of the practical problems 
which eonfront the Commission. In addition, it will continue aggressive support 
of basic research in the field of radiobiology with a view to filling in gaps in our 
knowledge, so that the applied research program will not lag. 
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RELATION OF WEAPONS AND BIOLOGY PROGRAMS 


Mr. Couprrt. What is the connection, Doctor, between the 
weapons program and the “Biology and research” appropriation of 
$22,000,000 for operations in 1952? 

Dr. Warren. There are a number of immediate connections there. 
One, the problem of maintaining the proper balance between the 
shielding required in our operations and reflected in our construction 
costs, and the safety of the workers is very intimately concerned in the 
biophysics part of the program. 

Mr. Coupgert. What proportion of the total program would that 
be in the way of consumption of funds? 

Dr. WarrEN. So far as the program is biophysics research is con- 
cerned, that is 16.4 percent of the total program or $3.7 million, 
roughly. 

Mr. Couperrt. I suppose one might describe that as the internal 
physical security of the Feenta: working in the atomic-energy 
operations? ; 

Dr. Warren. Yes; I think that might very properly be said. 

In the field of medical research the study of the acute radiation 
syndrome, so-called—what happens to people when they are subjected 
to large amounts of radiation—is one of our very large concerns, and 
this has a bearing both from the offensive standpoint—what can be 
accomplished with the bomb or with other applications—and also, 
from the civil-defense standpoint, what can be developed in the way of 
various sorts of protection against and immediate remedies for ex- 
posure of this sort. 

Mr. Couprerr. That seems to be very closely related to the first 
subject matter. 

Dr. Warren. The first is primarily related to the in-plant activities 
which are low-level, minor exposures over the period of a man’s work- 
ing life, let us say. The second is related to the acute effect which 
happens when quite suddenly an amount of radiation is received. 

Mr. Coupgerr. Would not the former include the latter? After 
all, men come into your plant for the first time. 

Dr. WarreEN. Well, each is so well protected that he does not re- 
ceive an overwhelming amount of radiation. This latter would be in 
the event of the explosion of an atomic bomb, let us say. 

Another aspect that has to do with the direct-weapons program is 
that some of the materials used—plutonium, for example—are 
extraordinarily injurious from the straight toxicity standpoint, apart 
from radiation. One twenty-five-millionth of an ounce of plutonium, 
if absorbed within the body, would probably lead to a fatal outcome. 
So that we have a variety of problems related to the chemical proper- 
ties of substances that are used from the protection standpoint as 
well as from the purely physical or radioactive standpoint. 

Another point in which we are concerned is the effect the operations 
of the plants or the use of radiologic warfare might have on water and 
foodstuffs. For example, Is a fish taken from the Columbia River 
downstream from Hanford safe to eat; what needs to be done to assure 
that that safety shall be maintained? Or, looked at from the stand- 
point of weapons and warfare, assume that an area has been con- 
taminated with radioactive materials: Are the eggs of the hens, the 
milk of the cows who feed in this area safe to use? 
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CONTROL OF CANCER 


Now I do not want to imply that all of our program is foeused on 
the weapons angle. We have another phase which is tied in with 
what these new sorts of radioactive substances and new radiations that 
have been utilized, can do in aiding the control of cancer and finding 
remedies for people with cancer. 

Mr. Coupert. In what proportion? 

Dr. WarREN. 8.3 percent or $1.9 million, roughly, is focused on 
that. 


AGRICULTURE AND ANIMAL HUSBANDRY 


We are interested, as I mentioned earlier, in what are the ways in 
which these substances can aid in the field of agriculture and animal 
husbandry in general. There is in the broad field of biological re- 
search, which includes the work on heredity and the various genetic 
aspects, 43 percent of our budget or $9.6 million. 

Mr. Coupert. In other words, if you eliminated the items of $1.8 
million and $9.6 million, you would not in any wise affect the weapons 
or military phase of the program? 

Dr. WarREN. So far as the immediate present is concerned. On 
the other hand, there has to be an interlocking of knowledge in this 
field. We have no backlog of fundamental knowledge here. It was 
only in 1945, really, that general knowledge of atomic energy came 
about, and if we are to find a considerable number of applications in 
the field of protection against weapons, we have to have a number of 
fundamental facts in biology which are not in existence at the present 
time. That is, by running a program on weapons alone I do not 
think we would achieve our end anywhere near as rapidly or as 
satisfactorily as though we were going ahead on a more extensive front. 


COOPERATION WITH PRIVATE AND GOVERNMENT AGENCIES 


Mr. Coupert. Is that biological research in nowise developed by 
any other of the great public or private agenc ies engaged in similar 
work—hospitals, institutions, or otherwise? 

Dr. Warren. | cannot say in nowise, because I have not gone over 
everything in the field carefully enough, but I would say in general 
there is no other group which is working intensively in this field. We 
keep in very close touch with the work that the United States Public 
Health Service is carrying on and the Department of Agriculture. We 
have joint programs with both of them in certain aspects of mutual 
interest. We keep in touch with the work of the Rockefeller Founda- 
tion, for example, and with the work of the American Cancer Society. 
I think we have been successful in avoiding any overlap. 


INCREASED REQUEST FOR 1952 


Mr. Covuperr. I note, however, that in 1950 the total program for 
research and development was only $17 million, and yet here in 1952 
you are asking for an additional $5 million. Now, what is the justifi- 
cation of that? 

Dr. Warren. | think the first justification of that is that this pro- 
gram was starting from scratch in fiscal 1948. I came with the Com- 
mission and set up the Division of Biology and Medicine about half 
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way through fiscal 1948. It has taken us a fair amount of time to get. 
our program outlined; it has taken time to get investigators interested 
in our problems; it has taken time really to understand what the major 
aspects of our program are. 

If you will note, in relation to the fiscal year 1951, we are prac- 
tically leveled off. 

Mr. Coupert. I note that; yet now we are in a period of very grave 
financial emergency as well as otherwise, and I cannot help wondering 
why perhaps you might not consider going back to something approxi- 
mating your 1950 expenditures on this account, particularly where 
obviously a certain percentage of your 1951 and 1952 expenditures are 
for long-range purposes not immediately connected with weapons or 
the military elements of the program. 

Dr. WarrEN. We could operate any sized program that the Con- 
gress feels it wise for us to operate. 1, however, would not be doing 
my proper job if I did not try to bring out as clearly as possible that 
this is not any one man’s idea of what the program ought to be. We 
have had very careful and continuing study by the advisory commit- 
tee in biology and medicine; we have had the advice of the most 
competent people we can find in the field to guide us as to those things 
that seems most urgent to be done. There are many things we would 
like to have done that have already been eliminated from this program. 
This is not an Utopian type program, but rather these things, I feel, 
with the help of my advisers, are all of immediate urgency plus those 
continuing items that we feel are essential to be carried on in order 
that the immediately urgent problems of next year and the 2 or 3 
years thereafter can also be answered. 

Mr. Yates. As part of the weapons program, is not the care and 
protection of the people just as much a part of that as of those who 
participate in war? 

Dr. Warren. In the last analysis, it is. I was interpreting the 
question in its very narrow sense, because I did not want to try to 
hide what I regard as a fairly broad program under the skirts of the 
weapons program only. 


CANCER RESEARCH 


Mr. Yarss. Is there any relationship you know of between the 
burnings attributable to atomic explosions and the development of 
cancer? Has there been any research in that connection? 

Dr. Warren. There has been no research that has been done in 
the past on that. We are taking, in the course of our studies of other 
radiation effects on the Japanese, cognizance of this particular aspect 
as well. That is not a major part of the program, however. 

Mr. Yates. But the cancer research you do may very well tie in 
with the radiation after effect of an explosion? 

Dr. Warren. That is very true, indeed. There is a close inter- 
locking. 

Mr. Corton. In your research in connection with plant and animal 
husbandry, I believe previously today you mentioned some of it was 
in collaboration with scientists in the Department of Agriculture. 

Dr. Warren. That is correct. 
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AVOIDANCE OF OVERLAPPING FUNCTIONS OF OTHER AGENCIES 


Mr. Corron. Could not the Department of Agriculture, in their 
regular program, have absorbed, for instance, the nonmilitary aspects 
of your programs, using the results of your study, so that we would in 
a sense segregate more the military and the nonmilitary activities? 
I am using that as an example. 

Dr. WarrEN. Yes. As a matter of fact, we have an arrangement 
with them that provides that as the work goes on they will take over 
more and more of that particular phase. This was initially largely 
on our shoulders, because we had the materials and the necessary 
skills and the available personnel and so forth. However, I think we 
ought to make clear that it would be quite disastrous for this program 
as a whole if it became a weapons program. I think we must consider 
atomic energy as not merely a means of killing people; we must realize 
that it is a means and a very valuable means of helping them. We 
would be throwing away one of the most valuable tools of medical 
research today if we were to use atomic energy only in the weapons 
program. 

Mr. Corron. I recognize that and its importance. I am merely 
trying to develop the bookkeeping problem of where your expenditures 
leave off and expenditures for the Department of Agriculture scientists 
start. 

Do you collaborate with the scientific foundation; has it gotten to 
a working point where you people have any connection with it? 

Dr. WarrEN. It has not reached a working point as yet. We have 
been greatly interested in its course of development. The chairman 
of the executive committee of the National Science Foundation, 
Dr. Bronk, is a member of our advisory committee on biology and 
medicine. So we are trying to keep a close eye on the relative course 
and fields of operation. 

Mr. Corton. I merely had in mind the perfectly natural tendency, 
as you continue this very definite part of the research, that other 
departments begin to use your appropriation and your staff to some 
extent during this period when we are concentrating on military matter. 

Dr. WarREN. Yes. 

Mr. Corton. Is it your studied opinion that there is no appreciable 
overlapping or duplication between your activities and those of 
other departments? 

Dr. Warren. Yes; we have tried to keep a very close tie-in in 
this regard. For example, there are certain activities in this field 
that are being carried out by the Naval Medical Research Institute 
at Bethesda. We keep in close touch with the results, and try to be 
cognizant of what is going on. 

There is a set-up under the National Research Council which makes 
a special effort to make available to the agencies interested in the 
field of biology and medicine the work going on in this field, so that 
in the application for contracts we can hold any overlapping under 
control. 

Mr. Dean. May I say there is no overlapping as between agencies 
of the Government. We watch very closely that fact. Our connec- 
tion with the Department of Agriculture arises from the fact that we 
are the supplier of isotopes. 

Dr. Warren. Yes. 
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Mr. Dean. For example, in the study of plants, the amount of 
fertilizer that a plant will take in, within a day, within 6 months or 
within 1 month. All of this seems to me to be very important, and 
an important part of the total strength of the Nation. Having been 
a rancher at one time myself, I am particularly appreciative of the 
problem. I realize how little we know about what actually takes place 
in the plant. 


UNITED STATES OBJECTIVE IN USE OF ATOMIC ENERGY 


I would like to add this one statement concerning the military and 
the service aspect of the program, simply to call attention to section 
1 (a) of the Atomic Energy Act of 1946, which says: 

It is hereby declared to be the policy of the people of the United States that 
subject at all times to the paramount objective of assuring the common defense 
and security, the development and utilization of atomie energy shall, so far as 
practicable, be directed toward improving the public welfare, increasing the stan- 
dard of living, strengthening free competition in private enterprise, and promot- 
ing world peace. 

That gives you a general idea of the over-all objective given to us. 
And I might add we have had very little to do with the last phrase, 
‘promoting world peace’’ because it has been beyond our control. 

Mr. Covupert. I notice, Mr. Commissioner, you use the term 
“paramount” with respect to parts of the program? 

Mr. Dean. Yes. 

Mr. Coupert. That is the reason why I asked the question. It is 
quite obvious that I am just as much interested in medicine as any- 
body else, but I assume that vou, of course, recognize the primary 
duty in connection with the military aspects? 

Mr. Dean. There is no question about that. 

Dr. WARREN. Yes. 

Mr. Couperr. And for that reason I was just suggesting that 
possibly there may be some parts of this program that might be 
justifiably de layed and thereby help sustain the other paramount 
interest which is just as important as some of the other aspects. 

Mr. Yares. But we might be on the receiving end as well. 


PROGRESS IN CANCER RESEARCH 


Mr. Gore. Dr. Warren, many of us have very high hopes that by 
use of this new field of science some real progress could be made 
toward a solution of the problem of cancer. Two years ago you ex- 
pressed some real hope that progress might ‘be had in that field. Do 
you have any progress to report? 

Dr. Warren. We have several items of progress to report. 

The problem of cancer is one that has existed from the first re- 
corded history, and I do not think that we will, in a short period of 
time, find an answer to the whole problem. We have found certain 
things to be of special value. I believe it was Mr. Phillips who just 
called my attention to an article in the paper this morning, relative 
to the use of radioactive iodine for cancer of the thyroid. Very much 
headway has been made in that field. 

There are other special types of cancer; certain forms of leukemia 
in which radio phosphorus has proved to be valuable. Then on bone 
tumor, we are studying, as you know, at Oak Ridge at the present 
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time, the use of radioactive gallium, especially taking it close to the 
site of the bone tumor. The fact that we can get special localization 
of radioactive material in specific parts of the body in intensive areas 
is a helpful lead. It will not be a complete answer. That will come 
slowly. The cancer cells are so close to the normal cells that to get 
a dosage close ¢nough that it will hit the one without hitting the other 
is extraordinarily hard to work out. 

Mr. Gore. What progress have you made at the Cancer Research 
Hospital at Oak Ridge? 

Dr. WARREN. The most interesting development there is the utiliza- 
tion of this radioactive gallium. It has been tried out there for the 
first time on humans; most of the experimental work has been done. 
There have also been a number of cases of thyroid cancer. 

Mr. Gore. What universities have sent patients to this institute? 

Dr. Warren. I am not sure that I can name all of them, but they 
have come from the University of Tennessee, of course; and from the 
University of Alabama. Rather than just trust to my memory I 
would rather prepare a statement and submit it for the record. 

Mr. Gore. You may. 

(The information requested follows: ) 


Number and source of patients admitted to Cancer Research Hospital, Oal- Ridge 
Institute of Nuclear Studies, Oak Ridge, Tenn., through universities 


University of Alabama. 
University of Arkansas ee 
Baylor University (Texas) z : Bea : 
Bowman-Gray School of Medicine (North Carolina) _ _ - 
Duke University - - — -_- -- 

Emory University (Georgia) 

University of Florida_-__- 

University of Georgia _- 

University of Kansas 

University of Louisville__ ___ 

University of Mississippi- -—- 

University of Oklahoma__-.- 8 

University of South Carolina___- - -- 

University of Tennessee --_-~----- 

Wnivereity. of Teuss...............- 

RAURRUNES 450 WIEON eo oe nn occ ee obs 
Vanderbilt University (Tennessee) -_ ~~ - - 


ee ee ee ew ees | 


Total 


Number and source of patients admitted to Oak Ridge other than through universities 


U.S. Navy Medical Center, Bethesda. _-_- ---- 
Los Alamos Medical Center 
Oak Ridge City Hospital _ - 


1 Of these 5 patients, 4 were admitted only briefly for tracer studies and were not treated here. 


Mr. Gore. Has the facility been utilized to anything approximating 
its capacity? 

Dr. Warren. It has been coming up to capacity. It is now being 
utilized approximately to capacity. We.have developed it slowly 
because we had a lot of things to learn and because we wanted to be 
sure that we had the right people on the staff. 
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Mr. Gorr. Have you met any resistance from patients because of 
the experimental nature of the treatment? 

Dr. Warren. Our problem is rather to avoid an avalanche of 
patients. 

Mr. Gore. Is that right? 

Dr. Warren. Yes. What we are anxious to do is to maintain this 
in proper perspective, not to get too much hope aroused; and conse- 
quently for a patient to be admitted there is first a screening in the 
hospital or university close to his home or where his physician is; to 
have a staff member determine whether or not it is the type of case 
that we might be able to do something for. Then the admission is 
arranged through that university or hospital. We do not take 
patients directly in at Oak Ridge for this purpose. 


RADIOACTIVE GOLD IN TREATMENT OF TUMORS 


Mr. Gore. I notice an item in your budget request of $30,000 for 
the Meharry College for experiment with radioactive gold? 

Dr. Warren. Yes. 

Mr. Gore. On tumors? 

Dr. WarreN. Yes. 

Mr. Gore. That program has been under way for some years? 

Dr. Warren. Yes. 

Mr. Gore. With what result? 

Dr. Warren. It has had several very interesting results. Radio- 
active gold is used, because it has a relatively short half-life and 
because gold itself is not particularly harmful to the body, and because 
of its specific effect on certain of the body cells. It has been found 
that if one is in the stage of advanced cancer, a spreading of this 
cancer fluid exhausts the amount of normal body fluid which pulls 
more needed strength out of the body, and the administration of 
radioactive gold is one of the most effective ways known to control it. 
It will not cure cancer, but it will help materially in maintaining the 
welfare of the patients, keeping them alive and able to function 
considerably longer than otherwise would be the case. 

Mr. Gore. Has your finding been a matter of material assistance? 

Dr. Warren. It is of material assistance; as is often the case, simul- 
taneous findings have been made in quite a variety of places. 


PUBLICATION BY INSTITUTE ON NUCLEAR PHYSICS 


Mr. Gore. I am on the mailing list of a publication which started 
out to be a little mimeograph paper from the Institute of Nuclear 
Physics. I noticed the last issue I received is quite a little newspaper. 

Dr. WarREN. Yes. 

Mr. Gore. I wonder if that is justified? 

Dr. Warren. It seems that it is, because there is no way of making 
knowledge available to doctors that should not be utilized to make 
new facts available. One of the big difficulties is that most medical 
publications at the present day have very long lag periods. It is 
sometimes a year to 16 months from the time the sade} is submitted 
for publication before it is made available to the profession. 
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Mr. Gore. As I recall there were a good many news items printed, 
and that it no longer seems to be a mimeographed statement. 

Dr. WARREN. Yes. 

Mr. Gore. I saw a good many news items printed that did not bear 
on medical research. 

Dr. Warren. I will be glad to review it carefully. I think probably 
the amount of reading that I have to do means that I read the most 
significant things that were picked out and marked for me, but I will 
be glad to specialize on that. 

Mr. Gore. If you can save something, good. It might not be 
much, but it might be very helpful to look into it. 

Dr. WarreEN. Yes. 


TREATMENT OF HEART AILMENTS 


Mr. Gore. We also had some hope you would have some real 
results to report on the treatment of heart ailments. 

Dr. Warren. Very striking progress seems to be in process of 
being made here. You will recall last year I mentioned to the com- 
mittee that the study of blood fluid under microscope brought out 
that there were large aggregates of protein, a substance called choles- 
terol, in the people who develop coronary disease. This was one of 
the first indications we had that cholesterol might become involved in 
the arteriosclerosis process. We felt it was not in our field, and as a 
result we called it to the attention of the Heart Council of the Public 
Health Service. It is a field of very definite interest to them, and 
they have set up now I believe three additional centers throughout the 
country to apply this method to the testing of cases suspected of 
having coronary heart disease, and seems to be wor king out parallelling 
the initial progress. F urthermore, there is some indies ation, not yet 
proved, because some years will have to go by before we can tell what 
the effect on the diet in this regard may be, but there is evidence that 
the number of large molecules can be reduced in the blood by special 
low-fat, low-cholesterol types of diet. 

This is an example of the way in which when we get something out 
of our field we try to turn it over tosome other agency to follow through. 
We are keeping a small appropriation for the use of Dr. Gofman in 
Berkeley, Calif., for study of some advanced aspects of this protein 
lipoid complex that forms in the blood. 

Mr. Gore. Are there any further questions of Dr. Warren? If 
not the committee stands adjourned until 10 o’clock tomorrow. 
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Tuurspay, Marca 15, 1951. 
CoMMUNITY OPERATIONS 
SUMMARY OF OPERATING COSTS 


Mr. Gore. We will insert in the record at this point page 189 of 
the justifications. 
(The statement referred to follows: ) 


Summary of operating costs 


| | 
1950 actual | 1951 estimate | 1952 estimate 
| } 


i 
Gross cost: | 
Oak Ridge, Tenn pivekiae ee ---| $10,262,420 | $9, 710, 297 | $9, 587, 860 
Hanford, Richland, Wash_____.__-____. A 5, 84,146 | 6, 386, 100 6, 207, 100 
Colors ado ; ws 75, 141 | 74, 240 | 75, 490 
Los Alamos, N. Mex nf _...--|° 5, 036, 608 5, 366, 302 5, 738, 251 
Sandia, N. Mex eee: i 155, 955 274, 300 | 309, 050 


Total gross cost sas : eens i rer 2, 394, 270 21, 811, had 21, 917, 751 


Revenue: 
Oak Ridge, Tenn 
Hanford, Richland, “Wash 
: olorado li wd 
Los Alamos, N. Mex 133, 157 


I, es PBS once cck ew ccccucs Se 237,005 | | "304, 600 


, 659, 339 
, 684, 100 | 


8, 275, 382 
5, 149, 100 


4, 790, 506 
325, 000 
Total revenue __- , ; Pee 15, 588, 883 | 16, 796, 922 | 18, 606, 751 


Net cost: | | 
| 
| 


65, 726 | 66, 763 
| 








1,312, 478 
1, 058, 000 
8, 727 


Oak Ridge, Tenn és 20 Se 989, 072 | 2, 050, 958 
Hanford, Richland, Wash 1, 015, 109 | , 752, 000 
Colorado____- Sinue : j as 8, 419 | 8, 514 | 
Los Alamos, N. Mex....___- . sh R q | 1, 873, 837 | , 2838, 145 947, 745 
Sandia, N. Mex ae E =" aol (81, 050) | (30, 300) (15 4 950) 


GS it ann wR oS Bee CE 3, 311, 000 


| 


OPERATING FEE RIDER 


Mr. Gore. Under community operations: Mr. Dean, you had 
some statement which you desired to make regarding certain amend- 
ments or provisions to the bill. Would you like to make them now? 

Mr. Dean. I think there is only one thing pertaining to this 
particular subject, and that would be with regard to the fee rider, 
which arbitrarily limited to $90,000 the fee we could pay to any 
person or corporation which operates a community for us. 

Mr. Gore. I might say that 1 was not only pleased yesterday to 
see the progress that has been made in this program, but surprised, 
particularly since | remembered having seen a headline in a Tennessee 
newspaper quoting your Mr. Pike to the effect that if this limitation 
were approved not only would it defeat the H bomb but it would very 
probably ruin the atom-bomb program as well. 

Mr. Prxe. I was misquoted. 

Mr. Dean. When did that happen? 

Mr. Gore. That was while this matter was in conference between 
the House and the Senate, very appropriately at that time. Of course, 
as I was in part the author of the provision my constituents in Ten- 
nessee were very much disturbed that I was going to destroy either 
the H bomb or the A bomb, so I was heartened to see that the program 
is continuing, despite this terrible prediction. 
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Mr. Dean. I think if Mr. Pike had made that statement he would 
probably tone it down considerably today. 

Mr. Gore. He is an atoning gentleman? 

Mr. Prxe. I have had to eat crow before, but I do not think I ever 
made that statement. 

Mr. Gore. I must say that is a slightly liberal interpretation of 
what you were quoted as saying, but that was the impression left on 
my constituents. 

Mr. Dean. I think we ought to say that our face is a little bit red 
on this, because the contractors in Los Alamos and the contractor at 
Oak Ridge have come down and met the arbitrary figure which the 
committee rider carried. 

Mr. Gore. Their faces may be a little red too, because they were 
making very dire threats that if this rider was approved they just 
could not-possibly operate, would not be interested to continue. 

Mr. Dean. That was the evidence that we had at the time we came 
before your committee. 

Mr. Gore. I think we understand each other. You may proceed. 

Mr. Dean. The objection we have to a rider like that where it 
fixes the amount we can pay is really to the principle of it. Now 
assume these people can operate with a $90,000 fee it seems to us that 
the $90,000 fee should be arrived at in open negotiation, across the 
table, each side trying to get the best bargain it can having some 
relationship to the actua! service that is performed. It is more to 
the principle rather than the effect it has had on the two communities. 
I do not think the fee will go up if you remove the rider. So it is just 
a question of principle, should the Congress say through a rider, that 
you cannot pay more than X number of dollars to a contractor. I 
think that is our position on that. 

Mr. Gore. Well, the committee acted last year in this regard only 
because we had called it to the attention of the Commission 1 year 
prior, expressing serious doubts and opposition to the size of the fee, 
but 1 vear later the Commission had done nothing about it. There- 
fore the committee felt that it must exercise some of its own preroga- 
tives in placing the prohibition, and the only doubt the committee had 
a year ago in placing this limitation in the bill was in the size of the 
fee. I really think I am qualified to say that the sentiment of the 
committee favored a very considerably smaller fee than $90,000, but 
finally it agreed upon the $90,000 amount out of consideration for the 
possible disturbance of the program. 

Mr. Dean. | am glad it was not set lower than that, because I do 
not know what effect it would have had. I do not mean the con- 
tractors would have fallen out if it had been set lower than the $90,000, 
but I am glad it was not set lower than that. 

Mr. Gore. Is that all you wish to say? 

Mr. Dean. I think so. 


OAK RIDGE OPERATIONS 


Mr. Gore. Do you wish to testify as to the details of community 
operations? 

Mr. Dean. I think Mr. Williams will preside on that. We have 
with us today the people from the various communities and he may 
call on them in turn. 





836 


Mr. Gore. I will place in the record at this point pages 190, 191, 


192, and the top of page 193. 
(The pages referred to follow:) 


Summary of operating costs 





Fiseal year 
1950 


Fiscal year 
1951 


Fiscal year 
1952 





Municipal: 
— Government (summary, p. 206; details, through 
Schools (summary, p. 209; details, through 214): 


Expenses 
Revenue 


ee of health (summary, p. 215; details, through 
217): 


Expenses 
Revenue 


Police (summary, p. 218; details, through 220) 

Fire protection and prevention (summary, p. 221; details, 
through 224) ___- 

a mba public safety (summary, p. 225; ’ details, patents 


Roads and streets (summary, p. 227; details, ‘through 229) _- 

Grounds maintenance and erosion control (summary, p. 
230; details, through 231) 

Waste removal (summary, p. 232; details, through 234) _. 

Sewerage (summary, p. 235; details, through 237) 

Welfare services (summary, p. 238; details, through 240) __. 


Civic activities (Summary, p. 241; details, through 244): 
Expenses 
Revenue 


Total municipal: 
Odin ne lng orkid aaah nan undeabe xeitcwemameel 
Revenue 


Utilities: 
Bus (summary, p: 245; details, through 248): 
Expenses 
Revenue 


Ww ater one rey p. 249; details, through 251): 
Revenue 


Net 
Electricity (summary, p. 252; details, through 254): 
Ie ii cicero th. G gendinrtnoeneipatiticada aiéadintoibiennig qin 
SP 31.265) eg dcwesebinn te hanneibhhpne Spi 


Net 
Steam (summary, p. 255; details, through 257): 


Revenue 


Total utiliti ies: 


Revenue 


Real estate operations: 
Housing (summary, p. 258; details, through 265): 
Expenses - 
Revenue 


$246, 976 


$226, 238 





2, 225, 346 
316, 000 


2, 246, 009 
321, 300 








1, 909, 346 


1, 924, 709 





130, 957 
3, 508 


127, 030 
3, 500 





127, 449 
355, 607 


325, 668 
47, 155 


44, 360 
121, 377 


88, 900 
152, 321 


123, 530 
319, 176 


299, 869 


44, 583 
174, 950 


41, 500 
ny 477 
036 


136, 436 





192, 619 
20, 675 


163, 217 


fe 





171, 944 


140, 027 


123, 626 








4, 252, 206 
288, 274 


3, 975, 596 
42, 690 


3, 861, 941 
344, 340 





3, 968, 932 


3, 632, 906 


3, 517, 601 





664, 398 
307, 516 


462, 676 
276, 482 


442, 004 
266, 500 





356, 882 


224, 915 
196, 77 


186, 194 


212, 808 
277, 323 


175, 504 


205, 285 
275, 623 





28, 140 


396, 532 
873, 279 


436, 634 
926, 560 


(64, 515) 


(70, 338) 


422, 212 
927, 760 





(476, 747) 


113, 817 
154, 282 


176, 929 
74, 842 


(489, 926) 


(505, 548) 


168, 068 
74, 842 





(40, 465) 


1, 399, 662 
1, 531, 852 


102, 087 


1, 289, 047 
1, 555, 207 


93, 226 


1, 237, 569 
1, 544, 725 





(132, 190) 


(266, 160) 


(307, 156) 

















2, 945, 633 


(870, 631) 


2, 774, 542 
4, 150, 000 


(1, 375, 458) 


2, 896, 959 
4, $16, 480 


(1, 919, 521) 
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Summary of operating costs—Continued 





Fiscal year 
1950 


Fiscal year 
1951 


Fiscal year 
1952 





Real estate operations—C ontinued 
Dormitories (summary, p. 266; details, through 268): 
Expenses 
Revenue 


Concessionaires and other rental property (summary, 
p. 269; details, through 272): 
SER ea eee ea em 
Revenue 


Total real estate operations: 
Expenses 
Revenue 


Hospital: Hospital (summary, p. 273; details, through 277): 
ND ater ardatnwtie nee bern ccc. aa icascsaexeeenae eek an 
Revenue 


Total community operations: 


Revenue 


$224, 207 
70, 707 


$189, 457 
104, 792 


$183, 821 
104, 792 





153, 500 


84, 665 


79, 029 








542, 132 
908, 226 


538, 953 
. 839, 865 


461,322 
789, 500 





(366, 094) 


(300, 912) 


(328, 178) 








3, 711, 972 
4, 795, 197 


3, 502, 952 
5, 094, 657 


3, 542, 102 
5, 710, 77 





(1, 083, 225) 


(1, 591, 705) 


(2, 168, 670) 








977, 737 
658, 025 


942, 702 
666, 785 


946, 248 
675, 545 





319, 712 


275, 917 


270, 703 





10, 341, 577 


9, 710, 297 
7, 659, 339 


9, 587, 860 
8, 275, 382 





2, 050, 958 





1, 312, 478 











(79, 157) }..---- 








Summary justification 


Population of Oak Ridge: 
Fiscal year 1950 
Fiscal year 1951 (estimated) 
Fiscal year 1952 (estimated) 
Percentage of total workers, fiscal year 1950: 
Living in Oak Ridge: 


Living outside Oak Ridge: 
Families 
Single 


During fiscal year 1950 significant progress has been 


the operating cost for Oak Ridge community. 
respect is illustrated by the following: 


made toward reducing 


Actual accomplishment in this 


Net expenses for Oak Ridge community maintenance and operations: 


Actual, fiscal year 1948 
Actual, fiscal year 1949 
Actual, fiscal year 1950 
Estimated, fiseal year 1951 
Estimated, fiscal year 1952 


REDUCTION IN 


OPERATING COSTS 


Mr. Gore. Mr. Williams, what progress have you made in reducing 


the a of community operations at Oak Ridge, Los Alamos, and so 
forth? 
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Mr. WituraMs. On page 189 are shown the gross costs for the fiscal 
year 1950, actual, and 1951 and 1952 estimate. In these communities 
costs have gone up and wages have gone up, but you will note at Oak 
Ridge the gross costs run slightly less for 1952 than for 1951, in spite 
of the increased costs, which indicates that economies have been 
made. It would be necessary to go through the details in community 
operations to determine just where the decreases have been made. 

At Hanford, or Richland, Wash., there is also a reduction in 1952 
as compared with 1951, in spite of the fact that the same increases in 
wages and costs will pertain. 


INCREASES IN REVENUE 


Mr. Gore. I notice your revenue has had an accretion in each 
community also? 

Mr. Wiuurams. The revenues in Oak Ridge have gone up by 
$600,000, roughly, and at Hanford, Wash., they have gone up by about 
$500,000. 

SOURCES OF REVENUE 


Mr. Gore. It has gone up in each case? 

Mr. Wruuiams. Yes. 

Mr. Gore. What are the principal sources of revenue at Oak 
Ridge, Hanford, and Los Alamos? 

Mr. Wixuurams. Mr. Cook can cover it for Oak Ridge and Mr. 
Shaw for Hanford, because they are more intimately acquainted with 
the details. The principal revenue, of course, is from the rental of 
housing and from concessions. 

Mr. Gore. I would like to have a breakdown, Mr. Cook, of the 
rentals of resident property and commercial property. 

Mr. Puitures. May I refresh my recollection while they are looking 
that up, Mr. Chairman? 

Mr. Gore. Certainly. 

Mr. Puiuips. Is this money, which is an offset to expenses, handled 
by the manager, we will say, at Oak Ridge, or is that covered into 
the Treasury and is merely put down on this sheet as an evidence 
of the offset? 

Mr. Witutams. It is collected by the operating contractor and 
goes to defray the cost of operation. 

Mr. Cook. One source of revenue is from utilities, as indicated on 
page 191, water and electricity. But the major source of revenue is 
the real-estate operation—housing, dormatories, concessionaires, and 
other rental property. 

The revenue for the total community operation, at least the major 
revenue is broken down into municipal, utility, real-estate operations, 
and so on. 

If you desire to start with page 191, the second entry on the sheet 
shows the total gross costs the revenue and the net costs for municipal 
operation. 

Mr. Gore. I have placed those pages in the record. I believe I 
will not inquire in too much detail about that. 
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DEVELOPMENT OF NEW COMMERCIAL CENTER AT OAK RIDGE 


You are about to undertake the development of a new commercial 
center at Oak Ridge. Would that entail demolition of commercial 
property at other sites at Oak Ridge? 

Mr. Cook. It will not immediately entail demolition of commercial 
property at Oak Ridge. It is a long-range plan for the development of 
the community. Ultimately Grove Center would be a part of the 
recreation and school development area, and that area as a com- 
mercial center would gradually —— 

Mr. Gore. You say it would gradually. The buildings are tem- 
porary structures, are they not? 

Mr. Cook. That is right. 

Mr. Gore. What is the probable economic life of this structure? 

Mr. Coox. The remaining economic life of the structures would 
vary from 5 to 15 years, depending upon the type of structure and 
the maintenance policy. 

Mr. Gore. But the need for schools and recreational purposes may 
bring about the demolition of that area and reconversion of its use 
before that time? 

Mr. Cook. Provided we are successful in developing a new com- 
mercial area close to it. 

Mr. Gore. How much money have you spent in grounds on streets 
and sidewalks in the development of the new commercial area? 

Mr. Cook. The total there comes to approximately $1,189,000 
through January 1951. 

Mr. Gore. That is, the property is now leveled and the streets on 
the periphery constructed? 

Mr. Cook. Yes, and the utilities and the storm drainage. 

Mr. Gore. Has the Commission made any final determination on 
how the use of this land will be let or allowed? 

Mr. Cook. We are in negotiation now with a firm called Oak Ridge 
Enterprises, that will provide for the complete development of the 
108 acres now set aside for this development. 

Mr. Gore. What do you mean by that? 

Mr. Coox. We will ask them to present to us their schedule for 
development of the area in total. That will include the commercial 
building, the roads, streets, and sidewalks, parking areas, parkways, 
and other facilities, such as hospital—I do not mean hospitals, but 
hotels, office buildings and the like that are in the long-range program. 

Mr. Gore. I do not wish to go into this in detail. I am not suffici- 
ently informed about it to express a studied opinion, but protests 
have come to me, Mr. Dean, against the monopoly development of 
this commercial area which will, as you have heard indicated, ulti- 
mately, and perhaps very soon, become the major if not the sole com- 
mercial area affecting a community of some 35,000 people. It does 
raise a serious question, it seems to me. 

I think the most fundamental question is whether or not the Com- 
mission should sell, in fee simple, the land set aside for commercial 
development, having the conveyance carry whatever covenant the 
Commission might deem necessary to guarantee development accord- 
ing to a master plan? 

Mr. Dean. I think we will come to this eventually. I think you 
are fully aware of the difficulties that are presented in ridding ourselves 
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completely of the community, in selling the lands in fee simple, with 
the complications that follow in the form of a tax base, the question 
of whether or not the people will be willing to invest in homes and 
commercial enterprises; the whole question of the duration of the 
establishment. All of these things enter into it. 

We have had now for a period of about 9 months—I believe it has 
been running about that long—a panel known as the Scurry panel, 
which has on it four rather distinguished people with a variety of 
backgrounds, who have been looking into this question of whether it 
is wise to do, and if it is wise, how we should separate ourselves from 
the communities completely. I should think that their report would 
be due within a matter of a month. I had this promise recently from 
the chairman of the panel. They have made a very careful review of 
this question. They have listened to the residents, and they have 
gone to each of the communities and studied the problems, and I am 
hoping they will come up with something that will give us some guide 
for a severance of the communities from the AEC. I would like to 
present that report to you. I do not know just what the recom- 
mendations will be, but I do know that they have studied it as per- 
haps no other group has studied it so far. 

Mr. Gore. | do not wish to pose in any respect as one whose 
opinion should be too seriously regarded in this matter, but I do feel 
that if home ownership and private enterprise is bad for this country, 
then the country was started upon a weak foundation. Eventually, 
I think we must come to the point where people in Oak Ridge can 
own their own homes, where a businessman can own his own property, 
where more competition and more enterprise will come into the city, 
a large part of the trade of which now goes to an adjoining community. 

We will never come to that at one fell swoop. You will have to 
start selling some property or selling some homes to people who are 
willing to buy homes. 

Mr. Dean. I think it will have to come gradually, step by step. 
One of the feelings that has been quite positively expressed, is that 
one of the first steps is to bring rentals up in the community to the 
same level as those prevailing in the area around it. They have been 
admittedly, by every survey, lower, and of course increasing the 
rentals has produced some protests. And I can understand this 
where a lot of people are affected by rentals going up. It is one of 
the difficult problems that must be faced; this is one of the first steps, 
and it isa hard step. The very people who want private enterprise are 
often the ones, sometimes, who find it hard to pay the price. 


RENTAL INCREASE AT OAK RIDGE 


Mr. Anprews. How long has it been, Mr. Chairman, since you 
have had an increase in rentals down at Oak Ridge? 

Mr. Cook. Since September 1949. 

Mr. Anprews. Have you had any salary increases since that time? 

Mr. Coox. Yes; there have been. 

Mr. Dean. We could have gone at this rental gradually; we could 
have I think taken up the slack in two or three bites. 

Mr. Gore. I have had a number of protests about the proposed 
rent increase and I request the commission to give most careful con- 
sideration to this matter before increasing rents, particularly in view 
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of rent control in other areas. I would like to inquire if the rents for 
commercial establishments have been increased also? 

Mr. Coox. Not very much. Most of the present rental rates are 
based on a percentage of the gross, and most of the present business 
enterprises obtained their present location through competitive pro- 
posals and there has been no increase, no change in the contracts we 
have had. 

Mr. Wiuuiams. You will recall that section was quite a mud hole and 
it was not the best place in the early days to build houses, and we had 
to make concessions to get people in. But now it is a different 
proposition. We have some of the best schools; they have some very 
good stores; we have some very good shopping facilities. Businesses 
during the wartime came there on a competitive basis. Some of that is 
still there and they have been paying, as you will note from the rec- 
ord, a considerable amount—I do not think it is too much, but they 
have been paying a lot. 


SALE OF PROPERTY AT OAK RIDGE 


Mr. Gore. Coming back to the possibility of selling some land, I 
think you ought to be giving some serious consideration to that possi- 
bility before you tie up in a 50-year lease the entire area which you 
are setting aside for commercial development. 

Mr. Witutams. We have been giving consideration to this. 

Mr. Gore. Fifty years is a long time, and if we are going to have 
private ownership at any time you had better think of it before you 
tit it up with a 50-year lease. You and I may not be sitting across 
this table 50 years from now. 

Mr. Cook. The lease will provide that if the total area is not de- 
veloped in accordance with the schedule that is agreed upon, the Gov- 
ernment will retain the right to withdraw a part of the undeveloped 
area and select other proposals. 

Mr. Boyer. As I understand your suggestion, Mr. Gore, you would 
propose the pessible sale, with a provision for withdrawal if it were not 
developed. Is that the point you were making a while ago? 

Mr. Gore. With whatever covenant you make, of course, it could 
contain a provision with regard to what is to be done at the time. 

Two weeks ago I visited with the mayor of Nashville over an area 
which is to be demolished and rebuilt under an urban redevelopment 
program. That is a program by which Federal funds are made avail- 
able to the city for that purpose. It requires that after the area is 
leveled according to an over-all redevelopment plan, with streets, 
buildings, and sidewalks installed, the property must be sold to private 
ownership. The property is not to remain the property of the city. 
As I looked over this area and a large plan for urban redevelopment 
and reuse of this property, I wondered why Oak Ridge could not do 
the same thing? You have built streets, you have gone in with 
bulldozers and leveled the land. Just what is the fundamental ob- 
stacle to selling this property to people who want it? 

Mr. WituiaMs. The difficulty would be this, Mr. Gore, I assume: 
The area that you have mentioned is a portion of a going city, 
portion of the going city of Knoxville. They have a tax base; or 
have a city government; the tax bases have been growing up gradually, 
and they have developed over a period of long years, and that is 
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small portion, I would assume, of a large city. The city has a tax 
base; they have railroad facilities coming through, the Southern 
Railway, and they have a large business section that has been built 
up over a number of years, and dhey have other business that has 
been built up. 

Oak Ridge, on the other hand is not a business city. The business 
is dependent upon the appropriation of Federal funds in part and on 
the international situation, and not dependent upon the people of 
the surrounding community. And the difficulty is that it became a 
full-grown town, so to speak, practically overnight, in which a govern- 
ment has not been set up, and there would be the question of persuad- 
ing the people to take on the responsibilities and to pay taxes. We 
have, in our studies, of course, gone into this. And, the tax base 
would have to be considerably more, possibly several times, what it 
is in Knoxville if the people in Oak Ridge were to carry on anywhere 
near at the level of Knoxville. 

Mr. Gore. That is all true of the community. We know why it 
was established and how it was established. To continue to retain 
Government ownership of every foot of land, every building, every 
facility at Oak Ridge is going contrary to the way of life which the 
people of America know. 

Now all of the respective redevelopment programs of the Federal 
Government through loans and grants are providing credit and the 
funds for cities to buy whole areas, to tear down the shacks and old 
buildings, redevelop it and put it to commercial use, but at the same 
time we are requiring the cities to,sell that property in direct contra- 
vention to your policy in a federally owned city by refusing to sell 
anything. 

Mr. Wiiutams. There is one other factor involved there, Mr. 
Chairman. I certainly would want it distinctly understood that the 
Commission and myself in particular, who have been on the firing 
line in a couple of towns for a number of years, are certainly in favor 
of getting rid of towns, if it is possible to do this, and at the same 
time still to carry out our primary objectives. ” 

Mr. Gore. Do you not agree that you have to start some place? 
We are not going to have a public auction and sell Oak Ridge in its 
entirety. 

Mr. Witurams. No; certainly you are not. 

Mr. Gore. This committee appropriated money for the Norris 
village proposition for TVA for years. Every year there was a deficit 
running from $150,000, to $200,000 for the operation of Norris village. 
TVA did not need to be in the real-estate business, and it did not 
particularly serve the program. Finally this committee urged tliat 
it be sold. 

Now I think it was sold in a manner that, would be wholly inapplica- 
ble to Oak Ridge. That whole village was put up and sold at public 
auction, with no priority given to the people who lived in homes to 
purchase; no opportunity given to a businessman who had made his 
investments there and had established his good will there to buy a 
piece of property. It was all sold in one block. Certainly thaf should 
not be done in Oak Ridge. Therefore, if we are going to make a move 
in this direction, we have to take one place and start to move. It 
occurred to me that maybe this one area set aside for future com- 
mercial development might be a good place to start. 
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Mr. WituraMs. I think we have started, Mr. Chairman. We 
have two or three businessmen from the city of Knoxville, local people 
who understand the conditions there who are interested, and one 
fellow I think from Philadelphia. They are coming in. 

Mr. Gore. Yes; but on a long-term lease. 

Mr. Wiuuiams. Yes; on a lease, but that does not mean that we 
cannot sell it to them when the Commission has gotten all of the 
facts surrounding it. 

Mr. Gore. I have no objection to that while you are contracting. 
I do not wish to enter into that controversy. 

Mr. Wituiams. No. 

Mr. Gore. But there is a very serious problem involved here, first, 
as to the disposition of the land, and the next question is the advisa- 
bility of giving to one man a monopoly for the development of the 
entire area. 

Mr. Witirams. We appreciate that, Mr. Chairman, and it is also 
a matter of concern with us. However, I think that there is a force 
that will come to bear on whoever develops this property which will 
keep the price in line. I think I can make this fairly clear. We have 
at the present time in Oak Ridge about 900,000 square feet of business 
property. 

Mr. Gore. Most of which, however, is in temporary buildings. 

Mr. WixuraMs. Yes, sir; most of which is in temporary buildings; 
but it is still in a developed condition. They have pavements, roads, 
and sewers in there, and the buildings will last 5 or 10 vears, or maybe 
longer if they want to use them that long. Now these people can 
go on doing their business there. Anyone who comes into this area 
and puts up several million dollars of private money to put in park- 
ways and connecting streets is going to have the buildings occupied 
so that he can get a return on it. So this will be a force that will come 
to bear on it, and this will tend to make it not completely out of line. 
The fact that we are not going to dispose of all of the other areas will 
also be a force that will bear on it. 

Mr. Gorm Your main commercial center is Grove Center? 

Mr. Coox. The main commercial center of the present town is 
Jackson Square. It is Grove Center that would be gradually elimi- 
nated when the long-range plan works out. 

Mr. Gore. | do not wish to go into this in too much detail with the 
Commission. Iam neither sufficiently informed on it, nor do I claim 
recognition as a student in this field. I am not informed sufficiently 
to reach a final conclusion in my own mind with which I would be 
satisfied, except I think we have got to move in the right direction, 
and we ought to move in the direction of private ownership of some 
property in that area. 

Mr. Wiuuiams. We have been moving toward that objective, and 
I would like to give you some of the things we have done over the 
years. 

In the first place, we have gone into the town and converted a lot 
of the temporary facilities to permanent facilities, which is one of the 
first things we had to do. We have done that as economically as we 
could over the years. We have also improved the roads and streets 
so that people could afford to take the town the same as they have 
done in the developments which you have mentioned. We have 
done this over a period of years. We are getting along to where we 
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have these streets pretty well repaired. We have rehabilitated the 
housing, and we have established a cost-accounting system so that 
we can tell people what they are taking over, and what it is costing. 
We did not have this in 1947, as you well know. 

Mr. Gore. I want to congratulate you and Mr. Cook and the Com- 
mission on the progress you have made at Oak Ridge. However, 
much is yet to be desired. 

RENTS 


Mr. Wits. Yes, sir; we agree with that. In 1947 the rents 
were not only completely out of line with rents in the surrounding 
communities, but they were not equitable from house to house just 
within the communities. 

Mr. Gores. Well, I do not think you have satisfactorily explained 
your residential rent policy. Where there is so much smoke, surely 
there must be some cause. 

Mr. WiiuraMs. Now we have taken the final step to bring the 
rents for housing in the community up to comparability with those 
in surrounding towns so that if people want to come in and build or 
if people living in the town, when the Commission arrives at a point 
where they will sell the land, want to build a house, they could do so 
economically without competing with subsidized housing. 

Mr. Gore. I think you are overlooking one thing, Mr. Williams, 
and that is the desire of people to own their own homes. I have been 
impressed, in going to Oak Ridge, at the number of yards that are well 
kept with flowers around those homes. Any person who has that 
pride in keeping the premises on which they live attractive would, I 
think, have a desire to own a home. That is something you may be 
underrating. 

Mr. Wiiuiams. Well, that is possible. There will be a certain 
percentage, 20 to 40 percent of the people who might be interested in 
having their own homes. However, we are trying to move in that 
direction. 

Mr. Gore. I am not going to trespass upon the time of the com- 
mittee to go into this further. We could argue endlessly about the 
realty operations and policy at Oak Ridge. 


DECREASED REVENUES FROM CONCESSIONS 


Mr. Anprews. Before you leave that, Mr. Chairman, I wonder 
if you could let Mr. Williams or Mr. Cook explain this: On page 192 
it shows that there has been a decrease yearly since 1950 in the revenue 
from concessions and other rental property other than dormitories 
and residential property. I notice the revenue in 1950 was $908,000, 
in 1951 it was $839,000, and for 1952 it is estimated at $789,000. 
There is a continuing decrease in revenue. Can you tell us why that 
decrease occurs? 

Mr. Coox. Generally the revenue from the commercial enterprises 
is a percentage of the gross sales. During this period there has 
been a decrease in population in Oak Ridge, a decrease in gross sales, 
and a decrease in revenue from the operation. 

Mr. Anprews. Do you have fewer employees for the fiseal year 
1951 than you had in 1950 or 1949? 

Mr. Coox. You mean on the concessions payroll? 
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Mr. Anprews. No; in the whole project down there. 

Mr. Coox. The employment until recently in the plant has been a 
decreasing employment; that is right. The population of the area 
has been decreasing until recently, and some of the concessions that 
were paying a percentage of their gross naturally paid less. 


HANFORD COMMUNITY OPERATIONS 


Mr. Gore. We will place in the record at this point pages 278 to 281, 


inclusive. 


(The matter referred to is as follows:) 


Summary of operating costs 





Fiscal year 
1950 


Fiscal year 
1951 


Fiscal year 
1952 





Municipal: 


General government (summary, p. 289; details, through 
291) ais 


Schools (summary, p. 292; details, through Me 


Conservation of health (summary, p. 301; details, through | 
302): } 


Expenses 
Revenue 


Police (summary, p. 303; details, through 307): 
Expenses 
Revenue 


Fire protection and prevention (summary, p. 308; details, 
through 311) ED ier oh UE, SERBS 1S Pe SAE) feel A 
General public safety (summary, p. 312; details, through 


13)... 
Roads and 


Grounds maintenance and erosion control (summary, p. 


318; details, through 320): 
Expenses____- 


Waste removal (summary, p. 32!; details, through 322) ___- 
Sewerage (summary, p. 323; details, through 324) __- 


Welfare services (summary, p. 325; details, through 326) -_. 


Civic activities (Summary 
Expe 
Revenue 


, p. 327; details, through 333): 


Total municipal: 
Expenses 
Revenues 


Utilities: 


Bus (summary, p. 334; details, through 336): 
Expenses 
Revenue 


Water (summary, p. 337; details, through 339): 
Expenses 
Revenue 


| 
| 


$148, 000 
538, 000 


$150, 000 
510, 000 


$138, 000 
460, 000 





109, 800 
4, 800 


105, 000 


123, 000 
3, 000 





123, 000 
3, 000 





120, 000 | 


120, 000 








225, 275 
975 
75 | 


225, 000 | 





275, 000 


17, 000 
| 170, 000 


122, 962 
962 | 


122, 000 |} 
149, 000 
72, 000 
17, 000 


244, 200 
200 


244. 000 | 
252, 000 


17, 000 


122, 000 | 
146, 000 
72, 000 
17, 000 


244, 200 


244, 000 
252, 000 


15, 000 
185, 000 


122, 900 
900 
122, 000 
146, 000 
72, 000 
17, 000 











175, 000 
1, 000 


215, 000 
2, 000 


231, 000 
2, 000 





174, 000 


229, 000 








2, 019, 037 
7, 037 


2, 012, 000 


213, 000 


2, 064, 100 
6, 100 


2, 058, 000 


2, 006, 100 
6, 100 








167, 000 
57, 000 


117, 000 
42, 000 





110, 000 


75, 000 | 








91, 000 
100, 000 





(9, 000) | 


109, 000 
104, 000 





109, 000 
104, 000 





5, 000 | 


5, 000 








| 


423, 000 | 
588, 900 | 


(165, 000) 





| 


511, 000 | 
635, 000 | 


(124, 000) | 


510, 000 
640, 000 


(130, 000) 
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Summary of operating costs—Continued. 





Fiscal year | Fiscal year 
1951 1952 





Utilities—Continued 

Steam (summary, p. 343; details, ndessatanoatal 344): 
Expenses... __- a. $155, 000 $157, 000 $154, 000 
ep. ahh 3 hE hee TSS ES Se ia 173, 000 | 178, 000 | 178, 000 


| 
idl | 
| 
| 





_ (8, 000) | (21, 000)| (24, 000) 








Communication (summary, p. 345; details, heniieuts 347): | 
Expenses... “ 38, 170, 000 | 170, 000 
Revenue 27, 206, 000 | 206, 000 





RS ‘ | ; | _ 86, 000) _(36,¢ 000) 
Total utilities: i 

EE SEIT AO Oc ee OE } 974, 000 | 1, 064, 000 1, 060, 000 

Revenue. cinenelctenin ht ead Se ss 1 045, 000 | 1, 165, 000 | 1, 170, 000 


Net... MPNdneae eee tadiAmambdnenshenkenennees (71, 000) (101, 000) | (110, 000) 





Real-estate operations: 
Housing (summary, p. 348; details, GAT 35 | | 
Expenses _...| 1,125,000 | 1,700,000 | 1,636, 000 
Revenues__-_-_--- ae a. 2, 371, 000 | —- 2, 850, 000 


| 


(1,270, 000) | (ort, 000) | 4 214, 000) 


Dormitories (summary, Le 356; details, through 359): 


Expenses... __- WR ca ae | 401, 000 354, 000 
Revenue i knachwcnaveesvin 156, nok 226, 000 231, 000 





197 000 | 175 5,000 | 123, 000 

Concessionaires and other rental property: AEE) 
Expenses (summary, p. 360; details, through 366) 251, 000 327, 000 310, 000 
Revenue nk 326, 000 | 37. 3, 000 | 421, 000 


as. 5, 000) | «an, 000) 
Total real-estate operations: ; < 


Expenses_____..__- SEW ys aul 2,428,000 | 2, 300, 000 
Revenue_____..__- é 2,877,000 | 2,970,000 | 3, 502, 000 


Net.__- aetemee Minwebanen on — » i 000) _ ea 000) =i , 202, 000) 


Hospital: 
Hospital (summary, p. 367; details, through 372): } 

Expenses : , 140, 000 830, 000 | 841, 000 

Revenue. _-- os ee 920, 000 | 493, 000 471, 000 


a shaogo dhe wiles a ; 220, 000 337, 000 370, 000 


Community operations: | | 
Expenses. _- ‘ : 5, 862, 037 6, 386, 100 | , 207, 100 
Revenue.......... te : , 849, 037 | 4, 634, 100 H 149, 100 


Net : bese , 013, 000 , 752, 1, 058, 000 
To adjust to actual costs as of June 30, 1950- pads 2, 109 ; : : 


| eabe Y cae ETE OLE LNG, ED , 015, 109 


REDUCTION OF EXPENSES AT HANFORD 


Mr. Gore. I would like a statement from the community manager 
of Hanford on the progress he has made there in the reduction of ex- 
penses and the efficiency of operation and the replacement of temporary 
structures with permanent-type structure. 

Mr. Dean. Mr. Shaw. 

Mr. Saaw. Our municipal part of the community operations has 
shown somewhat of an improvement in 1952. We indicate somewhat 
of an improvement in 1952 over 1951, which is essentially as a result 
of less cost in schooling, and less cost in road maintenance, which 
reflects the improved roads and streets, work that we have been able 





847 


to do on them, which we have been able to do this fiscal year with 1951 
appropriated money. 

As to the utilities for 1952 they will show approximately the same 
operating “cost, but there was an increase in revenues, the total amount 
of the improvement being rather minor, about $10,000 worth in 1952. 

In real-estate operations the over-all picture will be a slight re- 
duction in the expense attached to it because of reduced cost of 
maintenance particularly of residential and business property which 
we own, and there will be a considerable increase in revenues in real 
estate, both from rentals for residential property and in therevenues 
from commercial concessions. 

Analyzing further the housing as compared with the concessionaire 
part of it, in 1951 we inaugurated a program of maintenance on the 
residential property which caused our 1951 expenses to go up from 
1950, but this will go down somewhat in 1952 as we level off and get 
the bac ‘klog of maintenance caught up. 

There will be an increase in revenues from housing operations 
because of rent increases. 

On concessions we had a net increase in cost between 1950 and 
1951 which involved also the catching up with maintenance work on 
the Government-owned structures used by businesses. That will go 
down somewhat in 1952, and there is a steady increase through 1952 
in the concession income. 

Mr. Gore. Contrary to the experience at Oak Ridge? 

Mr. Suaw. Yes, sir; contrary to the experience at Oak Ridge. 

Mr. Gore. Has your population increased? 

Mr. Suaw. Yes; but the particular increase in revenues reflects 
the increased number of privately owned commercial activities in 
Richland. 


SALE OF PROPERTY AT HANFORD 


Mr. Gore. Do you have the problem which we just discussed at 
Oak Ridge, the possible sale or the desire to purchase property? 

Mr. Suaw. Yes. Our situation as it has developed at Richland 
has been that we have negotiated intermediate term leases, 20- or 
30-year leases for just the Jand. The individual commercial outfits 
have built their own structures and are operating their own businesses 
in those structures, so that where in 1947, for example, we had about 
50 businesses all operating in Government-owned structures, we now 
have 56 businesses operating in Government-owned structures. We 
have not added to those structures, but there are more businesses in 
them due to subleasing sections of them, and we now have 63 busi- 
nesses which are operating in buildings built by private capital. 

Mr. Gore. On what kind of a lease? 

Mr. Suaw. On a 20-year or a 30-year lease. 

Mr. Gore. By how many individuals? 

Mr. Suaw. Well, 63 represents the number of people with whom we 
have such an arrangement. 

(Discussion off the record.) ° 

Mr. Gore. You have no large commercial area on which there has 
been a monopoly development? 

Mr. Suaw. No. We have two commercial areas in our tow n, but 
the individual structures, in the one which is all private capital struc- 
tures, are built by an individual entrepreneur. 


80203 
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Mr. Gore. According to the requirements of a master plan for de- 
velopment or is it a hit-and-miss development? 

Mr. Suaw. In general, in accordance with a master plan. We 
have reached a point now where we have available space on which we 
solicit anyone to start any kind of a business that fits into a community 
of our size, but we hope to and are making an effort to obtain the kinds 
of business in this private capital affair which would fit in with our 
master plan. 

Mr. Gore. I know you would not wish to be drawn into a dis- 
cussion of the Oak Ridge problem, nor would I want to draw you into 
it, as that is not in your province. It does occur to me, however, that 
you may have had some experience at Hanford, Wash., on which the 
manager of Oak Ridge could draw with profit. 

You may proceed on to another subject, Mr. Shaw. 

Mr. Wriuuiams. Mr. Chairman, might I say a word there which is 
that there is some difference here. That was one reason for going 
about it as we did at Oak Ridge. 

At Hanford we spent the Government’s money to completely 
develop the area and put in the streets, parking areas, and put in 
everything. 

At Oak Ridge we have taken this big area and merely put in the 
surrounding roads. We had in our budget $700,000 or $800,000, or 
almost a million dollars to develop this to the extent that it was at 
Hanford approximately, so that individuals would come in. 

It was felt by us that if private enterprise would come in and take 
on that burden along with the others that the Government would be 
saved some money. ‘That was one reason for doing as we did. 

As to our original plan for this commercial center at Oak Ridge, 
you will recall that we came in and asked for money to do the first 
phase of this job which was to put in the rough grade and put in the 
perimeter road, the sewers, and so forth. 

The next phase of it would have been to come in for the funds to 
put in the parking lots, sidewalks, and so forth. 

Mr. Gore. It was not my purpose to reopen Oak Ridge. 

Mr. Wiiutams. I just wanted to be sure you understood the situa- 
tion, Mr. Chairman. 

Mr. Gore. All right. I asked you also to tell us what you have 
done in the way of replacing temporary structures with permanent- 
type structures. Did you have something else to say before you 
reached that? 

e 


INCREASE IN COST OF HOSPITAL OPERATIONS 


Mr. Suaw. Yes. I just wanted to say that we have had a slightly 
increased cost in connection with our hospital operations, but the 
total of these items I have enumerated above results in 1952 operating 
costs being somewhat less than 1951, the total revenues being quite a 
bit more, and the net picture being better in 1952 than in 1951. 

Mr. Gore. My impression has been that your hospital cost per 
patient was considerably out of proportion with the cost of hospital 
operations Nation-wide. 

Mr. SHaw. Yes, sir. 

Mr. Gore. Why? 

Mr. Suaw. The basic reason for that, and I believe the most im- 
portant reason, is the fact that industrial rates of pay are applicable 
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in the Richland Hospital, it being a hospital operated by the con- 
tractor, and the negotiated wage rates between the contractor and the 
bargaining agents result in a general level of pay to the various classi- 
fications 6f hospital workers which is in excess of that prevailing in 
hospitals of municipalities and private institutions. 

Mr. Gore. You may go to the buildings. 


RENOVATION AT RICHLAND 


Mr. Suaw. With reference to the renovation of the buildings in the 
community of Richland itself we have done considerable catching up 
on deferred maintenance during this current fiscal year, and we will 
carry on into the next fiscal year. 

We have done no replacement of structures. 

Under our construction part of the program we have some rebuild- 
ing of certain of our so-called flat tops, prefabricated houses. 

Mr. Gorr. Thank you very much. 


LOS ALAMOS COMMUNITY OPERATIONS 

Mr. Gore. We will place in the record at this point pages 374 to 
377, inclusive. 

(The matter referred to is as follows:) 


Detailed justification of operating costs 








| 1950 actual | 1951 estimate | 1952 estimate 








Municipal: 


1 
| 
| 
General government (details, p. 380): Net cost_......-_-- $128, 901 | $174, 431 | $171, 607 


Schools (details, p. 380): 
Gross cost _. - - 28, 365 
Revenue_.-_-- 


- Net cost. * ~ ia wktos 359, 344 | “448, 451 


Conservation of health (details, p. 383): 
Gross cost Rok ool 85, 534 | 87, 469 
Cee ties eR 1, 675 | 6, 000 
Net cost koxeaea 83, 859 
Police (details, p. 384): Net cost........---- OS 197, 554 | , 33% 
Fire protection (details, p. 385): Net cost- penectael 159, 050 192, 026 | 
Generel public safety (details, p. 386): Net cost - pate 60, 111 | 21, 167 | 
Roads and street. (details, p. 386): Net cost___- ca 108, 207 | 131, 396 | 
Grounds maintenance and erosion control (details, D. 388): | } 
DO SMO ko capaccscetanunidaacgaaswe = - 132, 949 | 165, 352 


Waste removal (details, p. 389): 


eal gle ery ieee Sa ted SO ca | 119, 888 102, 190 | 115, 000 
Revenue ; 120 120 120 





Net cost. 102, 070 | 114, 880 
Sewerage (d letails, p. “389): In  Seiccscch b scnderh vache anes re 56, 5 | 52, 716 | 


60, 000 





} 
Civic activities (details, p. 390): 
Gross cost 26, é | 85, 692 90, 130 
Revenue , 180 | 


Net cost -. 


‘Total municipal: 


Gross cost | 1,536,132 | 1,657,229 | «1,753, 152 
Revenue 4, 764 | 7 7,470 


NS NE AE OS RA ESD DREN BENS ope TEN Se 1, 531, 368 1,649,929 | 1, 745, 682 
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Detailed justification of operating costs—Continued 





1950 actual | 1951 estimate | 1952 estimate 


—*. 





Utilities: 
Bus (details, p. 390): 
Gross cost. __- Re ee : cpa $52, 059 $47, 634 | $48, 000 
Revenue te Mies omit Se ee Te 14, 029 18, 925 19, 000 


Net cost - - ob bbe nbhbb eh eltih othe pbiind _ 38,030 2, 709 29, 000 


Water (details, p. 392): | 
Gross cost atk obebpob Gin hvindaetideduasrnbakadecs 179, 245 | 186, 816 | 186, 383 
Revenue_____- ae ag cml 184, 292 | 195, 314 201, 850 


Net revenue. __...__. re oem ee . 047) | (8, 498) 5, 467) 


Electricity (details, p. 392): | | 
Gross cost ___- . ie y | 144, 496 
Revenue inal : Juss 130, 54 | 151, 277 
Net cost _- : e 2 (6, 781) 
Steam (details, p. 393): Net cost hauhe cx ‘0 50, 809 10, 000 
Communications (details, p. 394): 
Gross cost ; ee Siteetwediesa 332, 669 408, 000 470, 000 
OS eae 3 325, 677 408, 000 470, 000 


OE eae oe gestae ag anad 5, 99% 0 0 

Gas (details, p. 394): ite ; $i 
Gross cost a - ” ‘ ext 116, 119 163, 633 | 178, 000 
Revenue 139, 188 71, 482 193, 050 


Net revenue.._______- Ae oa : (23, 069) 7, 849) (15, 050) 


Total utilities: 
Gross cost... .__- ~~ : : bie é 818, 048 1, 001, 388 | 1, 035, 828 
Revenue... _- asad sebowehanes 793, 770 944, 998 _M 039, 000 


Pe idcnc« ceded Sa : a 24, 278 56, 390 


Real estate operations: 
Housing (details, p. 395): 
Gross cost... _-.- ; aes 865, 568 819, 728 821, 017 
ESN PEE ee _ boa 1, 304, 598 | 1, 740, 682 2, 069, 800 


Net revenue... .......... 5 . ; = (439, 030) (920, 954) (1, 248, 783) 
Dormitories (details, p. 396): . eb 

Gross cost... ’ ; 564, 128 426, 010 359, 133 

Revenue._._- : 235, 589 238, 430 . 214,781 


Net cost . 328, 539 187, 580 | 144, 352 


Concessions (details, p. 397): 
Gross cost- : vlad 154, 225 148, 578 190, 221 
Revenue___- 258, 103 277, 968 319, 500 
Net revenue. - ahhh eee cl (103, 878) (02%, wasn, (129, 279) 
Direct operations (details, p. 397): sagt 
Gross cost _. -- ware 202, 133 241, 514 250, 000 
Revenue... “sb baiiids abil 145, 646 160, 579 166, 655 


Net cost -- ‘ _ 56, 487 80, 935 83, 345 


Total real estate operations: | 
Gross cost- aes iniatns pice 1, 786, 054 1, 635, 830 | 1, 620, 371 
Revenue. __-- inte - shy owe 1, 943, 986 2, 417, 659 2, 770, 736 


Net revenue-. _- Deed aabe incite (187, 7,882) 7 81, 829) | 150 365) 


Hospital (details, p. 398): | 
Gross cost - rare wear 1 hkwaisnemie A 896, 374 | 1, 071, 855 | 1, 328, 900 
Revenue_-._-- pike kuatiin i : 420, 301 | 763, 200 973, 300 


Net cost he ecbileal can 476, 073 


Total community operations program: 
Gross cost : Paty oe ; 5, 036, 608 5, 366, 302 5, 738, 251 
Revenue — Da PE 3, 162,771 4, 133, 157 4, 790, 506 


Net cost Riya Sten 1, 873, 837 1, 233, 145 947, 745 
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Mr. Gore. Who will testify as to Los Alamos? 
Captain Jackson. Mr. Morgan. 


CONSTRUCTION AND OPERATION OF VETERINARY HOSPITAL 


Mr. Gore. Mr. Morgan, I believe it was 2 years ago, or was it a 
year ago, the committee expressed considerable opposition and 
doubt about the proposed construction of a dog sanatorium at Los 
Alamos. Did you call it by another name? 

Mr. Morean. A slightly different name, yes, sir. 

Mr. Gore. What did you call it? 

Mr. Moraan. A veterinary hospital. 

Mr. Gore. Did you build that? 

Mr. Morgan. Yes, sir, we did. It was built and it is in operation. 

Mr. Gorr. What consideration was given to the doubts expressed in 
the committee about that? 

Mr. Morean. There was considerable consideration given to those 
doubts, evaluated against what we felt was the need for research 
reasons and for the community also. 

Mr. Gore. You are conducting research on dogs out there? 

Mr. Morean. Not dogs entirely. The use of that hospital includes 
research on different animals for the research laboratory there. 

Mr. Gore. What did the building cost? 

Mr. Moraan. My recollection is it was approximately $85,000. 

Mr. Gore. Will you supply the exact figures for the record? 

Mr. Moraan. Yes, sir. 

(The matter referred to is as follows:) 

The actual cost of the veterinary hospital at Los Alamos was $65,365. 


Mr. Gore. What is the animal population of that hospital? 

Mr. Moraan. I will have to check on that too. 

Mr. Gore. Is it mostly dogs? 

Mr. Moraan. There are dogs, cats, and rabbits, and there have been 
some cattle there. That experiment is now concluded. 

Mr. Anprews. Mr. Chairman, is there anything in the justifications 
here about that hospital? 

Mr. Gore. There was something in the justification a year ago. 

Mr. Morean. It is not in this budget. 

Mr. Gore. It is now completed. 

Mr. AnpreEws. It is completed? 

Mr. Morgan. Yes, sir. 

Mr. Gore. You have requests here for funds with which to operate it. 

Mr. Tuomas. Mr. Chairman, how many towns are there in the 
State of New Mexico, towns of 400, 500, or 700 population that do 
not even have a hospital for their people? Of course, if they could 
get a hospital for their people they would have to put up their own 
money for it, and they take Government funds here for the animals in 
opposition to the views of the committee. 

Mr. Gore. My home town is trying desperately to build a hospital 
to look after some suffering humanity, but here, despite the opposition 
of the committee, we have an $85,000 veterinary hospital. 

What was your operating deficit in the last 6 months of the calendar 
year 1950? 

Mr. MorGan. We now have that on a contract basis. 
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Mr. Gore. What is your contract? 

Mr. Morgan. The building is rented to a licensed veterinarian. 

Mr. Gore. What amount of rent do you get? 

Mr. Morgan. It is $150 a month plus utilities, and he performs 
services for the research part of the laboratory, not the veterinary 
laboratory. 

Mr. Gore. He pays $150 a month rent for a $85,000 hospital in 
order to provide veterinary service for the pets of Los Alamos. That 
confirms the suspicions of the committee. 

Mr. Morgan. Not only that, but also to provide health services 
for the community in the inspection of milk, milk supplies, and meats. 

Mr. Gore. You mean you have a veterinarian doing that? 

Mr. Moraan. Yes, sir; through the State health service. It is a 
cooperative matter with the State health department. 

Mr. Gore. He draws additional pay for doing that; does he not? 

Mr. Morgan. Some additional pay; yes, sir. 

Mr. Gore. How much additional pay does he get? That is not 
considered in the $150 a month rent? 

Mr. Moraan. No, sir. He also performs services for the research 
laboratory for these different animals that I have mentioned in con- 
nection with the health set-up of the laboratory. 

Mr. Gorn. Give us some details on that. 

Mr. Moraan. I will have to get those details for the record. 

Mr. Gore. How long have you been manager at Los Angeles? 

Mr. Moraan. I have been assistant manager there for 3 years. 

Mr. Gore. Yet, do you mean that you have no idea what we pay 
for the service that this veterinarian renders? 

Mr. Morea. It is on the basis of a per hour basis when he is 
employed for this service. 

Mr. Gore. Well, what is the per hour basis? 

Captain Jackson. I think we have it here, sir. 

Mr. Gore. Perhaps we should just wait for you to refresh your 
memory. 

Mr. AnprEws. What is the population of Los Alamos? 

Mr. Morecan. 12,000. 

Mr. Anprews. Is the manager here in Washington? 

Mr. Morcan. No, sir; he is not. 

Mr. ANpREws. Who was it that gave the green light, so to speak, 
for the construction of that hospital; where did the authority come 
from for the construction of that hospital? 

Mr. Morcan. It was contained in last year’s budget. To my 
knowledge it was not disapproved. I do not know the answer to the 
direct question. 

Mr. Anprews. As I understand it, the committee denied any funds 
for it; is that right? 

Mr. Gore. I do not think we put anything in the record, any more 
than we would consider severe reduction in the funds for this purpose, 
but we did not specifically state in the committee report that it should 
not be built. In that perhaps we erred. 

Mr. ANprEws. Who made the decision for the construction of the 
hospital. 

Mr. Moraan. It was in last year’s budget, and was not specifically 
denied as such, and it stood as part of the budget, and we went ahead 
on that basis. 
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Mr. Tuomas. That does not answer the question. It was part of 
the budget, and the manager, without the agreement of or approval 
of the committee, by virtue of the exercise of that authority, author- 
ized its construction. Is that correct? 

Mr. Morean. It was built; yes, sir. 

Mr. Dean. Mr. Di Luzio has the detail on this particular hospital, 
which Mr. Morgan does not have. I think he has all of the figures 
which he can present to you. 

Mr. Gore. All right, what can you tell us about that? 

Mr. D1 Luzio. The operator of that hospital last year broke even. 
In 1951 the small-animal portion of the hospital represents about 48 
poren of the total volume, and the other 52 percent is represented 
»y public health service and services for the University of California, 
the contractor for Los Alamos Laboratory. 

Mr. Gore. Let us back up a little and get an explanation of what 
you mean by “breaking even.” 

Mr. Di Luzio. He pays for all of the operating expense, including 
the cost of utilities, supplies and service. 

Mr. Gore. I thought you had it rented. 

Mr. Di Luzio. Well, that was last year. This year, effective 
February 1, we entered into a contract with the veterinarian to 
operate the small-animal hospital with no subsidy whatever from the 
Government. 

Mr. Gore. What do you mean by “small’’? An $85,000 building 
will hold a lot of dogs and cats. 

Mr. Di Luzio. Well, sir, the hospital is a good deal more than just 
a dog-and-cat hospital. It has one room for the animals, a separate 
room in the hospital for specialized animals which are kept for the 
University of California, and another experimental room where he 
carries on various types of tests—lung iests, blood tests, and so 
forth—on various animals. It is a much greater operation than just 
the normal veterinarian conducting a dog-pound operation, which it 
certainly is not. 

Mr. Gore. Under whose direction is the research carried on? 

Mr. Di Luzio. Under the health laboratory of the University of 
California. They ask him to render certain types of services. 

Mr. Gore. What right do they have to ask the Federal Govern- 
ment to perform these services for them? 

Mr. Di Luzio. The University of California is the contractor with 
the Government operating the laboratory at Las Alamos and conduct- 
ing research for which they are reimbursed by the Government. Now, 
this $150-a-month rent that has been mentioned is charged to pay 
for the veterinarian’s use of the hospital for the care of small animals, 
no rent being charged for the facilities used in services rendered for 
public health or for research projects of the University of California. 
If we made him pay rent on the cost of operating that part of the 
utilities, he would in turn bill the University of California, which 
would bill the Government, and in turn be reimbursed by the Gov- 
ernment, which would be the same as putting it in one pocket and 
paying it out of the other pocket. 

Mr. Gor. What do you pay him? 

Mr. Di Luzio. We pay him nothing. The university will have a 
contract on an hourly basis under which they will pay him direct for 
professional services rendered in their behalf. 





854 


Mr. Gore. What is that contract? 

Mr. Di Luzio. That contract is $35 a day for each 

Mr. Gore (interposing). Speaking of ‘paying it out of the other 
pocket,” we in turn reimburse the university. 

Mr. D1 Luzto. Yes, sir; that is right. 

Mr. Gore. So, it is changing it from one pocket to the other. 

Mr. Dr Luzio. As far as fee is concerned. 

Mr. Gorr. Do you know the terms of the contract? 

Mr. Dr Luzto. I think it is $35 a day for professional services, plus 
the cost of medicines, plus the cost of travel if he is required to travel 
in connection with this work. 

Mr. Gore. And that is a part-time function, of course. 

Mr. D1 Luzto. It is, sir. 

Mr. Gore. And, in addition to earning this $35 a day, he operates 

dog-and-cat hospital. 

Mr. D1 Luzto. Yes, sir; that is right, sir. 

Mr. Gore. And the residents of the community who have pets which 
they desire to have treated pay him a professional fee for doing that? 

Mr. Di Luzio. Yes, sir; and also for the treatment of these experi- 
mental animals. However, to date he has never received any payment 
from the university, since the contract is only in process of negotiation. 

He has another contract to perform professional veterinary services 
for the county. That is on a $3-an-hour basis. The inspection ser- 
vices that he is required to perform upon call for the county are the 
examination of dairy herds, the examination of meat products, meat- 
and poultry-packing plants. 

Mr. Gore. What does he get from that contract? 

Mr. Di Lvuzto. $3 an hour plus travel when he leaves the area. 

Mr. Gore. Does he have a contract to do surgery on any of the AEC 
personnel? 

Mr. pt Luzto. No, sir; he does not. 

Mr. Gore. I think we need to do a little surgery on the payroll 
out there. 

Mr. pt Luzio. Well, sir; he is not on our payroll. 

Mr. Gore. The point is, he is on the Government payroll at a 
pretty hefty figure. 

Mr. pt Luzio. Last year he was paid $6,500 a year and got an 
in-grade promotion upping him $250. 

Mr. THomas. How much does the University of California pay 
him in addition to that? 

Mr. pt Luzio. Not a dime. 

Mr. Tuomas. $6,500 was his total income? 

Mr. pt Luzio. That is absolutely right. 

Mr. THomas. And he pays $150-a-month rent? 

Mr. pi Luzio. Last year he did not pay rent because he was still 
employed by the Government in operating the Government hospital. 

Mr. Gore. He collected veterinary fees; did he not? 

Mr. D1 Luzro. If so, they were deposited the same as any other 
money earned by the Government. 

Mr. Gore. What was the sum of the fees collected from dog treat- 
ment? 

Mr. Dr Luzro. About $12,000. 

Mr. Gore. From private individuals? 

Mr. D1 Luzio. Yes, sir; that is right. 
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Mr. Gore. And how much from cats? 

Mr. D1 Luzio. I cannot break it down in that respect. 

Mr. Putuures. That is probably for both cats and dogs. 

Mr. Di Luzio. Yes, sir. His total gross altogether this year will 
run about $26,000. That includes his payments for services rendered 
to the university and everyone else. 

Mr. Gore. Do either of you gentlemen here in the Washington 
office know whether this proposal was again referred to the Washington 
office for determination after the budget hearings last year, or whether 
the unit manager proceeded on his own authority to build this? 

Mr. Dean. Captain Jackson says he proceeded: upon his own 
authority. 

Mr. Gore. The committee notes his absence today. 

Mr. D1 Luzto. May I make one more statement in connection with 
this matter, Mr. Chairman? 

Mr. Gore. Yes. 

Mr. Dr Luzio. The $35 a day I mentioned, he only gets when he 
works a full day. If he works only a part of day, he gets a pro rata 
part of that $35. 

Mr. Puriurps. Does the chairman know that there is a great 
scarcity of veterinarians, and that it is very difficult to get a veteri- 
narian to go to a place like Los Alamos? 

Mr. Gore. I am not informed on that. 

Mr. Puritures. Does the chairman also know that this is operated 
under a California contract and that the people who go to Los Alamos 
to work would insist upon having veterinary service there? 

Mr. Gore. No; I do not. 

Mr. Puitups. The proportion of dog ownership in California is 
probably many times as high as it is in the Eastern States. 

I am not defending the cost of this hospital, but I am saying that 
maybe there is another side of this that the chairman has not vet 
explored. 

Mr. Gore. Would the gentleman like to have it explored? 

Mr. Puiuurps. I would like to ask you about how many dogs you 
have there? 

Mr. Dr Lvuzro. Our dog population there is over 4,000. 

Mr. Puruuies. This veterinarian would probably have earned more 
money if he had stayed in California, where these people largely come 
from, rather than going to Los Alamos. 

Mr. Dr Lvuzto. That has been true since the early days of the 
project. 

Mr. Gore. I do not care how many dogs the people own out there. 
I am opposed to paying $85,000 for a cat and dog hospital out of 
tax funds made available by the Congress. 

Mr. Putturrs. Even if this is a way to get scientists to go out there? 

Mr. Gore. Surely we do not have to do that to get them to go there. 

Mr. Puitires. Maybe you are not familiar with California dog 
owners. 

Mr. Corron. Mr. Chairman, do you happen to know whether the 
Russians maintain any dog hospitals in connection with their activities? 

Mr. Puiuuips. The Russians do not have many dogs, and those that 
have they treat with great cruelty, so the answer is “No.” 

(Discussion off the record.) 
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SANDIA COMMUNITY OPERATIONS 


Mr. Gore. We will insert pages 401 and 402 in the record at this 
point. 


(The matter referred to is as follows:) 


Detailed justification of operating costs 





1950 actual | 1951 saan 1952 estimate 





Municipal: 

Conservation of health (details, p. 404), net cost_.....-- saa bes $3, 000 
Fire protection (details, p. 404), net cost... ........------- 20, 000 
Roads and streets (details, p. 404), net cost_. 10, 000 
Grounds maintenance and erosion control (details, Pp. - 405), > 

CEASE RP SME SENS SE ae een s 30, 000 
Waste removal (details, p. 405), net cost i 15, 000 
Sewerage (details, p. 405), net cost. PELE SRE EE Tae 
ES ES SEL SES EE I ee pale 








Total municipal, net cost 
Utilities: 
Water (details, p. 406): 
| Ee err 8) 2d eRe Nae. =" 
Revenue 











Net cost 








Electricity (details, p. 406): 
Gross cost 
Revenue 














Total utilities: 


Revenue 





Net cost 





Real-estate operations: 
Housing (details, p. 497): 
Gross cost 


35, 277 108, 400 
Revenue 


188, 608 247, 900 266, 100 
Net revenue r (153, 331) 





(139, 500) (133, 600) 





Dormitories (details, p 


S 43, 793 40, 000 40, 000 
Revenue 23, 975 24, 600 24, 600 





EERE EIS enanc na eal ea RIN PEE rt 19, 818 15, 400 15, 400 





Total, real estate: 
79, 070 148, 400 172, 500 
212, 583 272, 500 290, 700 
Net revenue (133,513)| (124, 100)| (118, 200) 

Total community operations: 


Gross cost 155, 955 274, 300 309, 050 
Revenue 237, 005 304, 600 325, 000 


Net revenue ‘ (81, 050) 























(30, 300) | (15, 950) 
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Mr. Gore. Sandia seems to be operating more economically; is 
that correct? Are you the manager of Sandia too? 

Mr. Moraan. No, sir. That is one of the projects under our 
office, however. It is part of the military reservation. We have a 
very small part of that military reservation. 

Mr. Gore. This is only a partial picture of the cost of Sandia then? 

Mr. Moraean. No, sir; that is the picture. It is the picture for the 
maintenance of that small part of the reservation. 

Mr. Gorn. Which AEC has? 

Mr. Moraan. Yes, sir; which AEC has. 

Mr. Gore. The cost of the military reservation otherwise would 
appear in another budget? 

Mr. Moraan. In the military; yes. 


ConstrucTIon Costs 


Mr. Gore. We will go to construction and get to the big money. 


We will put in the record at this point pages 539 and 540 of 
volume I B. 


Summary of plant and equipment 





| 1960 actual | 1951 estimate | 1952 estimate 





| 
’ COSTS OBLIGATED 
Construction: } 

! 


ie ti svakcussdeumactistensrayikveusnstkancoken | $5,073,651 ; $3, 511, 47 | $3, 475, 145 


Equipment: 
Oak Ridge 
eS ee ae 
Raw materials (Colorado) 


Total equipment 
Total obligations... .. 
COSTS INCURRED 
Construction: 
Oak Ridge 


Los Alamos 
Sandia 


Equipment: 
Oak Ridge_- 


Total equipment 


Total costs incurred 


11, 968, 133 | 
832, 657 | 

3, 180, 988 
51, 091 


3, 045, 77 
58, 000 
792, 950 
10, 000 





21, 106, 520 


| 
| 
| 


13, 414, 953 


| 7, 381, 874 





(122, 000) | 
356, 042 | 
8, 250 | 


126, 000 
158, 954 
15, 050 


421, 000 
286, 726 
16, 400 





242, 292 | 


300, 004 


724, 126 





21, 348, 812 | 


13, 714, 957 





8, 106, 000 





16, 936, 004 | 
19, 052, 309 | 
3, 607, 052 | 
2, 555, 010 | 

170, 126 | 


8, 955, 002 
12, 999, 880 
983, 981 
10, 052, 389 
33, 006 


3, 468, 246 
4, 387, 632 
58, 000 
1, 477, 052 
10, 000 





42, 320, 501 | 


33, 024, 258 


9, 395, 930 








| 

(487, 106)| 
1, 490, 734 | 
1,! 


| 
| 
| 


283, 000 
158, 954 
20, 250 





421, 000 
286, 726 
16, 344 





1, 005, 128 | 


462, 204 | 


724, 070 








43, 325, 629 | 


33, 486, 462 | 


10, 120, 000 
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Detailed justification for plant and equipment 





| | 
1950 i 1951 1952 
actual | estimated | estimated 


} 








Costs obligated: ! PS 
SNES EOIN PE, ODOR ALIN. EE $5, 073, 651 $3,511,474 | ' $3,475, 145 
| EE ata TE PR ARERR ae See (122, 000) | 126, 000 | 421, 000 


4,951, 651 | 3, 687, 474 3,896, 145. 








Costs incurred: | | fas 
Construction feo, 16, 936, 004 8, 955, 002 | 3, 463, 246 
Equipment._________- ae (487, 106)| 283, 000 421, 000 


Total 16, 448, 898 9, 238, 002 | 3, 884, 246 





Listing of construction projects 
Rehabilitation of 375 TV A-type housing sone 2 ORF 99: 
rw new single-family housing units_____- eapiawesetete weeereneeecseeeeeen-- $2,985, 223 
Cafeterias for three schools_____...___.___- pe ed repo 142, 700 
Minor capital improvements: 
Installation of water meters, commercial and industrial buildings 


Obligations 


City roads and streets_ 

Grounds 

Electrical distribution sy stem 

Business concessions... _ __ 

Schools. - 

Housing --_- 

Improveme nts of access roads to neighborhood No. 10 

Extensions to Vienna Rd. and North Tulane Ave 

New roof for Old High School 

Minor (less than $20,000) capital improveme nts _- 

- 5O1, 250 

PCIE IE SUID ona ong wuicandccscusensicanmess é (154, 028) 


Total obligations, construction___- Pt | Aen aCe 3, 475, 145 
TREND IN CONSTRUCTION COSTS 


Mr. Gore. I think, Mr. Dean, you ought to give for the record 
now a summary statement on construction costs and trends in cost, 
the schedule both at Oak Ridge, Paducah, Savannah, Los Alamos, 
and wherever else there is major construction. 

Mr. Dean. Generally costs are down. I would prefer that Mr. 
Williams give the detailed statement. 

Mr. Gore. You say generally costs are down? 

Mr. Dean. Yes, sir; in total dollar volume. 

Mr. Gore. Well, you do not mean that the cost of construction, as 
such, is down? 

Mr. Dean. No. 

Mr. Gore. You mean the total costs? 

Mr. Dran. Yes; the total costs for plant and equipment. 

Mr. Gore. That was not what I referred to. 

Mr. Witurams. Mr. Chairman, are you referring to the total pro- 
gram like Savannah River, or just the plant and equipment items in 
this particular budget? 

Mr. Gore. First, the trend in construction costs over the past 12 
months. 

Mr. Wituiams. The trend in construction cost, as indicated by the 
Engineering Record News index, shows that the cost has gone up 
between 12 and 15 percent. 

Mr. Saprrie. The figure for July 1949, according to the Engineer- 
ing Record News index, is 477, and for the first quarter of this year 
it is 538—an increase of about 13 percent. 

Mr. WiuuiAMs. That is the general index. Of course, construction 
wages no doubt would go up in some cases, and there will be some in- 
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creases. At Oak Ridge we had a contract entered into last fall which 
gave the plumbers a 12.5-cent-an-hour raise, and the contract stipu- 
lated that on the Ist of March they would get another 12.5-cent in- 
crease, which is one instance where wage rates have increased. Gen- 
erally, there has been an increase. I believe that covers the general 
trend of construction costs. 


SAVANNAH PROJECT 


Mr. Gore. We now come to the Savannah project. Tell us how 
far you have advanced and how that squares with your budget re- 
quest of the new money you are requesting here or expect to request. 

Mr. WituraMs. I would like to make clear for the record that in 
this particular budget we are discussing we have not asked for any 
construction money for Savannah River. In a supplemental before 
this we did get money. We have, I believe, a total of $668 million. 

At the present time the du Pont Co. have determined the basic 
design of the reactors that will be built. With the help of the Atomic 
Energy Commission and the Department of Defense they have arrived 
at the structural design of the various types of buildings, and we have 
determined on structural criteria so that they are free to go ahead and 
have started on the detailed design of some of the buildings. 

At the present time, at Savannah River, they are constructing a 
temporary office area—grading land and installing buildings for 
temporary offices—and they are running surveys over the land, 
making the necessary foundation tests, and so forth; also they have 
made borings and tests for the location of some of the supporting 
industrial facilities at Savannah River. We expect they will get well 
under way about the middle of the summer. 

Mr. Gore. You have moved no dirt other than borings and tests 
for foundations? 

Mr. Witti1ams. We have moved some dirt in the general adminis- 
trative area; they have done grading and started putting in foundations 
for temporary buildings. 

Mr. Gore. When you were before this committee with your supple- 
mental request, if I recall correctly, you estimated construction would 
be under way in the spring months of this year. 

Mr. WitutaMs. Yes, sir. 

Mr. Gore. You now say it will be under way in the summer months. 

Mr. Wiuviams. I say they will be well under way. That means 
5,000 or 6,000 men on the job. 

Mr. Gore. You do not mean to indicate by that that you are 
behind schedule in any respect at Savannah? 

Mr. Wituiams. At the present time I do not believe we are behind 
schedule at all. It is a matter of going in and negotiating for the 
land, acquiring the land, building the roads and the administrative 
areas. 

PADUCAH PROJECT 


Mr. Gore. Give us vour experience at Paducah. 

Mr. Wixtuiams. At Paducah we have a contractor on the site. 
The design is well advanced for the C-31 plant. There will be two 
types of design for the Paducah plant, which is somewhere near a 
duplicate of the K-31. The difference will be that the C—33 plant 
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will be a bigger unit and of somewhat different design. The C-31 
design is well on toward completion, and the other design is getting 
well under way at the present time. 

Mr. Gore. Have you acquired all your land? 

Mr. WiuuiamMs. We have acquired the land. It was an old ord- 
nance plant built in World War II. We got that from the Defense 
Department and construction has started. We have about 2,000 
men on the job. We have had some difficulty with a very wet spring 
in that area and a very bad condition of roads and so forth, but they 
have come out of it, and they are placing their orders and everything 
is moving ina satisfactory manner. 

Mr. Gore. Of course, neither Savannah nor Paducah has gone far 
enough so that you can have any real test of the cost or construction 
schedule? 

Mr. Wiuutams. No, sir. The fact of the matter is that it will 
probably be another 6 months before we have a good criterion for 
the way the job isrunning. At the present time it looks pretty good. 

Mr. Boyer. I would like to inform you, as we advised you by letter, 
we know the costs of the Savannah project are going to be higher than 
the estimate. We have obtained certification with the knowledge 
of your committee and the Senate subcommittee and expect to present 
a supplemental to fiscal year 1952 as soon as definite estimates are 
available. 

Mr. Gore. You said, Mr. Williams, when you were here before, 
that the real bottleneck at Paducah for the product from the gaseous 
diffusion plant was the supply of power. In other words, you were 
more sure of your own construction schedule than you were of the 
supply of power. 

You made a contract with a private utility concern for the supply 
of one-half of your power load? 

Mr. Wituiams. Yes, sir. 

Mr. Gore. And with TVA for the other half? 

Mr. WiuuiaMs. Yes, sir. 

Mr. Gore. We know what TVA has done, because this committee 
has handled its appropriation. We have had no information about 
what steps have been taken by the utility concern on its contract. 

Mr. Wiuutams. The utility concern has hired the Ebasco Services, 
Inc., to do the engineering and construction, and I believe they are 
putting up their plant about 7 miles downstream from Paducah, 
from our site, on the Illinois side of the river. I believe Mr. Sapirie 
could give you more details on how far they have advanced. 

Mr. Gore. I do not want particularly to inquire as to the details 
of what they have done, except we would like to be satisfied that the 
Commission is satisfied that compliance with this contract is assured. 

Mr. WiuuitaMs. Most certainly the Commission is going to do 
everything possible to see that it is done, and we are following that 
very closely. They have placed their orders for the major equipment. 

Mr. Gore. And the finances have been arranged? 

Mr. WituiaMs. So far as we are concerned, they are moving. The 
contract has not been signed——— 

Mr. Gore. You have signed no contract with the concern? 

Mr. Wiuurams. We have signed no definitive contract as of this 
date, but the work is progressing. 

Mr. Gore. How can they proceed with the work unless they know 
they are going to get a contract? 
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Mr. Witi1ams. We have agreed in principle on the contract. It 
is a matter of negotiating the details. 

Mr. Gore. Well, if you do not know, you may be getting your 
head in a noose. 

Mr. Wiiuiams. We won’t get our heads in a noose. 

Mr. Boyer. We have a basis of understanding which sets forth 
the conditions. 

Mr. Gore. But that basis of understanding may give greater 
latitude than the definitive contract on the cost of power and various 
other details. 

Mr. Boyer. Those have been set forth so that we recognize just 
the thing you are pointing out, and we assured ourselves on the basis 
of the understanding before we agreed with them that they could 
proceed. The elements of price and general conditions were estab- 
lished in that understanding. 

Mr. Gore. You are satisfied with the progress so far? 

Mr. Boyer. Yes. 


OAK RIDGE CONSTRUCTION SCHEDULE 


Mr. Gore. What about your construction schedule at Oak Ridge? 

Mr. Wiitrams. At Oak Ridge the K-29 plant came in ahead of 
schedule and is in full operation. K-31 is now on schedule on the 
revised accelerated construction program. 

Mr. Gore. What is the cost experience on K-31, and what is the 
cost experience on K-29? 

Mr. Cook. K-29 was constructed below the original estimated cost. 

Mr. Gore. How much? 

Mr. Cook. Approximately $20 million. 

Mr. Gore. What is your experience on K-31? 

Mr. Cook. Our experience on K-31 would indicate we will com- 
plete the job below the original estimate, but a lot of things can happen 
between now and the end of the job on labor cost, material costs, and 
other difficulties of manufacturing equipment and materials that go 
into the plant. But we still believe we can complete the job below 
the original estimate. 

Mr. Gorr. What are you asking for construction costs with respect 
to K-31? 

Mr. Wiuuiams. We are not asking anything. 

Mr. Gore. There is nothing in the Oak Ridge construction of $3 
million for K-31? 

Mr. WitutaMs. No, sir. 

Mr. Gorn. What is that $3 million on page 539? 

Mr. Wiuu1ams. You are on communities. I thought you were on 
plant and equipment. 

Mr. Gore. Yes. 

Mr. Wixuras. I believe if you will go to page 204, volume JI—— 


REHABILITATION OF TVA HOUSING UNITS 


Mr. Gores. While we are at this point, what is this $3 million for 
construction of community? 

Mr. WituiaMs. We have a list of the items and can go into more 
detail. We have the rehabilitation of 375 TVA housing units. That 
is to rehabilitate some old units built during the war. 

Mr. Gore. You are not building any dog sanitariums at Oak 
Ridge; are you? 
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Mr. WitutaMs. No, sir; we are not.building any dog sanitariums. 
Mr. Gore. In that respect, Tennessee shows some improvement 
over California. 


Mr. Puitutps. Well, that is questionable. We probably treat our 
dogs with a little more consideration. 

Mr. Gore. At the taxpayers’ expense, apparently. 

That is broken down into the rehabilitation of 375 TVA housing 
units and the additional construction of 100 new single-family housing 
units. That amounts to $2,985,223. I take it the $223 was probably 
arrived at by making a deduction from the original cost. 


SCHOOL CAFETERIAS AT OAK RIDGE 


In addition to that, we have cafeterias for three of our schools in the 
Oak Ridge area. All of our schools except these three have cafeterias, 
and we want to build cafeterias in those three schools. Each school 
requires the construction of about 3,630 square feet and the equipping 
of these cafeterias. 


1952 CONSTRUCTION AT OAK RIDGE, LOS ALAMOS, AND HANFORD 


Mr. Gore. Will you supply a statement of the construction items 
for community facilities at Oak Ridge, Los Alamos, and Hanford? 
Mr. Witurams. Yes, sir. 


Community construction projects, fiscal year 1952 


OAK RIDGE PROJECTS 


ae | Total 1952 
>r ae | j ti 
Project cost obligation 


7-241-2022 | Rehabilitation of 375 sdueninande housing wma, 100 new single- | 

| _ family housing units x ‘ae $2, 985, 223 | $2, 985, 223 
7-241-1029 | Cafeterias for 3 schools 193, 350 142, 700 
7-241-1033 | Installation of water meters for commercial and industrial buildings 103, 000 3, 000 
7-241-2007 | Minor capital improvements, roads and streets-- - - | 35, 500 | 35, 500 
7-241-2008 | Minor capital improvements, grounds ¥ 101, 750 | 101, 750 
7-241-2011 | Minor capital improvements, elect rical distribution 35,000 | 5, 000 
7-241-2013 | Minor capital improvements, business concessions 40, 000 40. 000 
7-241-2014 | Minor capital improvements, schools ‘ . = } 69, 000 | 69, 000 
7-241-2016 | Minor capital improvements, housing ee 64, 500 | 64, 500 
7-241-2017 | Improvement of access roads, neighborhood No. 10_..--- eae 34, 500 34, 500 
7-241-2018 | Vienna Road and North Tulane Avenue extension &, SES -| 28. 000 28, 000 
7-241-2024 | New roof for old high school 36, 000 36, 000 
7-241-1032 | Replacement of existing wood control tanks at filter pla ant with: 

| permanent tanks 40, 000 19, 000 
7-241-2009 | Minor capital improvements, sewer: ge system , | 5, 000 5, 000 
7-241-2010 | Minor capital improvements, water system ; | 10, 000 10, 000 
7-241-2012 | Minor capital improvements, central steam plant : 10, 000 10, 000 
7-241-2026 | Minor capital improvements, civic activities jel roe: 10, 000 10, 000 
7-241-2023 | Retirement of housing : es b ee (154, 028) (154, 028) 


Total, Oak Ridge PRE MA Tee CPE NE eR SE) 3, 646, 795 3, 475, 145 





HANFORD CONSTRUCTION PROJECTS 


7-231-2013 | Improvements to existing streets ; 2B .| $100, 000 | $100, 000 
7-231-2014 | New central fire station - au han aeuipnel 150, 000 150, 000 
7-231-2016 | Erosion control and development of public areas____- a ee 100, 000 100, 000 
7-231-2018 | Addition to Lewis and Clark Grade School i RES ee PT 218, 000 218, 000 
7-231-2019 | Fire alarm system, Richland School buildings. ...........-..----..| 29, 000 29, 000 
7-231-2022 | Roof replacement, north storage reservoir. teh 48, 450 48, 450 
7-231-2026 | Miscellaneous service additions, electrical distribution syste m. | 45, 000 | 45, 000 
7-231-2027 | Additional service extensions, telephone plant- gealitebine eaadoal 40, 000 | 40, 000 
7-231-2028 | 200 additional telephone lines | 30, 000 30, 000 
7-231-2020 | Installation of dust removing equipment, Carmichael High | School | 1, 500 1, 500 
7-231-2021 | Blacktop play area, Lewis and Clark Grade School. --- aol 2, 500 | 2, 500 
7-231-2023 | Diversion sewage system, plants Nos. 1 to 2 - erp aiesnincienll 10, 500 10, 500 
7-231-2025 | Water sprinkler system, hospital grounds----_.............-.-.----- 18, 000 | 18, 000 


Total, Hanford j 792, 950; 792, 950 
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Community construction projects, fiscal year 1952—Continued 


LOS ALAMOS PROJECTS 





: | otal | 1952 
Project cost obligation 


7-311-9040 | Hospital SORE RAPE A UR RUE oe ee RA ‘ _..| $2, 750,000 | $15, 000 
7-311-9061 | Intermediate school.. E Lee Ie 639, 500 34, 869 
7-311-1004 | 1951 housing (group XIV)- ER Etats | ‘diols Me mes. ‘ , 590, 000 | 15, 000 
Teli 00 + BOps TOMONIMIN MNCEONNB LS 50555 eet] 52, 500 5, 000 
7-311-1007 | 1951 erosion control. - _- ‘ ee BS - | 300, 000 10, 000 
7-311-1008 | 1951 road program -_-___ AEDES IES. | 202, 000 | 15, 000 
7-311-1009 | 1951 addition to utilities ET e 205, 000 15, 000 
7-311-1012 | 1951 minor construction rie 1) leet ale hay” eee ; 375, 000 25, 000 
7-311-1025 | 1952 erosion control S00 DAG Yer = ol ses Sete -|, 118, 500 110,,000 
7-311-1026 | 1952 housing program (group XV)_ bap TRE ‘ 863, 000 | 800, 000 
7-311-2002 | 1952 school program. -- : | 243, 000 243, 000 
7-311-2003 | 1952 community and commercial facilities : haces 170, 000 170, 000 
7-311-2004 | 1952 road and street program. ___________- : a ‘od 235, 000 | 235, 000 
7-311-2005 | 1952 alterations to utilities systems__ SES SES. 380, 000 | 380, 000 
7-311 2006 | A-E fees for 1953 program.__...........-.-- es ates } 50, 000 50, 000 
7-311-2007 | Fire protection improvement__-—__..._..__- : 90, 000 | 90, 000 
~311-2008 | 1952 A—E fees consultant-___- 8, 500 8, 500 
311-2011 | 1952 communication construction community Aa ak . 43, 100 45, 100 
311-2013 | 1952 minor construction and building alterations 500, 000 FOO, 000 
-311-2015 | 1952 town site improvement capitalized by maintenance contrac tor... Bl, 310 281,310 


iia: CN Ce ee eee et dtd at 78) 091, 410 3, 045, 779 


PLANT AND EQUIPMENT 
SOURCE AND FISSIONABLE MATERIALS 


Mr. Gore. Mr. Williams, during the consideration of the source of 
fissionable materials section of the budget, we touched to some extent 
upon the construction program, but mainly it was my intention to have 
a summary statement with respect to each of the major construction 
items at this point in the record. This morning you gave us a state- 
ment about Savannah, Paducah, and Oak Ridge. Now, you have 
additional construction programs under way about which I would like 
you to give at least a summary statement report to the committee 
at this time, beginning with Hanford, Wash. 

Mr. Wiuitams. On the plant and equipment item? 

Mr. Gore. Yes. 

Mr. Wixiuiams. We have a summary statement of the total pro- 
gram in one page, which could go in the record, but I would rather 
discuss this off the record, if agreeable to the committee. 

Mr. Gore. We will put that in the record, and you can give us a 
statement off the record. 


Detailed justification for plant and equipment 


1950 actual 1951 estimate 1952 estimate 


Costs obligated: | } 
Construction __. ERP i ER SS ee $298, 924, 372 $1, 213, 615, 6382 $53, 517, 500 
Equipment.__...._.._._- ren 1, 320, 003 4, 933, 466 , 064, 500 


Total_. is : 300, 244, 37 5 , 218, 549, 098 | 57, 582, 000 


Costs incurred: 
Construction 66, 765, 905 | 193, 033, 006 633, 142, 765 
Equipment 1, 510, 087 5, 435, 224 | 4, 113, 235 


198, 468, 230 | 537, 256 000 
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DETAILED JUSTIFICATION OF COSTS TO BE OBLIGATED IN FISCAL YEAR 1952 
FOR CONSTRUCTION ; 


1. Classified construction projects, 1952, $53,517,500—(See classified vol. II— 
pp. C-204 through C-212, for supporting justification to the source and fissionable 
materials program). 

Mr. Dean. I can make this general summary statement about the 
items through the plant and equipment projects. 

The bulk of those come down to five items. One of them in the 
program for source and fissionable materials, which amounts to about 
$28 million as a single item, is for a new facility for processing feed 
materials; one very large project comes in the weapons program, two 
in the reactor development program, and one falls in the physical 
research. Those total roughly about $150 million in the plant and 
equipment total that we are presenting. . 

(After discussion off the record:) 


ProGrRAM DIRECTION AND ADMINISTRATION 


Mr. Gore. Going back on the record on general administration, 
and then my questions will be finished. 

This budget could very well consume 2 weeks of examination, but 
we do not have 2 weeks. 

Mr. Boyer, perhaps you would like to give the committee the benefit 
of your experience in the few months you have been with the Atomic 
Energy Commission as general manager. 

Mr. Boyer. I can say I have been very much impressed with the 
organization and the job they are doing. 1am not completely familiar 
with all the details of the organization. We have had Mr. Waller 
prepare a statement, so we can discuss the details of the administration 
set up. I think the folks are doing an outstanding job. 

Mr. Gore. You came in from private industry and we had very 
high hopes that you were going to show us how you could reduce the 
number of personnel and save many millions of dollars. I am just 
wondering if vou are prepared to comment on that as a pertinent 
suggestion. 

Mr. Boyer. I thank you for the compliment, but I explained to the 
Commission, when they were considering me at the time for this job, 
that I was not the spectacular type of manager, that I did not believe 
in coming in and sweeping out the office and then falling on your face 
on the doorstep. So I would think for me to offer any suggestions 
as to how that could be accomplished after only 4 months’ experience 
with the Commission would be quite premature, and I would say 
rather inappropriate. 

I think we should keep in mind that the Commission is engaged in 
a tremendous construction program; greater than the original Man- 
hattan project. At the same time we are carrying an operating 
program which is considerably greater than the completed Manhattan 
district program. It is a tremendous industrial undertaking. 

Mr. Gore. It also involves tremendous administrative costs. 

We will insert in the record at this point page 409, and I will ask you 
to explain why it is that the personnel costs have gone up $1.5 million 
in 1952 budget over that for 1951. I saw that figure somewhere. Ido 
not have it before me. 

(The statement referred to follows:) 
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Summary of operating costs by area 





| | 
| 1950 actual 1951 estimate | 1952 estimate 





| | 
New York ; $2, 271, 066 $2, 381, 425 | $2, 462, 356 
Brookhaven. --.------ ER Rte Cae ee 92, 626 | 99, 216 | 104, 350 
|” aR a ERE ee suntan} a 5 849, 673 | 1, 421, 536 1, 335, 464 
BR tddéoweeieaecs ERS PPE BED FER as annae 61, 443 | 78, 470 79, 715 
SEES icon . 210, 156 213, 201 | 239, 135 
Pittsburgh ____ wa Beek 82,821 | 135, 086 135, 374 
Oak Ridge e . f a 3, 841, 544 | 3, 621, 388 4, 040, 038 
Dayton. -_- ae . cokewae tee tite die’ eee 100, O76 | 90, 300 97, 300 
Los Alamos... -- jee beh tecdimadewas i pda <n 3, 268, 690 3, 124, 457 2, 871, 411 
Sandia____- Shleic Siig Meiko h eek eee aici 647, 869 736, 850 | 694, 535 
Hanford - ss ; | 2, 612, 462 | 2, 067, 519 1, 890, 519 
Schenectady thidn aes ase ihe pee 334, 751 | 384, 431 | 387, 624 
Idaho_- ‘ : IR egret ce Siig: Bak puts 595, 814 | 1, 030, 000 , 126, 135 
Savannah operations office. . : ie TR Oe | | 800, 000 , 800, 000 
Raw materials-----..-...- Fae? SS Seed 592, 359 676, 832 689, 309 
Washington headquarters and extensions _- ay 3, 530, 819 7, 692, 040 | 7, 990, 735 


Total operations, accrued cost basis. ............-- 22, 092, 169 | 24, 552, 751 | 25, 944, 000 





Mr. Waiter. The primary increase in cost is due to several changes. 
There are several minor reductions in that. 

Mr. Gorr. Where do they occur? 

Mr. Waiter. We would have to go through the several office oper- 
ations. First is the one for Hanford, where we have a reduction of 
13.5 man-years, a considerable saving; savings in dollars is not mate- 
rial but the number of employees has dropped 13.5. 

Another reduction is in the New York office, of 5.4 positions for 
all programs. 

In the case of Santa Fe, that is down nine positions. 

For the Savannah operation office, there is an increased requirement 
for 1952 of about 143 man-years—143.0 is the actual figure. 

And for the Paducah office there are 70.6 man-years, which offsets 
the savings made in the others. 

In addition, the workload of all these offices has increased sharply. 
I think there is a chart in the budget that shows that our percentage 
or ratio of overhead or administrative costs has steadily dropped. In 
1950 it was 6.9 percent of the operating budget, and it has dropped 
steadily; this year it is 5.1 percent. We do not know whether that 
is par for the course, but it 1s a steady trend in the right direction. 


INCREASE FOR COMMUNICATION SERVICES 


Mr. Gore. Let us come to the specific items. The budgets for 1950 
and 1951 are practically identical for communication services, but 
there is a jump of $150,000, according to your request, for 1952? 

Mr. Waiter. Most of that again is for new sites, new locations with 
the needs for communication services. And for the new sites that are 
coming in in the military applications program. We have an increased 
communications load. 

Mr. Gort. Would you make the same explanation for the fact that 
the average number of employees is expected to rise from 3,800 in 
1951 to 4,000 in 1952? 

Mr. Water. That is about right—there are increases of 143 at 
Savannah, that is, 143.0 man-vears, plus 70.6 man-vears at Paducah, 
with very minor shifts in the older parts of the organization. 
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Bupcet Request SusMiTTeD To BurEAvU OF BupGetT 


Mr. Puiuirres. Mr. Dean, we have been asking every agency this 
year how much they asked of the Bureau of the Budget. You had 
ast year—and I do not have the total before me, but it will run about 
$1.9 billion, including the supplemental; this year you are asking 
$1.210 billion. For how much did you ask the Bureau of the Budget? 

Mr. Dean. In each year? 

Mr. Puiurrs. No, this year. 

Mr. McCarruy. The reduction made by the Bureau of the Budget 
in the total request was $35,000,000. 

Mr. Puiuurrs. In making that reduction did the Bureau indicate to 
you where it wanted the cuts taken off? 

Mr. McCarruy. In addition to the 1952 budget—the regular budget 
for 1952—we were at the same time processing the second supple- 
mental request for 1951, and there were adjustments in both of them. 
I do not know how they split, Mr. Phillips. 

Mr. Dean. Were they specific? 

Mr. McCarruy. They were not specific. 


PENDING SUPPLEMENTAL, 1951 


Mr. Puiturrs. Do you have any supplemental requests being 
processed at the present time? 

Mr. McCarruy. There is a third supplemental request presently 
before the Bureau of the Budget. 

Mr. Puiturps. For how much? 

Mr. McCarruy. Roughly $80,000,000. 

Mr. Puitures. What is that for? 

Mr. McCarruy. The major item in it is for $50,000,000, which is 
for a new construction project. 

Mr. Puriiturrs. Why was not that included in this budget? 

Mr. McCarruy. This was put into the picture just recently. 

Mr. Puitures. What is the other $30,000,000 for? 

Mr. McCarruy. The other $30,000,000 is made up of about five 
or six items. One of the major items, $10,000,000, is for special 
weapons facilities. 

Mr. Puruures. In addition to the $96,000,000 you have coming 
up 

Mr. McCarrny. As part of the $96,000,000 of which there is 
$30,000,000 in the 1952 budget. 

Mr. Puruuips. $30,000,000 and $10,000,000 in the supplemental— 

Mr. McCarruy. That should be about $7,000,000 for these special 
facilities in the supplemental. 

Mr. Puituips. You still have $23,000,000 to account for? 

Mr. McCarruy. I do not have a copy of the individual items 
before me to balance off that amount. 

Mr. Puinurps. Why should that be in a supplemental instead of in 
your regular budget? You have come constantly to this committee 
since 1949 and to the Congress for supplemental appropriations. 
Can you not get on an ae basis pretty soon? 

Mr. McCarruy. These are items that will require obligations 
prior to June 30 of this year; funds for construction. 

Mr. Dean. Could I explain that off the record? 

(Off the record discussion.) 





867 


Mr. Puruurps. Going back on the record again, tell me when you 
expect to get this additional $80,000,000; do you expect to get it 
between now and June 30? Is it to continue available thereafter? 
You cannot get it up here and through the committee inside of another 
30 days or 6 weeks, and you already have left of this fiscal year only 
2 months. You cannot spend the $80,000,000; can you? 

Mr. WiuuiaMs. This is mainly to meet ‘obligations for a construc- 
tion project for which there has already been committed by us some- 
thing in the order of seven or eight million dollars, but in order to enter 
into a firm contract with the construction company to do the work we 
will have to have the obligational authority to cover the entire contract. 

Mr. Boyer. We handled that situation through ‘a construction 
rider, which we had up before the Bureau of the Budget, notifying this 
committee and the subcommittee of the Senate so that the work could 
be started. 

Mr. Puiturprs. The work has actually been started? 

Mr. WiuuraMs. Yes. 

Mr. Dean. As indicated to you, we had about $5,000,000 of funds 
we could use from other sources in order to get started. 

Mr. Puruures. Then we gave you about $5,000,000 too much last 
rear? 

. Mr. Dean. I do not recall where the $5,000,000 came from. 

Mr. Putuures. You expect S rey counted for the 
entire $30,000,000? 

Mr. Dean. We have not accounted for the whole $30,000,000. 
I am sorry I do not have the several items which make up the total. 
Do you have a breakdown on that, Mr. McCarthy? 

Mr. McCarrny. There is an additional item of poiiiie $7,000,000 
for technical facilities at Los Alamos. 

The balance is made of several smaller items, and I do not have the 
details of that before me. 

Mr. Putuurrs. This is an old-fashioned committee. We still think 
$1,000,000 is not so small an amount. 

Mr. McCarrtnuy. This is all being processed through the budget 
and we do not know just exactly how much it will be. There are 
several items. 


BREAKDOWN OF 1951 SUPPLEMENTAL 


Mr. Puituips. Suppose you put a statement in the record showing 
how the $80,000,000 is made up, without going into too much detail 
as to what you expect to do with it. 

Mr. McCarruy. Very well. 

(The information requested follows:) 


Items submitted to the Bureau of the Budget in the third supplemental estimate for the 
fiscal year 1951 
In millions 
Expansion of production facilities 4 =| 
Expansion of raw materials facilities _ 7 Ee TA ee Gis Be 
Increase in cost of weapons facilities fa | 
Acceleration of obligations for weapons facilities prev iously budgeted as 
1953 obligations-- -- - - : a .9 
Special reactor materials production facility _- ae ante BEG GRE GS Sarl eie s me 
Expansion of Pittsburgh reactor laboratory 
Increase in cost of special research machines 
Increase in reactor development operating costs 
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1952 Bupcer Request 
NUMBER OF POSITIONS 


Mr. Puiturps. How many employees are you asking for? You are 
asking for 5,924 as compared with 5,889; is that correct? 

Mr. Water. That is correct. The man-years are 5,785. 

Mr. Puruuips. We have been dealing with positions, and just to 
keep it uniform among all the other agencies, the increase in positions 
is about 25 positions. 


TRANSPORTATION OF THINGS 


You might tell us something about the expenditure of $600,000 
more for the transportation of things, Mr. McCarthy? 

I am on page 36 of the printed budget; where you show the increase 
of about $660,000 for transportation of things. 

Increases for communications show a very large amount; increases 
for rents and utility services. 

Then there is an increase of $100,000 for other contractual services. 
We should have a breakdown and explanation of that. 

Suppose you take up the item, Transportation of things, where the 
increase is $660,000. 

Also for “Other contractual services,” where you show an increase 
of $130,000,000. Can you give us that? 

Mr. WALLER. We will have to go into the individual offices in order 
to break that down. The breakdown does appear in volume 1—B of 
our submission, office by office. 

Mr. Puiturrs. Suppose you split up the amounts for each office. 

Mr. Water. I will be glad to do that. I will have to go through 
the different offices. 

Mr. Puriurpes. Suppose you look that up while I ask one or two 
other questions. 

Community OpreRATIONS 


BUS SERVICE AT OAK RIDGE 


Now, in your justifications 1—A, at page 191, I have a little note 
with respect to bus service. Why do you show such a deficit on your 
bus operation? 

Mr. Boyer. That is at Oak Ridge? 

Mr. Puriuips. Why should there be a deficit anywhere? Here is a 
little community, I understand. Unless busses can be run at a profit 
why should you run them? 

Mr. Forp. The busses run from the city to the plant, some 8 to 14 
miles. 

Mr. Puiuups. That is comparable to other bus operations. 

Mr. Forp. These busses only make peak period runs at shift 
changes, as contrasted with the normal run in communities, where 
you have your morning and evening heavy rush, but you also have 
some sustaining load during the day. 

Mr. Puiuuips. Is there any bus service in the community during 
the day; are there any other busses operated? 

Mr. Forp. From the Oak Ridge residential area to the plants covers 
the major portion of the bus operations. There is the peak load in 
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the morning, the day service, and another peak load at 4:30, to take 
the day shift off, and then it will go on again at about 11 o’clock at 
night. So that you have to use for that time some 100 busses to take 
the people back and forth to the plants with little else to occupy these 
busses in the interim period. The bus service in the community is 
secondary to the plant service. 

Mr. Puiuurrs. This subcommittee has always been a little concerned 
about how you operate the services with which we are familiar. We 
do not know how to conduct an atomic-bomb operation, but we have 
had some acquaintance with the operation of cafeterias, bus lines, and 
electric service, and you do not seem to be able to operate them as well 
as the little communities themselves operate them. - That seems to 
be true of your schools as well. 

Do you charge a fare on this bus line? 

Mr. Forp. Certainly. 

Mr. Puitures. How much do you charge? 

Mr. Forp. Beginning this past summer, it was 10 cents, from the 
town to where the plants are located. 

Mr. Putuuips. What is the charge in New York now? 

Mr. Couperrr. 10 cents, 12 cents. 

Mr. Puiuurps. And what do they charge in Washington? I am 
told 15 cents. 

Mr. Forp. From the town to the plants, we now charge 20 cents 
each way, Mr. Phillips. 


OAK RIDGE SCHOOLS 


Mr. Puiuuips. Let us take the schools which I mentioned. That 
appears on page 210 of the justifications. The cost per pupil of 
operating the schools at Oak Ridge is $288.41. Now, in Johnson 
City the cost of operating the schools on the same size and same type 
of school is $143.85. Iam using cities of about the same size. Even 
in Knoxville, which of course would have a larger population—I 
believe in the larger schools as a rule they have a higher charge per 
pupil, in a good many places, at least, they have a higher charge. 

Mr. Forp. This is 25,000. For Knoxville you go up. 

Mr. Puruires. In Knoxville the cost per pupil runs at $180.32? 

Mr. Forp. Yes. 

Mr. Putuures. In Johnson City, which is about the same size as 
your community; I asked for figures of comparable size, and I was 
given both, and one is $143.85 for Johnson City while you have a 
charge of $288.41. 

Mr. Forp. There are two main differences: One, tbe salary rate 
in Oak Ridge is more than it is in Johnson City. Of course in Oak 
Ridge, the city pays every cent of the cost; there is no return from 
the State. 

Mr. Puituips. In other words, to reconcile my figure of $143.85, 
that does not include the State subvention? I am not clear, I think 
it would include the State subvention. The fact that they have 
higher salaries at Oak Ridge I think would be an argument on my side. 

Mr. Forp. Yes. 

Mr. Puiures. I think you have too much of a deficit. 

Mr. Forp. In operating the school plant at $288, plus, we were 
confronted with having scientists and technical people coming to Oak 
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Ridge, and that was one of the things required of the Manhattan 
District in order to bring them there. 

Mr. Puiturps. Yes; I remember that. 

Pik Forp. And that is one of the things required to keep them 
there. 

Mr. Puruures. If they left there in order to get comparable educa- 
tional facilities they would not get it for that price; they would have 
to pay for it. 

Mr. Forp. They would have to pay, make a contribution for it. 

Mr. Puiuuies. That is why I think you ought to see that more of 
this is underwritten. 

How are you getting along with the adjoining school district in 
respect to educational problems? I recall there was a little problem 
last year in getting in lieu of subventions from the State. 

Mr. SHaw. That was at Hanford. 

Mr. Puixurps. How are you getting along? 

Mr. Gore. We do not have any in lieu in Tennessee. 


HANFORD SCHOOLS 


Mr. Suaw. The situation has changed at Hanford, where we made 
a per-pupil allowance. First there was an increased load of pupils, 
but since that time, there has been a decrease, since they dropped the 
age requirement, and the budget went up in 1952, and we do not 
anticipate the expenditure for -that in 1952. 

Mr. Purtuirs. Was there something you wanted to say about that, 
Mr. Towne? 

Mr. Towne. If you are referring to payments to outside school 
districts in the vicinity of our projects, as you probably know, there 
are two new laws: Public Law 815 and Public Law 874——— 

Mr. Puiturps. Those were aids? 

Mr. Towner. Which gave Federal aid to increase—— 

Mr. Puiuuips. You were given the benefit of that in the atomic 
energy operations? 

Mr. Towne. What is happening in the outside school districts at 
Hanford is that they will participate in the operation of the Office of 
Education, which will replace the old program of the Federal agency— 
the AEC—dealing with the school district. 

We have not had that. problem come up in the operation of the 
vicinity of Oak Ridge, although there was an emergency. When 
Public Laws 815 and 874 were passed, it was turned over or will be 
to the Office of Education. 

Mr. Puruuips. I am not sure that makes your cost per pupil look 
any better. 

Mr. Tuomas. As I understand it, the Office of Education has given 
the school system at Hanford, Wash., top priority in some part of the 
funds. One is construction and the other is equipment. How much 
did you get per capita, and how much did you get under the con- 
struction funds? 

Mr. SHaw. We were not given any funds for on-site schools from 
these bills. 

Mr. Tuomas. In what particular areas have you been given 
assistance? 

Mr. Towne. I do not have the figures here. 
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Mr. Suaw. I do not have the amount—it would be about $3,600, 
I think, for operation and maintenance, for this school year and what 
has been picked up—— 

Mr. Puruures (interposing). Could we have that same answer for 
all installations, Mr. Boyer? 

Mr. Boyer. I am not sure I understand your question, Mr. Phillips. 

Mr. Puriuips. How much are you getting from these two public 
laws, in the way of construction aid and operation? 

Mr, Boyer. Not one cent. 

Mr. Tuomas. The arrangement now is that both of them will go 
through the Office of Education? 

Mr. Boyer. Those bills do not apply to AEC on-site schools. 

Mr. Puiturs. They apply to local school districts under the 
arrangement for the installation of school facilities. 

Now, in the operation of your schools, you get how much? 

Mr. Dean. For on-site? 

Mr. Puituips. You were given help, by reason of the load on the 
local school districts, to relieve the local school districts of the burden? 

Mr. Suaw. I can give you this information, from 1947 up to date, 
that we have made payments totaling about $1,700,000, in this con- 
nection, at Richland, before the——— 

Mr. Purures. I know we were faced with a very serious question, 
in the State in which I live, because of the movement of military 
bases into local school districts that could not possibly stand the 
strain. I am still trying to fit that into my own mind as to why the 
figure is still so high. 

Mr. Witttams. That never affected the Oak Ridge School. 

Mr. Puruures. There was a supplemental appropriation—— 

Mr. Wriitrams. That was on-site. That applied to the schools 
that were built within reservation, within federally owned land. 

Mr. Purvis. Yes; but why was not that in the past year a 
charge against that operation? 

Mr. Witrtams. It was, but it was not broken out. If you want 
the total cost for the on-site schools you would have to break that out. 


EMPLOYMENT OF TEACHERS 


Mr. Purturrs. Mr. Gore, did you get the answer you asked about 
the teachers being under civil service? 

Mr. Gore. I did. They are not. 

Mr. Puruuipes. None of the teachers are under civil service? 

Mr. Wiuuiams. They are employed in the particular school district 
in which they teach. 

Mr. Puitires. Your teachers are all subject to the State laws 


pertaining to education in the vartous States in which you have 
schools? ; 


Mr. Boyer. Yes. 


Mr. Puiturps. I do not have these questions in order, but I will 
ask them as I have them jotted down. 


SUBCONTRACTED COSTS 


On page 204 of the justifications this year you show your community 
operations reduced 55 percent, but I observe by an analysis that the 
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subcontractor portion of the operations has increased, 45 percent of 
the operations, your subcontract last year, compared to 72 this year, 
and I was just a bit curious to know why the percentage does not go - 
down; why with the decrease in the primary contractor doing most 
of the work that percentage has not decreased. Is there a reason 
for that? It seems to me that you are moving backward. 

Mr. Forp. On page 204, you will note that waste removal is in the 
amount of $89,700—there is still a subcontract for waste removal. 
That is one of the large items in the municipal category. The 
$700,000, shown under ‘Real estate operations’”’ includes the contin- 
uing painting program. We let these subcontracts on a bid basis. 

Mr. Puiuires. Your answer to my question is that the 72 percent 
is made to seem too high by certain individual contracts, such as the 
waste removal contract? 

Mr. Forp. For 1951 the total aggregate in dollars, in the subcon- 
tracts, amounted to $927,449; that is, for 1951. Itis $941,070 in 1952, 
or a variation of practically $13,000. 

Mr. Puiurres. I have $2,996,000 down here, and $1,312,000. If I 
cannot make these figures check then I will have to check them back 
myself to see what they are. 

Mr. Forp. The amount of subcontract work remains fairly con- 
stant while other costs are reduced; therefore the subcontract cost 
becomes proportionately greater to the total. 

Mr. Puiuurps. I have here on page 204 the category totals for 1951 
against the category total for 1952. 

Mr. Boyer. You see what has happened there, Mr. Phillips, as the 
category total goes down, $1.6 million, whereas the subcontractor 
amount stays substantially constant, $920,000 and $940,000, so the 
percentage obviously would go up. 

Mr. Puiuuies. Yes; but that is my question. Why does not the 
subcontract amount go down more? 1 was just curious to know why, 
because it seemed to me that as the work goes down that the total 
amount goes down, that there should have been some reduction in 
that item. You have a charge of $43.75 for houses and $53.91 for 
apartments. 

HOUSE AND APARTMENT RENTALS 


Mr. Forp. That is the average. 

Mr. Puiuures. I have not had an opportunity to check that fully, 
but I was a bit surprised to find that the apartments were renting for 
$10.16, on the average, more than the houses. 

Mr. Forp. In the house rent you supply your own heat and your 
own water and own hot water, whereas in the rented apartments the 
tenant is supplied all those services. 

There would be a variation as between the houses and apartments. 
In the apartments that are landlord furnished serviees as against your 
own furnished services for a house. 

Mr. Puiuurps. I was impressed by the fact that you could rent a 
house for $43.75. 

Mr. Dean. That is why we are raising the rent. 

Mr. Puiuurps. How much are you raising it? 

Mr. Dean. About 20 percent—— 

Mr. WILLIAMs. 28 percent. 

Mr. Dean. 28 percent is the total average. 
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Mr. Puiturps. That is shown on page 205. You have indicated a 
10-percent increase in rentals. 

Mr. Wiuutams. That was the original figure, but since that time 
the rent has been raised about 28 percent. 

Mr. Puixuips. I think that is a good idea, I think you can pick up 
a little here and there to offset the costs. 

Apparently at Sandia you charge $55 for rental compared with 
$43.75 at Oak Ridge. Is there any particular reason why you should 
be able to get more for a house in Sandia? 

Mr. Wiuuiams. We would have to take the specific houses to find 
out. We have a variety of houses. 

Mr. Puiuurrs. I mean on the average. 

Mr. Wiuuiams. If they are taken on the average, we have a better 
type of house there. We have a lot of low-grade houses at Oak 
Ridge, vet. 

Mr. Dean. Of course, at Sandia they are new. 

Mr. WiuuiaMs. They are new; yes. 

Mr. Puriirps. New construction? 

Mr. WiuiiaMs. Yes. 

Mr. Puitures. How many bedrooms? 

Mr. Wiuurams. Usually two and three at Sandia. 

Mr. Putiurps. How many are there at Oak Ridge? 

Mr. Forp. One of the differences is that there were a number of 
these units where three people lived. Some of them are one-bedroom 
units, with a lower unit cost. 


DORMITORIES, LOS ALAMOS 


Mr. Puitures. Our observation has been generally that you have 
not quite come up to the average for similar properties, and I am 
glad to see that you are recommending a little bit more. 

Now as to the dormitory operations: This is on page 397, if you 
want to check the figure. You show a loss of $150 per bed estimated 
for 1952 against a loss of $166 in 1951. There is a decrease in the 
amount of the loss to $145, it is still a net loss. Could that be a 
matter of the percentage of occupancy? 

Captain Jackson. I should think, Mr. Phillips, it is a matter of 
having more married people than we had planned on. 


HOSPITALIZATION COSTS, LOS ALAMOS 


Mr. Puituips. What happened at Los Alamos, at page 399, gross 
cost, hospitalization, per day? You will remember we went into that 
a little bit last year, and it shows a little reduction in 1951 budget 
as compared with the 1952 estimate. I have the figure before me on 
page 399. I am simply asking the question to find if there has been 
any change in the condition that will affect the situation adversely? 

Mr. Boyer. The net cost per patient, Mr. Phillips, is down slightly 
in 1952 compared with 1953. That is shown on the same page. 

Mr. Putturps. That is what brought the question up. 

Mr. Boyer. The total costs went up presumably due to the in- 
creased costs over the year in services. 

Mr. Puitires. Have you had about the same hospital load? 

Mr. Boyer. No; I do not think there is. 
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Mr. Puiturrs. The hospital load at Los Alamos has been about the 
same as the year before? 

Mr. Morean. It is down some; the occupancy is down. 

Mr. Puaiiurs. How much? 

Mr. Morean. About 15 percent. 


SANDIA WATER REVENUE 


Mr. Puiuures. At Sandia why does your water revenue show a 
drop? Did the use of water do gown? 

Mr. Morean. The total use is up; the unit cost per million feet is 
down. ‘The gross consumption is up, but there is a reduction in the 
unit cost of operation. 

Mr. Dean. There is certainly use of more water. 

Mr. Puiturpes. Last year the committee pointed out to you that 
some savings could be made in community operations, and | note on 
page 5, when we started off, you did justify a saving on net cost of 
operation, but when I checked back I observed that the savings are 
made up first by increased revenues. I do not know whether I can 
admit that is a saving indicating there has been a reduction in the 
cost of operation. 

Mr. WiuuraMs. We were trying to point out that whereas the net 
cost has gone down slightly, but in the same period the gross cost has 
gone up, in the same period there has been an increase in the cost of 
materials, and in salaries paid to personnel, and that while we have 
made reductions in certain instances we have had negotiations for 
wages coming along taking up any savings that had been made, 
although we now have fewer numbers of people they are receiving 
more money. And this has happened throughout the program. The 
fact that we have not had an increase indicates that we have made 
some economies. 


REQUEST FOR NEW AUTOMOBILES 


Mr. Puiuurrs. Turning over to page 166 of the justifications, will 
you tell me why you want so many new automobiles? You should 
be a little more careful about your justifications, because on one page 
you say you want new automobiles to meet your expanded program, 
and then on another page you say you are not sure that part of the 
program is going to need them as yet. I am looking at pages 16 
and 17. You say that since the program has just gotten under way 
it is difficult to estimate the transportation requirements. And yet 
on the preceding page you ask for 576 new passenger vehicles. It 
seems to me you suggest automobiles that will not be needed until 
later. 

Mr. Dean. I think that in large part is for two sites. We do not 
know where they are going to be located, not knowing the location, 
we do not know what the transportation requirements will be. 

Mr. Puinurrs. You ought to have all the vehicles you need, but 
I just question whether you need all of these you are requesting? 

Mr. McCarruy. In addition, Mr. Phillips, the justification here 
is based on the requirements for Savannah operations as they come 
into operation. 

Mr. Puiuuips. When do you expect them to come into operation? 
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Mr. McCarray. In 1952, the budget for 1952 is for construction. 

Mr. Puiuirrs. So that you are asking at the beginning of fiscal 
1952 for what you will not need until the end of 1952? 

Mr. McCarruy. For what is to be on hand at the end of 1952 


LIMITATION ON FEES TO CONTRACTORS 


Mr. Puiturs. On page 18 of the justifications—and I think Mr. 
Gore has asked adequately about this—about the cut down in the 
operation fee. It would seem to me that the limitation put on by the 
committee on the amount paid has enabled you to.get pretty good 
results. 

Mr. Dean. I think it was purely accidental. 

Mr. Puruuirs. Why is Sandia the only one of these installations that 
pays its way? The others appear to operate at a deficit. 

Mr. Morean. Sandia, as such, is a military reservation, and we 
have only a small corner of it, and the military provides the police 
protection and some of the other services that generally show up else- 
where. 

Mr. Putuuips. This is another instance where our subcommittee 
finds that we have part of the expense and some other subcommittee 
has some other part of the expense. 

Mr. Dean. That is right. 

Mr. Puruuips. I think you are to be ‘ebipumeeided for getting the 
Roane-Anderson operations down to a point where revenues at last 
exceed the operating costs, but I think from the analysis | make of it 
that this was the result, again, of greater revenue collections and, 
second, the limitations placed by this committee on the Roane- 
Anderson fees, so that, in effect, it seems to me that no genuine oper- 
ating economies have been put into effect, except those imposed by 
this committee. 

Mr. Dr Luzio. For Los Alamos, even though our gross costs have 
shown an even trend during 1951 with 195 52, the 1952 budget repre- 
sents about 25 percent more work in units of roads and streets and 17 
percent more housing, and at least a 30 percent increase in utilities, 
and it is done with no increase in cost. That covers a greater number 
of units of work, for the same personnel and money. 

Mr. Puituirs. That is commendable. In the operations by the 
various contractors at Oak Ridge, has any effort really been made to 
ascertain whether results could be had economically with other con- 
tractors. Have you approached any other firms? You have the 
same contract with the same people year after year. 

Mr. Dean. Do you refer to the contractor that runs the K opera- 
tions or community management? 

Mr. Puruures. I meant more on town management. I think Mr. 
Gore and myself both feel that if we could get out from under the 
operation of ordinary town operations and normal procedures we 
would probably be better off, and I wonder if you have tried to ask 
anybody else what they would run your town and real estate opera- 
tions for? 

Mr. Coox. We tried last year and before to determine whether 
other contractors would be interested in coming and undertaking the 
operation, but it is very difficult to find a firm that has had experience 
in construction, utilities operations, and real estate. 
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Mr. Puruures. Have you ever tried to ask anybody what they 
would run that and your real estate operations for? 

Mr. Cook. In the town? 

Mr. Puriuips. It is not easy, and it has been a very difficult problem. 

Mr. Coox. We have contacted different firms, some on the basis 
of perhaps splitting up the operation in Oak Ridge, and when we 
added up the total costs that these firms would charge us for under- 
taking the Oak Ridge operation by splitting it into three or four 
different operations it far exceeded the present cost, and since our 
discussions with those firms, and the fact that the Roane-Anderson 
Co. has conducted an increasingly efficient operation, we see no ad- 
vantage for the Government to change contractors at this time. 

Our plan is, as we can, to reduce the many operations that Roane- 
Anderson handles perhaps through incorporation or some other means 
on the utility side gradually reducing their operations, so that in the 
end it will be a small miscellaeous type of operation. 

Mr. Puiuuips. Well, that is not very definite. We will live on a 
note of hope. 

ComMuNITY OPERATIONS 


MAINTENANCE OF ROADS AND STREETS AT OAK RIDGE 


Now, I will surprise you by questioning one of your savings. 

Here on page 196 you take a certain amount of pride in effecting 
certain savings in expenditures on your streets, setting them down to 
what amount to what you call deferred maintenance. 

Can you maintain your streets on the expenditures you have set up 


for this year without coming back in a couple of years later and ask- 
ing for a lot more money with which to repair these streets, than the 
amount you would have asked for this year to maintain them? 

Mr. Forp. Yes, sir. With the moneys you have already given us 
to build new roads, which require lower maintenance, that has re- 
duced the number of miles of other roads requiring high maintenance. 
It has reduced our net cost, and will continue to reduce our net cost. 

Mr. Puituires. How long have you been the lowest cost street 
builders in the United States, especially out in my particular area? 

Mr. Forp. When we have built roads out there they have been 
built upon the basis of having a good surface and drainage, and with 
the average rainfall that they have out there it is very expensive to 
do that, but after you have once built them and opened them they 
can be maintained for a reasonable amount. That is our experience. 
Our figures would compare with the highway maintenance costs of 
your States and cities. 

Mr. Puiuurps. It is now on the record that you will not come back 
in the future to ask for more money to repair the streets than you 
would have required this year. 


REDUCTION IN UTILITY RATE 


The reduction in your utility rate is a little difficult, I note, to 
reconcile with other statements in that same section in regard to the 
upward revision in the rates. Do you mean that you have increased 
the rates to the residential consumers but reduced those to commer- 
cial users? 


Mr. Forp. Oh, no. 
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Mr. Puiuirres. What do you mean? 

Mr. Forp. For example, we have metered all of the permanent 
residential users, and they are paying the metered rates. 

Mr. Puitiurps. What do your commercial users pay? 

Mr. Forp. They are being: metered, and there is a small amount, I 
think, a $3,000 capital budget to complete the metering of commercial 
facilities, and they will be paying commercial rates on the consumption 
or the amount of electricity used. 

Mr. Puruuips. What I would like to know is do the contractors who 
get power for any of their operations get a special commercial rate of 
any kind or do they pay the same as any other user in the community 
pays? 

Mr. Forp. They use TVA rates. 

Mr. Puiuuips. The same as anybody else? 

Mr. Forp. That is right. The TVA does allow them, when they 
reach a certain point the rates go down, and they get the advantage 
of this. 

Mr. Puiuurps. As large users? 

Mr. Forp. Yes, sir. 

Mr. Puiuurrs. But any other large users would be entitled to the 
same rate? 

Mr. Forp. Yes, sir; that is correct. 


SuPERVISION OF Town OPERATIONS 


Mr. Puiuuirs. Last vear I noticed, in checking over the hearings 
that several members of this committee indicated the feeling that you 
have too many of your own employees supervising these contractors’ 
activities, especially, I think in town management. 

Mr. Boyrr. | think you must keep in mind the type of operation 
we have, which is essentially one of supervision of contractors through- 
out the entire program, so that essentially our function is one of super- 
vision, and for that reason you will find that the ratio will be unusually 
large if you look only at the total number of AEC employees. 

Mr. Puitiirs. Suppose this were a completely private operation, 
that this community part of it were completely a private operation 
separated from your atomic energy operation, would you have to 
have all of those people to supervise it? 

Mr. Boyer. | think that if we had a competitive community, or 
were in a competitive community where all of your normal forces 
would come to bear you probably could, but there are many factors 
involved in our communities that are unique. For that reason we 
find it difficult to put them on the private-ownership basis. The pri- 
mary function of the community is to create a place where employees 
can live, be happy, and be attracted to. Those considerations super- 
sede purely dollar savings, because if you cannot attract people there 
you cannot get the job done. In all of our thinking we must realize 
the necessity of creating an atmosphere which makes an attractive 
place rather than one operated for the lowest dollar cost. 

Mr. Corton. Referring to these communities that you have built 
up adjacent to these operations, do you cover all of the costs of serv- 
ices for those communities, the costs of every nature like police and 
fire department protection, schools and streets, and every cost that 
corresponds to a municipal cost? The States and the surrounding 
territory do not participate in any way in any of these expenses? 
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Mr. Dean. That is correct, but there are other activities that are 
not alike, and that includes the whole real-estate operation, such as 
building and maintenance of the houses, repairing, even furnishing 
coal to the front door. That happens to be the case at Oak Ridge 
for the coal bin is in the front yard. 

Mr. Corron. This territory that you take over contributes no 
taxes to the local States or subdivisions thereof? 

Mr. Dean. No land taxes. ; 

Mr. Corton. Do you have stores that correspond to the PX’s in 
the services and all of that sort of thing so that they buy from you 
or the Government their needs? 

Mr. Dean. No; those are private commercial establishments. 

Mr. Corron. On concessions? 

Mr. Dean. Yes. Some on a concession agreement or long-term 
lease of Government-owned buildings, and some of them have built 
their own buildings with a 20-or-more-year lease. 

Mr. Corron. If this project continues, and it appears to be a 
permanent project, if these communities continue they will be Federal 
islands, as far as expense is concerned, in these various sections of 
the country? 

Mr. Dean. To a large extent that is true. 

Mr. Corron. The surrounding subdivisions and States do, of course, 
derive benefits from these installations. Your people are fairly yell 
paid, and they buy clothes and automobiles, and they buy other thiigs 
in the neighborhood. Has it ever occurred to you that there should 
be any participation in the future on the part of these local States in 
these expenses? 

Mr. Dr Luzio. We do have it at Los Alamos. We participate in 
the distribution of funds from the State to cover the maintenance of 
certain roads within our boundary, that is, roads which are county 
roads. We also share in the school fund of the State for the support 
of our school system in Los Alamos to the extent of about 30 percent, 
and it will go up to 40 percent in 1952. We likewise share in the 
license and gasoline money for the support of our roads. 

We also have personal-property tax which is assessed on the resi- 
dents, which contributes about $17,000 a year to our school system. 
Also, both the State and county perform certain public-health functions 
within the project boundaries at no cost to the Government. 

New Mexico is one of the relatively poorer States. They have 
beautiful standards but not sufficient money to support them. 

We do pay State income tax, and we do pay gasoline tax, and we 
pay sales tax and every other tax that every other resident of New 
Mexico pays. 

Mr. Dean. There is the same condition at Richland, so far as the 
support of the schools is concerned by the State of Washington. I 
think everything that you have said applies also to Richland. 

Mr. WrturaMs. It is different however at Oak Ridge. 

(Discussion off the record.) 

Mr. Corron. Seriously, is not that a field to be considered? 

Mr. Dean. The whole question, Mr. Cotton, of these communities 
and what to do with them has been a subject that has caused a good 
deal of thought, an unusual amount, I might add, on the part of this 
committee, the Commission, on the part of the joint committee and 
many of the residents of the towns. 

When you were out of the room earlier, I think I referred to a panel 
which we set up several months ago which is now looking into the 
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whole question of the advisability of turning these communities back 
to the people so that they can own their own land, and their own 
homes, and make it a normal rather than an abnormal situation. 
Remember this was all started back during the war with the Man- 
hattan District in 1944. 

Mr. Gore. Gentlemen, for myself and the other members of the 
committee, I wish to thank you for your patient cooperation. 

I now turn it back to you Mr. Thomas. 

Mr. Tuomas. Mr. Gore, I want to compliment you and the Com- 
mission and their general staff on performing a very hard job in two 
long hard days. 

I would like to request at this time that there be inserted in the 
record a few tables where you can summarize these things in about 
two or three pages. As the matter stands now you have, including the 
Savannah office and the Paducah office 15 field installations, and you 
are contemplating addin 2 more. That will be 17, and plus the 
District of Columbia it will be 18. 


OPERATING PERSONNEL, 1950-52 


At this point in the record will you insert a table for 1950, 1951, and 
1952 for your three towns showing the number of scientific personnel, 
the cost, and then the contractors personnel for each of the 3 years, 
that is, the number and the cost, third the clerical personnel for the 
% years and their cost, and will you also include in one column the 
managerial personnel and its cost? 

(The matter referred to is as follows:) 


Analysis of personnel engaged in operation of towns 





Fiscal year 1950 Fiscal year 1951 Fiscal year 1952 





Average} Annual |Average| Annual | Average | Annual 
number} salaries | mumber| salaries | number | salaries 





OAK RIDGE, TENN. 


Atomic Energy Commission employees: 





NS i iawkawaiausaiane a 2 $19, 500 2 $20, 000 2 $20, 200 
ee Bien dikw okmndesusliome 0 0 0 0 0 0 
Clerical and operating -..............- 65 301, 626 56 291, 318 55 290, 593 
Contractor’s employees. _..._...........-- 1, 970 7, 348, 100 | 1,727 6, 852,736 | 1,649 6, 625, 682 
td ccdvscdmniakidakwctpwebamensds 2, 037 7, 669, 226 | 1, 785 7, 164, 054 1, 706 6, 936, 475 











RICHLAND, WASH. 


Atomic Energy Commission employees: 





a ad cae 0 0 1.0 10, 000 1.0 10, 000 
PDs sat iid chen loch on ateeusbiade 0 0 0 0 0 0 
Clerical and operating--............-- 5.6 29, 000 8.5 47, 550 10.0 53, 110 
Contractor’s employees__..........-.....- 1, 129.1 | 4,020, 000 | 4, 158.2 | 4,506,000 | 1,178.2 | 4,509,000 
Phd PSO pcb din ccetae denen 1, 134.7 | 4,049,000 | 1, 167 4, 563, 550 1, 189.2 | 4,572,110 











LOS ALAMOS, N. MEX. 


Atomic Energy Commission employees: 


























SN De ey Se 2 19, 550 2.0 21, 000 2.0 21, 000 
TE RE RET ee 0 0 0 0 0 0 
Clerical and operating ?__.._.....-.--- 130.7 478, 910 139. 0 541, 379 138.0 548, 727 
Contractor’s employees. _.............-.-- 803.8 | 3,097, 559 838.3 | 3, 191, 896 930.3 | 3, 607, 854 
a eee pinup anginal’ 936.5 | 3, 596, 019 | 979.3 | 3,754, 275 | 1,070.3 | 4,177, 581 





1 Only top executive positions are shown as management. 
? Includes prorations of the Safety and Fire Protection Division and Communications Section to man- 
years and salaries chargeable to the operation of the town of Los Alamos. 
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BREAKDOWN OF PERSONNEL BY AREA 


Mr. Tuomas. Now, for the District of Columbia, the New York 
office and the other offices give us first the scientific personnel for the 
3 years 1950-52, second, the cost of maintenance and operation 
employees, and third, the clerical employees. That is, including the 
District of Columbia. 


(The matter referred to is as follows:) 


Distribution of permanent positions, by type and area 
ACTUAL, FISCAL YEAR 1950 





| Total | Scientific and | Operations and 
} 


engineering | maintenance Clerical 





\Num-| |Num-| Num- |Num-| 
|ber of} Annual {ber of| Annual |ber of| Annual |ber of) Annual 
| posi-| Salary | posi-/ salary | posi-| salary | posi- | Salary 
| tions | | tions | tions tions | 








: H + |__| Parner 

New York._.....................----.-]  628}$2, 536,396; 138] $763, 797| 246/$1, 023, 228) 244) $749,370 

Brookhaven | 21 87, 945) 3} 21, 400 23, 300) 14) 43, 245 
| 235) 1, 028, 998) 32) 205, 425 , 876} 115, 361,697 
62, 635) 2) 4 

Berkeley j 230, 167) 9 3, 14 

Pittsburgh a ottne ‘ | ( 82, 680) 4 ) 5 

NS STS eae ee ee 74) 4, 832, 628) 7 . 540 
9' 140, 785 7 


| 1, 096, 900) | 103, 182 
| 1, 847, 839) 155 
3} 400,235, 25 
897, 95465) 192,300) 142 
781, 042| 292,625, 39 


8 
30 
10 

512 

13 

| 5, 211, 230) 871 362 
87 

182) 

34 

74 

7 


Boaw. wembemiadss : oe ca lie 
Washington headquarters and exten- | } | 
Rbdhet etcebiekicicsam cuss _....-| 1,122} 5,692,752!  156)1,343,900| 432 7| 5341, 749, 155 


5, 778|24, 930, 187} 718/4, 952, 428) 2, 754| 2, 306|7, 377, 259 


























ESTIMATE, FISCAL YEAR 1951 





New York____- ; : _....| -631/$2, 608,818} 146) $801,900) 258/$1, 096,973) 227) $704, 945 
Brookhaven ip~cusinceaetaae 22 96, 805) 4; 28, 000 4, 24, 300) 14) 44, 505 
Chicago me. 240) 1,095,421} 42) 271, 750 88! 470,566) 110) 353, 105 
a asl ean py ee : Aap 15 71, 865 q 22, 000) 4 24, 650) 8} 25,215 
Berkeley......._.. 43) 199, 105 68, 375) 12! 61,960} 21) 68,770 
Pittsburgh LE < 24| 107, 010) 5| 32,000 7| 40,525} 12] 34 485 
Oak Ridge ---.-_---- : 4, 142, 920) 7| 782,295) 461) 2,122,250) 384/1, 238, 375 
Dayton = w+ = ' ( 92, S85} 5} 36, 800) 4 23, 375} 10 32, 710 
Los Alamos.______- acegs ; 320) 5, 459, 453 487,900) 951| 3,992,713) 298) 978, 840 
St ERTS He 867, 747 5| 112,200} 110} 512,952) 75! +242 595 
Hanford he : 355) 1, 670, 859} 45) 437,500) 142) 746,749) 148) 486, 610 
EEF OTERO TS 3} = 382, 890 9} 142, 515) 27 145, 670) 30! 94,705 
Tasho.._._. F in ta. 3 1,619,031) 56) 359,025) 260) 979,901) 100) 280, 105 
Savannah SEC wien Genie Scuba dacn dls 1, 084, 675) 38} 275, 000 85; 535, 025) 88! 274, 650 
Raw materials___---- . 3) 813, 210} 9 318, 605) 40} 222,370} 84] 272, 235 
Washington headquarters and exten- | | | | 
aie dice is oe ald 6, 195, 898 177} 1, 562, 225}: 470) 2, 852, 739 535/1, 780, 934 











eee . | — } 
Total : | 5, 889) 26, 503, $92) 8822/5, 738, 090) 2, 923/13, 852, 718) 2, 144/6, 912, 784 
| | | | 


SSTIMATE, FISCAL YEAR 1952 


aii ; 
New York- es 508'$2, 572,418} 144) $810,240) —236/$1, 071,380) 218 
Brookhaven. --- bodes 21 95, 350 4) 28, 125) 4, 24, 550} 13} 
Ohioago. . 0.2.2... 222 2c2,..-.---.-| 287] 1,110,116) 80] 261, 650) 3, 510,411; 105 

ree eee 5| 72, 960 3) 22, 000! | 25,17! 8 
Berkeley sie 228, 560 76, 550 5} 81,470} ~— 2) 
Pittsburgh. _- as ore 111, 080) 5| 32,925) | 41,850} 12 

Oak Ridge. -_- | 929) 4,237,687) 136, 949, 565| 160, 267] 346 
Dayton__.._- j ; 91, 795 § 38, 850} | 23, 900) 9 

Los Alamos... - , 333| 5,637,017) 70) 489, 675|  977| 4. 186,127] 286) 

Sandia _---.-- 7 789, 021) ; 93,100) 104) 500, 586) 58| 195, 33: 
Hanford : i ; 1, 649, 039) 58} 403,600) 148) 790,929 134| 454,! 
Schenectady__________- 372,140} 22) 159,490] 19] 117,525} = 29) :95, 1: 
dati; | ; 57| 1,821,249} 55] 384,250] 305) 1,153,174] 97] --:283, 825 
Savannah._.__.... 1,531, 490, 50| 372,750] 120] 751,350] 130] 407,390 
Raw materials I 821, 790] 3 ome 39} 209,902) 79) 271, 113 





Washington headquarters and exten- | 
sions , 190) 6, 395, 767) 176) 1, 566,675} 479) 3,012,587) —535/1, 816, 505 
iz |14, 661, 273) 2, 080/6, 846, 076 





, 924/27, 537, 479; 843/6, 030, 130) 3, 001 
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TRAVEL, SuppLins, COMMUNICATIONS, AND EquipMENT Costs 


Mr. Tuomas. Then in the next table give us for each of these 
installations for 1950, 1951, and 1952 by years the travel, supplies, 
communications, and equipment costs. 

(The matter referred to is as follows:) 


Accrued costs for selected objects of expense under program direction and 
administration 





Travel (02) Communications (04) 





1950 1951 | 1952 1950 | 1951 | 1952 
pleiihiaten | | 


New York * $140,445 | $145,251 | $145, 251 
Brookhaven 1, 418 2, 000 2, 000 
GARR BES wines seredetae 29, 503 35, 385 35, 385 
1,392 2, 500 2, 500 
Berkeley 6, 321 , O20 10, 525 
Pittsburgh 7, 596 4 12, 923 
Oak Ridge__-_- A Ce 5 SR 75, 481 , 976 106, 976 
Dayton , , 040 8, 000 
SONS oS anv ibacodcGas ntl wetea~ses pee ys 130, 384 
it SRI Ca A RII Set ae ead Rat 28, 849 é 41,394 
47, 708 | § 40, 519 
Schenectady 16, 353 30 | 18,430 
dah 41, 191 a 70, 806 42, 597 
Savannah._- 0 63, 000 105, 000 0 
Raw materials _-_- 40, 420 42, 500 44, 000 7, 995 
Washington (headquarters and exten- 
ES Eee eel te en ee 379,617 | 480,122 | 481, 156 177,356 | 201, 489 
































Total \1, 176, 609 |1, 255,249 | 728,390 | 728, 565 
} | 








Supplies (08) Equipment (09) 


1952 


l l = 
| 
] 


1950 | 1951 5 15 1951 


New York___. PTE Se le $78.03) 0 0 
Brookhaven. _.__- ; Se age ae: 974 | 1, 2C0 | 1, 290 800 | 800 
Chicago......... ETRE 36, 247 36, 247 0 | 0 
Ames : sil poe. 1, 000 | 2, 000 2. 000 0 | 
eS Se cuareicdecemaanct 1, 500 | 3, 000 3, 000 0 |} 6 
SD 2, 050 1, 00 1, 590 1, 000 | 1, 000 
eae a See oe OU 124, 180 0! 0 
Dayton. SESE 0 | 0 0 0 | 0 
RE ER ie a ae 75, 392 53, 717 54, 770 50, 263 
yeas ; 6, 949 | 12, 776 | 12, 665 . 63: 8, 518 | 8, 443 
Hanford ___. oe ee ee ae oc 9, 001 13, 000 12, 000 | 0 |} 0 
nS ce nadnnutnsencvetecdncel 1, 071 2, 000 2, 000 0 | 0 
Idaho____. i ates 24, 000 23, 472 | 25, 600 | 0 | 0 
holes anc aeciod aicgia Nieobcal 0 25,500 | 52,000 | 0 0 
ES ae Aa ey 9, 018 | 9, 646 | 9, 827 0 | 0 
Washington (headquarters and exten- | | | | | 
Cn iia Cote eae | 132,674 | 154,800 | 158, 150 | 10, 602 10, 580 | 10, 077 
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Construction Costs By AREAS, 1950-52 


Mr. THomas. Then in the next table by installation give us your 
construction cost in dollars, no descriptive information, for each one 
of these installations for the years 1950, 1951, and 1952, and, of 
course, you may have some blanks there, particularly in some of 
your lesser ones. In that table on construction cost you might have 
a footnote showing that you are using $50,000,000 of 1951 and prior 
years’ funds, and yet you now have before us a deficiency budget for 
$80,000,000. 

(The matter referred to is as follows:) 
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Comrarative summary of construction costs by area office for the fiscal years 1950, 
1951, and 1952 
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1 Excludes new facilities estimated to cost $50,000,000 which have been initiated and for which a supple- 
mental estimate is being submitted to the Congress. 


Mr. Tuomas. Thank you, Mr. Chairman. 

Mr. Gore. Thank you, sir. 

Mr. Dean. May I say in closing that I sincerely wish to thank the 
members of the committee, and, particularly, Mr. Gore, for making 
possible a connected presentation of our program. 

I would like very much to have some leeway in correcting the record 
for any security items in there. 


Mr. Gore. You are granted that also. 

Mr. Dean. And if you wish any additional assistance I know you 
will call on us for it. 

Mr. Gore. Thank you, gentlemen. 
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